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|ect  of  curiosity,  deposited  in 
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museum  or  collection  is  guilty 
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The  name 
is  MagneTek. 


If  you're  reading  this  in  your  office,  chances  are  you're  less 
than  10  feet  away  from  one  of  our  products. 

Because  many  products  you  use  every  working  day  have 
our  products  built  into  them.  Like  fluorescent  lighting  ballasts 
(over  200,000  went  into  the  World  Trade  Center  alone),  printer 
and  tape  drive  motors,  office  machine  and  microwave  oven 
transformers,  elevator  drives,  air-conditioning*  motors,  standby 
generators,  computer  power  supplies,  and  transformers  for  the 
building  itself. 

We've  assembled  some  of  the  best-known  names  in  the  elec- 
trical equipment  business.  Names  that  touch  every  industry, 
most  American  homes,  and  nearly  half  the  offices,  hospitals, 
schools,  shopping  centers  and  government 
facilities  in  the  nation. 

In  a  little  over  three  years,  we've  grown  from 
an  idea  into  an  $850  million  business.  The  idea? 
Make  the  best  electrical  equipment  in  the 
world  and  treat  customers  as  if  they  run  the 
company  —  because  at  MagneTek,  they  do. 


M 


MagneTek 


The  new  first  name  in  electrical  equipment. 


H>r  more  information,  including  a  copy  of  our  Annual  Report,  contact  MagneTek,  Inc.,  11111  Santa  Monica  Blvd..  Los  Angeles,  CA  90025,  (213)  473-6681 

Offices  and  plants  located  throughout  the  United  States  and  abroad. 
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Of  all  the  races  BMW  has 
\  before  all  the  multitudes  of 
Dple,  perhaps  our  most 
Dortant  victory  occurred  on 
empty  track.  Against  a  single 
mpetitor:  the  weather 

This  is  a  4-wheel-traction 
so  ingenious,  it  smoothly 
j  automatically  shifts  more 
in  90%  of  the  torque  to  the 
leels  with  the  greatest  trac- 
i  Inspiring  confidence  that 
eeds  any  other  all-wheel- 
je  vehicle  on  the  market. 

But  the  best  part  is  that 
j  don't  have  to  wait  for  snow 


or  sleet  or  rain  to  appreciate  it. 

And  the  325ix  is  every  bit 
a  BMW.  Featuring  a  high- 
torque,  high-rewing  6-cylinder, 
computer-governed  engine. 

A  power  steering  system 
matching  the  degree  of  power 
assistance  to  driving  conditions, 
providing  more  at  low  speeds 
and  less  at  high— while  never 
insulating  the  driver  from  a 
tactile  awareness  of  the  road. 

And  the  kind  of  advanced 
technology  that  among  other 
virtues,  alerts  you,  based  on 
your  driving  habits,  not  simply 


accumulated  mileage,  when 
routine  service  is  recommended. 

And  thanks  to  its  conspic- 
uously high  level  of  interior 
refinement,  the  BMW325ix  is  ca- 
pable of  transforming  the  long 
journey—  in  good  weather  or  in- 
clement—into a  relaxing  and 
enjoyable  affair 

If  you'd  like  to  acquire  a 
4-wheel-traction  car  without 
giving  up  a  sports  car,  then  you 
want  the  BMW325ix:  a  ^*b 
high-performance  car  ( tJ^  J 
for  all  seasons.  \^-V 
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Measuring  the  immeasurable 

American  business  takes  lots  of  raps  these  days  for  lack  of 
imagination  and  lack  of  competitiveness.  Which  gave  Assistant 
Managing  Editor  Chris  Byron  an  idea.  Why  not  rate  companies 
for  innovative  excellence?  True,  you  can't  measure  innovation 
the  way  you  can  measure  profitability  or  growth,  as  the  tradi- 
tional Forbes  Yardsticks  do.  But  innovation,  when  successfully 
carried  out,  is  the  stuff  of  future  Yardstick  improvements. 
Hence,  in  this,  our  40th  annual  report  on  American  industry, 
Forbes  editors  nominate  their  candidates  for  the  most  innova- 
tive company  in  each  of  the  31  industries  covered.  For  example: 
Deirdre  Manning's  industry  was  consumer  products.  Says  she: 
"Procter  &  Gamble  took  the  current  American  obsession  with 
health,  mixed  it  in  with  the  country's  passion  for  cooking,  and 
came  up  with  what  could  be  the  product  of  the  future — a  fat-free 
cooking  oil  substitute  called  olestra.  Will  olestra  make  a  bundle 
for  P&G?  That's  not  predictable.  What  is  predictable  is  that  so 
long  as  P&G  keeps  coming  up  with  ideas  like  this,  you  can't 
write  it  off  as  just  another  sleepy  mammoth." 

Kathy  Murray's  industry  was  packaging.  Most  of  the  media 
attention  in  this  industry  last  year  went  to  Triangle  Industries, 
the  junk-bond-built  packaging  empire,  but  this  was  a  story  of 
financial  wheeling  and  dealing,  not  of  business  innovation.  As 
most  innovative  packager,  Murray  picked  Ball  Corp.,  a  107- 
year-old  can  and  bottling  firm  that  spun  off  its  glass  operations, 
an  unusual  joint  venture  that  both  made  money  and  saved  an 
old  business  from  liquidation. 

One  of  John  Merwin's  industries  was  heavy  equipment,  and 
he  says,  "This  category  is  loaded  with  fallen  giants  seemingly 
devoid  of  any  new  ideas  except  to  slash  costs  and  diversify.  But 
then  there  is  Illinois  Tool  Works,  which  for  75  years  has  been 
thinking  small  and  inching  forward  on  a  steady  stream  of  fresh 
ideas,  thousands  upon  thousands  of  them,  sometimes  the  littler 
the  better.  For  instance,  after  futilely  trying  to  develop  six-pack 
holders  made  of  metal,  an  ITW  engineer  took  a  pair  of  scissors 
and  cut  holes  in  a  sheet  of  plastic  he  had  lying  around.  He 
jammed  it  onto  a  six  pack,  and  bingo,  the  plastic  six-pack  collar 
was  invented.  The  collar  is  now  in  its  tenth  patent,  and  is  used 
around  the  world." 

It  has  become  trendy  to  complain  that  U.S.  business  can't 
compete  in  Japan  because  the  game  there  is  rigged  against  it.  So 
|ill  Andresky's  choice  for  the  most  innovative  insurance  compa- 
ny of  1987  is  American  Family  Corp.  American  Family  has 
shown  how  smart  marketing  can  crack  even  the  Japanese  mar- 
ket. Crack  it?  More  than  that.  Today,  one  out  of  every  six 
Japanese  has  an  American  Family  policy. 

This  issue  of  Forbes  has  been  dedicated  each  year  since  1949 
to  seeking  to  measure  the  quality  of  U.S.  corporate  manage- 
ment. Yet  what  is  more  essential  to  quality  than  the  spirit  of 
innovation,  the  willingness  to  try  the  untried  and  to  break  with 
the  old,  the  comfortable  patterns?  No,  we  can't  measure  this 
spirit  precisely,  but  we  sure  know  it  when  we  see  it. 
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ARAMIS  ANNOUNCES 


sIUTRIPLEXX 


aramis 

LAB    SERIES 


NUTRIPLEXX 

THINNING  HAIR 

SUPPLEMENT 


— 


A  SURVIVAL  STRATEGY 
FOR  THINNING  HAIR 

It  can  help  you  keep  fuller,  thicker,  healthier 
looking  hair  for  as  long  as  possible. 

FACT: 

Penetrates  to  energize  and  revitalize  scalp 
and  follicles  from  which  hair  grows. 

FACT: 

n  laboratory  findings,  65%  of  men  tested 
reported  their  hair  looked  and  felt  thicker 
after  90  days. 

FACT: 

No  hormones.  No  prescription  drugs. 
No  medical  supervision.  No  twice-a-day 
applications. 

FACT: 

The  sooner  you  start,  the  sooner  you  see 
benefits.  The  longer  you  use  it, 
the  longer  benefits  continue. 


Important:  NUTRIPLEXX1  treatment 
does  not  cure  or  prevent  baldness  or 
restore  lost  hair.  But  it  can  give  you  fuller, 
thicker,  healthier  looking  hair 
for  its  entire  natural  life  span. 


To  order,  call  toll  free 

1-800-345-3454 

24  hours  a  day,  7  days  a  week. 

Please  specify 

81-101  for  30  day  supply. 

81-100  for  90  day  supply. 
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ARAMIS  LAB  SERIES  •  FRAGRANCE  FREE 


These  Kodak  cameras  take  hard-working  pictures 

that  can  help  save  time  and  money  in  offices  and  printing 

plants.  And,  in  hospitals,  help  save  lives  as  well. 

One  is  a  component  of  an  image  transmission 
system  which  can  send  an  x-ray  image  across  a  hospital 
in  seconds,  or  across  the  country  in  minutes. 

Another,  a  Kodak  duplicator,  uses  advanced  optical 
technology  to  turn  out  business  documents  at  a  rate 
of  6,000  an  hour. 

Then  there's  the  microfilmer  which  is  part  of  an 
information  system  that  can  process  and  distribute 
documents  digitally,  retrieve  them  in  seconds. 

And  the  digital  camera  which  is  a  component 
of  a  system  that  reduces  the  process  of  "separating"  a  color 
photograph  for  reproduction  to  a  few  minutes  at 
the  screen  of  a  computer. 

just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


Rfl 


Eastman  Kodak  Company,  1987 


Follow-Through 
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Dilution 
control 

Oct.  5,  1987 


As  Cleveland-Cliffs  Inc.  approached 
bankruptcy  this  fall,  Chief  Execu- 
tive M.  Thomas  Moore  fought  with 
stockholders  over  how  the  iron  ore 
producer  should  restructure  $126  mil- 
lion in  overdue  loans.  Shareholders 
wanted  to  stretch  out  interest  pay- 
ments, sell  some  assets  and  wait  for  a 
turnaround  in  the  industry.  Moore  in- 


stead wanted  to  pay  off  the  loans  by 
issuing  4  million  new  shares  to  raise 
cash,  diluting  the  equity  of  existing 
shareholders  but  giving  creditors  up 
to  46%  more  than  they  had  earlier 
agreed  to  accept.  If  it  came  to  a  proxy 
battle,  Forbes  predicted  that  manage- 
ment would  find  itself  in  a  fight  it 
could  not  win.  We  were  right. 

Moore  went  ahead  with  his  ill-ad- 
vised issue  of  4  million  shares  in  Sep- 
tember, netting  only  $62.4  million 
from  a  $68  million  offering — at  $17 
per  share — because  of  high  underwrit- 
ing costs  and  legal  fees.  With  Cliffs' 
book  value  now  diluted  8%,  to  about 
$20  per  share,  angry  shareholders  led 
by  David  Bolger,  a  New  Jersey  inves- 
tor with  6.5%  of  the  stock,  launched  a 
proxy  battle   in   November  to  oust 


Moore,  replace  the  board  and  recapi- 
talize the  company  in  a  way  more 
favorable  to  shareholders,  less  favor- 
able to  creditors.  Specifically,  Bolger 
planned  to  raise  $144  million  in  new 
bank  debt,  toss  in  $221  million  in 
cash  from  the  company  treasury  and 
the  sale  of  a  Michigan  power  plant, 
then  use  the  combined  proceeds  to 
redeem  all  existing  bank  term  debt, 
call  in  $53  million  in  preferreds,  and 
make  a  hefty  $168  million  cash  distri- 
bution to  shareholders. 

Within  days,  Moore  capitulated  and 
agreed  to  sell  or  recapitalize  the  com- 
pany. Bolger  is  exuberant.  "Manage- 
ment is  now  committed  to  the  de- 
mands of  the  shareholders,"  he  ex- 
plains. And  if  Moore  should  change 
his  mind?  Bolger,  who  spent  more 
than  $3  million  on  the  fight,  will  still 
be  watching  when  the  company's  an- 
nual stockholder  meeting  rolls 
around  in  April. — Alyssa  A.  Lappen 


Smoke 
signals 

Feb.  10,  1986 

June  15,  1987 


The  U.S.  territory  of  Guam  was 
playing  the  municipal  arbitrage 
game  to  the  hilt  two  years  ago.  The 
Treasury  Department  had  aborted  an 
$850  million  tax-exempt  Guam  issue 
in  1984  because  the  island  greedily 
invested  the  low-interest  proceeds  in 
higher-yielding  U.S.  Treasurys  and 
kept  the  spreads.  Yet  in  1985  the 
Guam  Economic  Development  Au- 
thority   allied     with     Matthews     &. 


Wright  and  did  it  again  with  $300 
million  in  bonds.  Forbes  felt  that  the 
whole  arrangement  stank. 

A  federal  grand  jury  in  Guam 
agrees.  In  December  it  returned  a  52- 
count  indictment  alleging  fraud,  brib- 
ery and  obstruction  of  justice  against 
Matthews  &.  Wright  Group  Inc.  Exec- 
utive Vice  President  Arthur  Abba 
Goldberg  and  company  consultant 
Frederick  L.  Mann.  Goldberg  and 
Mann  allegedly  gave  Ricardo  Bordallo 
$70,000  for  his  unsuccessful  1986  gu- 
bernatorial campaign  in  return  for  his 
help  in  issuing  the  $300  million  in 
bonds.  (Goldberg's  attorney  says  his 
client  plans  to  plead  not  guilty.) 

Other  indictments  against  Mat- 
thews &  Wright  officers  or  the  firm 
itself  could  follow.  Bonds  that  it  un- 
derwrote are  being  investigated  by 
federal  officials  in  Philadelphia  and 


East  St.  Louis,  111.  and  elsewhere. 

The  Securities  &.  Exchange  Com- 
mission is  also  looking  into  whether 
44  municipal  bond  issues  the  compa- 
ny underwrote  should  have  had  tax- 
exempt  status.  Reportedly  included  in 
the  probe  is  a  $125  million  issue  Mat- 
thews &  Wright  underwrote  for  the 
Sac  and  Fox  tribe  of  Tulsa,  Okla. 
Forbes  reported  last  spring  that  the 
tribe  had  invested  the  money  not  in 
oil  and  gas  ventures  as  planned  but  in 
7.05%  bank  certificates  of  deposit. 

Meanwhile,  Moody's  Investors  Ser- 
vice, Inc.  has  suspended  ratings  on  22 
Matthews  &  Wright  issues — all  of 
them  involving  escrow  accounts  sim- 
ilar to  the  one  used  in  Guam. 

What  does  Matthews  &  Wright  say? 
Notes  an  attorney:  "At  this  point,  [we 
will]  allow  the  criminal  justice  sys- 
tem to  run  its  course." — A.A.L. 


I  Blown  out 
on  debt 

Nov  7,19 


ost  natural  gas  pipelines  were 
hurting  foui  years  ago,  but  Max 
W.  Woodard  had  more  than  doubled 
Lear  Petroleum's  earnings  to  $15  mil- 
lion on  flat  vales  ot  $200  million. 
How?  By  using  a  little  known  provi- 
sion of  a  federal  law  to  foster  a  spot 
market  and  sell  gas  at  low,  deregulat- 
ed prices.  To  expand  the  prospering 
spot    business,     Woodard    leveraged 


Lear  to  buy  a  floundering  pipeline  and 
gas  producer,  McRae  Consolidated 
Oil  &  Gas.  Forbes  wrote  that  Lear 
would  have  to  hustle  to  make  the  deal 
work,  but  concluded  that  if  anyone 
could  do  it,  Woodard  could. 

What  Forbes  did  not  count  on  was 
problems  from  the  Federal  Energy 
Regulatory  Commission  (FERC).  In 
1985  the  commission  questioned 
whether  Lear  should  be  allowed  to 
transport  gas  at  unregulated  prices, 
and  the  agency  subsequently  ruled 
that  Lear  must  charge  higher,  regulat- 
ed rates  instead.  For  Lear  that  meant 
that  gas  on  which  it  once  received 
margins  of  more  than  37  cents  per 
thousand  cubic  feet  would  now  pay 
only  about  half  as  much.  Lear  was 
also  squeezed  by  the  oversupply  of 
natural  gas,  falling  gas  and  oil  prices 


and  a  weak  Texas  economy. 

The  result?  In  two  years  the  compa- 
ny lost  $61.3  million  on  annual  sales 
of  about  $430  million.  In  the  first  nine 
months  of  1987  it  lost  $16.5  million 
on  sales  down  43%,  to  $165  million. 

Worse,  last  month  FERC  rejected  a 
rate  settlement  Lear  had  worked  out 
with  customers  on  a  key  Oklahoma 
pipeline.  Unless  the  company  wins  an 
appeal  to  the  courts,  it  could  be  forced 
to  refund  up  to  $60  million  in  cash  to 
customers,  increasing  its  steep  losses. 
Woodard  filed  for  Chapter  1 1  protec- 
tion from  personal  creditors  last  Feb- 
ruary and  stepped  down  as  Lear's 
chairman  in  May.  In  short,  this  is  a 
company  with  prospects  that  have 
gone  from  bright  to  grim,  with  federal 
regulators  the  culprits. — A.A.L. 
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If  you'd  like  to  win 
a  free  vacation 
on  your  next 
business  trip . . . 
Marriott  has 
your  ticket! 


ANNOUNCING 

Harriott 

INSTANT  MATCH-UP 

^VACATIONS" 

Now  you  can  win  fabulous  free  vacations  in- 
stantly by  simply  staying  at  Marriott*  Check  in 
and  you'll  receive  a  packet  containing  halves 
of  "Instant  Match-Up"  Travel  Vouchers  for 
vacations  at  Marriott's  most  exclusive  Hotels 
and  Resorts  around  the  world . . .  from  Maui, 
Vail  and  Palm  Springs,  to  Bermuda,  London 
and  Paris.  Plus  other  exciting  prizes  including 
free  travel  on  Continental,  Eastern  or  North- 
west Airlines,  free  Hertz  car  rental  and  up  to 
SI, 000  travel  cash.  Everything  you'll  need  for 
the  ultimate  vacation. 

Simply  match  left  and  right  halves  of  Travel 
Vouchers  showing  the  same  prize  and  you're 
on  your  way.  There  are  over  500,000  prizes, 
including  more  than  300,000  instant  winners. 
Your  chances  of  winning  are  one  in  ten  with 
just  one  Marriott  visit  and  get  better  and  bet- 
ter each  time  you  stay  with  us,  now  through 
March  31,  1988. 

So  come  to  Marriott,  for  the  comfort 
you  expect  and  the  vacation  you 
deserve.  Your  tickets  are  waiting! 

Marriott  People  know  how. 


urchase  necessary.  One  Voucher 
t,  including  Official  Rules,  per  re- 
may  be  obtained  by  sending  a 
»cd,  self-addressed  envelope  to 
i-Up  Vacations  Voucher  Request,  PO. 
550,  Westbury,  NY  1 1592.  Washing 
ate  residents  need  not  apply  postage 
f-addressed  envelope.  Vermont  resi- 
rwill  have  postage  returned.  Voucher 
>ts  must  be  received  by  February  20, 
Ail  prize  claims  must  be  received  by 
50,  1988  Void  where  prohibited. 

available  at  Marriotts  Courtyard, 
"Id  Inn,  Residence  Inn,  Amman, 
Jed  dan  and  Riyadh  properties. 


Marriott 

HOTELS* RE  SORTS 
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The  cutter  gets  cut 

Reginald  Brack  is  the  man  with  the 
machete  at  Time  Inc.  The  executive 
vice  president  is  an  experienced  cost- 
cutter  brought  in  from  Time-Life 
Books  by  the  giant  publisher  to  reduce 
expenditures.  He's  certainly  made 
heads  roll.  Since  his  arrival  in  1986, 
Brack  has  severed  several  hundred 
people,  sold  flailing  Discover  magazine 
and  shuttered  the  expensive  Time 
Inc.  Magazine  Development  Group. 

But  here's  some  wry  comfort.  Ac- 
cording to  Insiders'  Chronicle,  Brack 
bought  1,000  shares  of  Time  Inc.  on 
Oct  15  at  $104.63.  Even  before  his 
trade  settled,  the  stock  market 
plunged.  Time  recently  traded  at  80, 
handing  Brack  a  loss  of  nearly  $25,000 
if  he's  still  holding. 

Sure  beats  the  market 

Here's  a  sporting  new  way  to  win  on 
your  investments,  courtesy  of  the 
Bluegrass  State.  Folks  there  are  now 
buying  certificates  of  deposit  with  an 
interest  rate  tied  to  University  of  Ken- 
tucky basketball  team  victories. 
Wildcat  Certificates,  as  they're  called, 
are  offered  by  Lexington's  Central 
Bank  &  Trust  Co.,  and  local  boosters 
are  cheering.  The  bank  began  the  pro- 
motion on  Thanksgiving  and  by  Dec. 
18  had  sold  $1.7  million  worth. 

For  each  game  the  Wildcats  win 
alter  Dec.  30,  the  CD's  7.25%  interest 
rate  increases  0.01%.  For  each  NCAA 
tournament  game  won,  CD  holders 
reap  0.05%  more.  And  if  the  UK  team 
wins  the  NCAA  championship,  the 
rate  jumps  to  8.25%.  The  real  winner 
is  the  bank.  Almost  half  the  $1.7  mil- 
lion it  raked  in  on  Wildcat  CDs  was 
new  money. 


Hungary  for  dollars 

Union  City  Body  Co.,  a  delivery  van 
assembly  concern  in  Union  City  in 
the  Hoosier  heartland,  in  mid-Decem- 
ber announced  that  it  would  begin 
distributing  transit  buses  made  by 
Ikarus  Body  &  Coach  Building  Works 
of  Budapest,  Hungary.  Union  City 
President  William  Adelsperger  is 
proud  of  his  East-West  deal.  But  glas- 
nost  it  ain't:  Hungary's  sick  socialist 
economy  badly  needs  foreign  ex- 
change and  apparently  will  offer 
Americans  good  prices  on  one  of  the 
few  exportable  products  it  has. 

Ikarus  Body  &  Coach,  Hungary 
Eastern  buses  for  Western  bucks. 


tc 


*  ill  van  Oertxrk 


Boesky  sings, 
Drexel  prowls 

Now  that  Ivan  Boesky's  been  sen- 
tenced— slapped  on  the  wrist  is  a  bet- 
ter term — all  eyes  are  fixed  on  the 
U.S.  Attorney's  office  in  New  York. 
Will  the  tunes  Ivan  sang  be  used  to 
orchestrate  additional  securities  in- 
dustry indictments  promised  by  the 
government?  Ever  since  Boesky 
turned  state's  evidence,  speculation 
has  been  that  he  will  deliver  a  Drexel 
Burnham  heavy  to  the  investigation. 
But  The  Informer  has  learned  Drexel 
is  taking  no  chances.  Along  with  the 
four  heavy-duty  law  firms  it  has  on 
the  case,  Drexel  has  hired  corporate 


investigator  Kroll  Associates  to  dig  up 
dirt  on  Boesky  for  use  if  he  should 
testify  against  Drexel  in  a  future  case. 
Neither  Drexel  nor  Kroll  would  com- 
ment on  the  matter,  but  two  things 
are  certain:  1)  Finding  dirt  on  Boesky 
should  be  easy;  2)  as  a  government 
witness,  Boesky  would  make  a  beauti- 
ful target  for  a  defense  attorney.  As  a 
juror  or  a  judge,  would  you  believe 
this  certified  felon? 

One  reason's  as 
good  as  another 

As  Wall  Street  restructures — an  esti- 
mated 4,000  financial  services  em- 
ployees have  gotten  pink-slipped 
since  October's  market  crash — so 
does  its  chronicler,  the  Wall  Street 
Journal  In  past  weeks  the  Journal  has 
shuttered  bureaus  in  Minneapolis, 
Cincinnati  and  Cleveland  and  re- 
duced staff  levels  in  other  bureaus. 
Management  has  also  halved  its  sum- 
mer intern  program,  once  a  source  of 
young  talent  for  the  newspaper.  A 
Dow  Jones  spokesman  says  the  com- 
pany is  not  laying  off,  just  shifting 
around.  A  somewhat  more  cynical  ex- 
planation is  that  management  is  sim- 
ply being  smart:  using  recessionary 
fears  as  an  excuse  to  trim  some  un- 
needed  costs. 

Its  no  year  to  tithe 

If  investors  lost  big  when  the  market 
rolled  over,  charities  have  since  lost 
even  bigger.  At  the  end  of  each  year, 
and  especially  during  roaring  bull 
markets,  universities,  charities,  tem- 
ples and  churches  often  receive  shares 
of  appreciated  stock  as  gifts  from  their 
constituents.  But  with  stock  prices  so 
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Look  inside 

and  you'll  find  we're  more  than  aircraft. 


MHNMK 

BBSize 

EfflHr 
JS5S2SI53 


We've  integrated  more 
different  electronic  sys- 
tems into  more  different 
airplanes  than  anyone 
else  in  the  world. 

Grumman  electronic 
systems  aboard  our  E-2C 
Hawkeye  have  doubled 
the  power  of  this  airborne 
surveillance  system  every 
five  years.  We're  also  devel- 
oping ground  and  air 
electronic  systems  to  man- 
age a  battlefield.  And 
aboard  the  Grumman 
EA-6B  Prowler  are  elec- 
tronic jamming  systems 
designed  to  neutralize 
enemy  radars  and  com- 
munications, 

Electronic  systems 
make  Grumman  plan< 
the  best  for  the  jobs  they 
do.  And  electronic 
systems  are  creating 
new  opportunities  for 
Grumman. 

Only  GRUMMAN 
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A  Tradition  Of  Service 


/?zg7^  in  the  heart  of  Houston's  financial  and  theatre  district 
with  the  kind  of  personal  service,  warmth  and  charm  that 
only  a  93-room  hotel  can  provide.  Complimentary  limousine 
downtown,  full  health  club  facilities.  And,  most  of  all,  a  staff 
dedicated  to  your  personal  service.  So  you  can  keep  your  mind 
on  business. 


lLANCASTER 


701  Texas  Avenue.  Houston,  Texas  77002  •  7131228-9500 -800123 1-0336  •  Telex  790-506 
Member:  Small  Luxury  Hotels...  A  Lancaster  Group  Hotel 

•»▼**     ViV     *«.♦.»•     *«.♦.*     •«.♦..•     •«.♦>*     •»♦>*     *«*»*     NSRrf      vV>*     *«W»*     *v^»*     •«*►' 


/* 


V 


Forbes 
Lake  of  the 
Ozarks, 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc  .  publishers  of  Forbes  Maga 
zine,  through  its  subsidiary.  Sangre  de 
Cristo  Ranches  Inc..  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks. 
Box  157,  Warsaw,  Missouri  65355 
Obtain  the  Property  Repot*  required  by  Federal  law 

and  read  it  before  signing  anything  No  Federal 
agency  hasjudged  the  merits  or  value,  if  any  ot  this 

property  Equal  Credit  and  Housing  Opportunity 
oner  or  solicitation  m  those  states  where  the 
property  is  not  registered 
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low — in  a  year  when  tax  rates  are  way 
down — the  advantages  of  giving, 
shares  are  lessened.  One  church 
spokesman  laments:  "This  year  peo- 
ple aren't  tithing,  they're  writhing." 

Upheaval  at  Hutton 

How's  this  for  revenge?  Ousted  from 
the  board  of  directors  after  the  Hut- 
ton/Shearson  merger  was  Sadao  Yasu- 
da,  general  manager  of  Japan's  Sumi-  | 
tomo  Life  Insurance  Co.  Yasuda  was  a  \ 
Hutton  director  since  1986.  Rumor 
has  it  that  in  response  Sumitomo 
yanked  $100  million  it  had  under 
management  with  Hutton. 

Meanwhile,  E.F.  Hutton  President 
Robert  Rittereiser  is  apparently  con- 
cerned for  his  life.  Before  Hutton 
merged,  Rittereiser  supposedly  trav- 
eled with  one  bodyguard.  Now,  rumor 
is,  he  has  six.  Is  he  worried  about 
stockholders  angry  that  they  had  to 
take  S29  for  their  stock  when  Shear- 
son  had  reportedly  made  an  informal 
S50  offer  in  1986?  More  likely  what 
worries  Rittereiser  is  the  deranged, 
discharged  USAir  former  employee 
who  shot  his  ex-boss — and  killed  a 
planeload  Of  people.  By  Christmas 
there  were  1,500  laid-off  Huttonites. 
It  takes  just  one  crazy.  A  Hutton 
spokesman  said  security  at  the  firm 
has  been  increased  for  obvious  rea- 
sons, but  he  could  not  confirm  the 
growth  in  Rittereiser's  security  staff. 

Busto  goes  the  Bulb  Co. 

George  Heublein  of  Portland,  Ore. 
had  what  sounded  like  a  terrific  idea: 
Turn  the  mom-and-pop  florist  busi- 
ness into  a  major  league  industry.  He 
started  in  1983  by  going  public  with 
his  Melridge,  Inc.,  a  breeder  of  hybrid 
lilies  and  lily  bulbs,  ultimately  raising 
$52  million  by  selling  stock  and 
bonds  and  limited  partnerships.  Each 
time  he  raised  money,  Heublein  trot- 
ted out  an  impressive  growth  record. 

Heublein  predicted  Melridge  would 
become  "the  IBM  of  flowers."  Instead 
it  ended  December  in  Chapter  11, 
having  gone  through  most  of  the  pub- 
lic money.  What  about  that  growth 
record?  A  lawsuit  charges  that  Heub- 
lein and  others  cooked  the  books.  The 
stock,  which  traded  as  high  as  19'/2  in 
1986,  now  goes  for  38  cents.  The  law- 
suit alleges  that  Heublein  and  several 
associates  used  "materially  false  and 
misleading  financial  statements"  to 
raise  company  money. 

Too  bad  investors  hadn't  read  that 
May  1987  interview  Heublein  gave  to 
Esquire  magazine.  In  it  he  was  quoted 
as  saying  he  wanted  a  career  that  was 
"gutsy,  real,  evil,  conniving."  Might 
have  saved  them  lots  of  money. 


FORBES,  IANUARY  II,  1988 


NEW  GROWTH  OPPORTUNITIES! 


Fidelity 

Introduces  T\vo 
Ij0.  Countries 

Fidelity  announces  two  new  growth  opportunities:  new  United  Kingdom 
Fund  and  new  Canada  Fund.  Investors  can  now  target  the  economic  potential  of 
these  two  nations.  Both  countries  have  recently  experienced  stock  market  reforms 
which  have  opened  the  markets  to  a  full  force  of  international  competition. 

LLIv.  rUnd    Tap  the  potential  of  Europe's  largest  stock  market.  This 
nation  is  highly  industrialized  with  specialties  in  high  quality  engineering. 
The  current  political  climate  has  encouraged  economic  vigor,  and  the 
privatization  of  many  government-owned  industries  has  encouraged  an 
entrepreneurial  spirit  across  many  companies  and  industries. 

LiUliKuirUnCl    Discover  long-term  growth  opportunities  just 
across  the  border.  With  this  fund,  you  can  tap  the  potential  of  Canada's  vast 
natural  resources  and  a  variety  of  other  industries.  Plus,  in  1987,  Canada  has 
experienced  a  series  of  economic  reforms  which  has  brought  a  more  compet- 
itive spirit  to  this  country's  stock  market. 

Of  course,  as  with  any  stock  fund,  share  price  will  fluctuate.  It's  important 
to  remember  that  foreign  investments  pose  greater  risks  and  rewards  because 
of  currency  rate  fluctuations  and  market  volatility  when  compared  to  domes- 
tic investments. 


Learn  more  about  the  changing  economies  of  the  U.K.  and  Canada! 


Fidelity's  U.K.  Fund  and  Canada  Fund 

For  more  complete  information,  including  management  fees,  expenses  and  the 
2%  sales  charge  and  1%  redemption  fee  call  or  write  for  a  free  prospectus. 
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Readers  Say 


Salary  signals 

Sir:  The  U.S.  will  continue  to  fall 
behind  the  rest  of  the  world  in  applied 
technology  as  long  as  corporate  Amer- 
ica continues  to  send  out  starting  sal- 
ary signals  that  engineering,  manufac- 
turing and  production  skills  are  less 
important  than  management  and  le- 
gal abilities  (Fact  and  Comment,  Oct.  5, 
1987).  Who  will  help  America  regain 
competitiveness  in  world  markets? 
The  lawyer  thinking  of  clever  ways  to 
structure  golden  parachute  agree- 
ments, the  M.B.A.  grad  plotting  a 
greenmail  scheme,  or  the  engineer  ad- 
vancing the  frontiers  of  applied  re- 
search in  superconductivity? 
— Daniel  A.  llebert 
Irvine,  Calif. 


Self  defense 

Sir:  You  ask,  "How  else  do  we  get  the 
Germans  and  Japanese  to  live  up  to 
their  international  obligations?"  (Fact 
and  Comment  II,  Nov  30,  1<)H~).  One 
way  would  be  to  persuade  them  to 
relieve  the  U.S.  taxpayer  of  the  cost  of 
defending  them. 
—David  Whit  tall 
Orinda,  Calif. 


Chicken  feed 

Sir:  Although  I  am  proud  of  the  suc- 
cess I  have  attained  in  my  career  and 
would   like   to   be   in   the   same   net 
worth  "class"  as  you,  including  me  in 
the  Forbes  Four  Hundred  list  is  gross- 
ly inaccurate  ((hi  26,  1987).  Your  edi- 
tors never  contacted  me   1  might  not 
have  given  them  exact  figures,  but  I 
surely  would  have  been  able  to  prove 
how  wrong  their  Figures  were. 
— Ftunkltn  I'  Perdue 
<  batman, 
Perdue  Farms  fnc 
Salisbury,  Md 

We'll  see.— Ed. 


For  art's  sake 

Sir:  In  reading  "Art  for  whose  sake?" 
(Det  14,  1987),  it  appears  that  Senator 
Kennedy's  new  bill  has  brought  the 
Know  Nothing  Party  of  the  past  cen- 
tury back  into  existence  in  relation  to 
the  third  provision.  Everyone  could 
get  into  the  act.  Why  not  a  lifetime 


interest  for  the  automotive  industry 
that  produced  a  car  that  later  became 
a  classic?  Better  yet,  why  not  a  life- 
time interest  in  the  artworks  for  the 
promoters  of  these  artists  that  have 
spent  their  money  and  time  to  provide 
a  market  for  them? 
— Martin  C.  Arthur 
Honolulu,  Hawaii 

Sir:  As  one  artist  who  reads  Forbes, 
it  seems  necessary  to  indoctrinate 
the  captains  of  the  bottom  line.  If 
you  want  to  speculate,  stick  to  the 
financial  markets;  if  you  want  to 
own  art,  investigate  it,  buy  it  and 
appreciate  it.  Heck,  you  might  even 
get  enlightened. 
— -Jim  Gialamas 
Brooklyn.  A  ) 


A  lending  hand 

Sir:  Your  story  "Shootout  at  the  OKC 
Corral"  (Dec  14.  1987)  rang  a  discor- 
dant bell.  I  have  long  been  a  share- 
holder of  the  original  OKC  and  of  its 
successors.  I  am  ready,  willing  and 
able  to  help  any  unit  holders  commit- 
tee and/or  |.R.  Simplot  to  assist  in  his 
crusade  and  get  to  the  bottom  of  the 
indicated  self-dealing  pipeline  trans- 
action. Do  we  have  an  ugly  face  of 
capitalism  peering  out  at  us  here? 
— S  Donald  Moore 
/'resident. 

Phoenix  Canada  Oil  Co  ltd 
Toronto.  Canada 


Backing  Taiwan 

Sir:  Re  your  editorial  on  Taiwan  (Fact 
and  Comment,  Not  2,  1987).  Taiwan 
has  now  become  a  leader  among  de- 
veloping countries  in  enacting  legisla- 
tion to  protect  intellectual  property 
and  is  receiving  inquiries  and  requests 
for  assistance  throughout  the  world. 
In  1986  each  Republic  of  China  citi- 
zen spent  $284,  or  roughly  7.6%  of  his 
per  capita  income,  on  U.S.  goods. 
Americans  spent  about  $78,  or  less 
than  0.5%  ot  their  income,  on  goods 
from  Taiwan. 
—JeffYao 
Washington,  n  C 

Sir:  The  country  of  Taiwan  has  al- 
ways been  financially  independent 
and  has  acted  as  contractors  who  do 
legitimate  business  with  U.S.  compa- 
nies. There  are  no  companies  in  Tai- 
pai  that  I  know  of  who  compete  in  the 


U.S.  market.  If  the  U.S.  government 
would  agree  to  supply  the  Taiwan 
government  with  the  U.S.'  largest  ex- 
port, arms,  the  trade  imbalance  would 
not  exist. 
— Arnold  H.  Simon 
New  York,  NY. 


Sacrificial  labor 

Sir:  Your  article  "Relax,  Mr.  Presi- 
dent" (Nov.  30,  1987)  fails  to  mention 
that  Chile  has  paid  much  of  its  foreign 
debt  with  the  jobs  of  the  U.S.  copper 
mining  industry.  The  U.S.  industry 
absorbed  most  of  the  copper  produc- 
tion glut  by  cutbacks  in  capacity  and 
employment.  U.S.  job  loss  was  over 
50,000. 

As  a  former  Under  Secretary  of  the 
U.S.  Department  of  Commerce  ex- 
plained to  me,  "If  we  have  to  sacrifice 
American  jobs  to  help  that  poor  coun- 
try fight  communism,  so  be  it." 

No  wonder  Pinochet  is  happy. 
— Robert  Dale  Wilson 
Washington,  DC. 


Good  backing 

Sir:  Re  your  article  "Back-of-the-enve- 
lope  philosopher"  (Aug.  24.  1987).  The 
health  magazines  were  started  in  the 
1940s  by  Jack  T.  Schwartz  when  I  was 
barely  a  teenager.  Years  later,  when  I 
was  24,  this  outstanding  businessman 
backed  me  in  my  first  startup  idea. 
This  led  to  a  wonderful  30-year  part- 
nership in  publishing  ventures. 
— L.d  Solomon 
New  York  N.Y. 


Home  again 

Sir:  Your  article  "Is  Texas  losing  its 
independence?"  (Dec  14.  1987)  stated 
that  Governor  Clements  attended  a 
New  York  luncheon  "to  beg  more 
than  two  dozen  corporate  chiefs  who 
already  have  Lone  Star  outposts  for 
more  Texas  investment." 

Many  governors  spend  most  of  their 
time  cruising  the  world  to  bring  in- 
dustries into  their  states.  We  believe 
that  is  important,  but  a  higher  priority 
should  attach  to  satisfying  those  busi- 
nesses already  located  here. 
— Edward  O  Vetter 
(  bairman, 
Department  of  Commerce 

Austin.  Tex 
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CONSIDER  SECTOR  INVESTING 


In  Today's  Market 

Here's  a  List  Of 

Things  You  Can  Do. 


The  35  Fidelity  Select  Portfolios 


Air  Transportation 

American  Gold 

Automation  and  Machinery 

Automotive 

Electronics 

Energy 

Energy  Service 

Financial  Services 

Biotechnology 
Broadcast  and  Media 

Food  and  Agriculture 
Health  Care 

Brokerage  and  Investment  Management 

Capital  Goods 

Chemicals 

Housing 

Industrial  Materials 

Leisure 

Computers 

Defense  and  Aerospace 

Electric  Utilities 

Life  Insurance 

Medical  Delivery 

Paper  and  Forest  Products 

Precious  Metals  and  Minerals 

Property  and  Casualty  Insurance 

Regional  Banks 

Restaurant  Industry 

Retailing 

Savings  and  Loan 

Software  and  Computer  Services 

Technology 

Telecommunications 

Transportation 

Utilities 


Choose  Industries,  Not  Stocks 


Fidelity  offers  35  Select  Portfolios  to  investors  look- 
ing for  a  different  approach  to  today's  volatile  market.  If 
you're  investing  for  long-term  growth  but  don't  want  to 
pick  from  hundreds  of  stocks,  you  can  invest  in  the 
stock  market  by  taking  a  managed  approach  and  invest- 
ing in  one  or  more  of  our  35  industry  sector  portfolios. 
Fidelity's  industry  experts  do  the  stock  picking  for  you! 


Today's  market  means  some  aggressive  investors 
are  looking  for  a  way  to  better  target  their  investments. 
Choosing  a  specific  industry  or  sector  for  its  long-term 
growth  potential  can  be  a  valid  approach  for  today. 

But  remember,  since  Fidelity  Select  Portfolios  are 
non-diversified  and  focus  on  specific  industries,  they 
are  targeted  to  investors  willing  to  accept  the  risks  of 
greater  share  price  volatility. 


Plus  these  Fidelity  Extras! 

Answers  24  hours  a  day  •  Free  S&P  Sector  Newsletter  •  Combined  Statements 

•  Low  Minimum  Investment  of  $1000,  $500  for  IRAs 


Call  toll-free 
1-800-544-6666 

In  Mass.  call  colled  6l"-523-1919 
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We  start  out  innocently  enough.  But 
all  too  soon,  we  start  having  to  conform 
to  the  tyrannies  of  chairs  that  don't 
conform  to  us. 

High  chairs.  School  chairs.  Office 
chairs  that  reflect  a  concern  for  our 
status  at  the  expense  of  our  stature. 

Unfortunately  for  our  bodies,  you 
can't  judge  an  office  chair's  conformance 
by  its  appearance.  You  have  to  undress 
it,  check  how  it's  built. 

Do  this,  and  you'll  discover  that  one 
chair  stands  apart. 

It  features  a  one  piece  inner  shell, 
for  example,  that's  flexible  in  some 
places,  inflexible  in  others. 

How  do  you  make  a  shell  like  this? 
Nothing  to  it.  You  simply  instruct  your 
engineers  to  invent  a  new  technology. 

Then  you  ask  them  to  invent  another 
that  marries  this  shell  to  the  internal 
mechanism  in  a  way  that  gives  support 
and  freedom  of  movement. 


Because  the  human  body  needs  to  be 
hugged  and  allowed  to  wiggle. 

Then  you  ask  them  to  invent  a  tech- 
nology that  bonds  foam  to  fabric  in 
a  way  that  allows  the  chair  to  "breathe." 

And  to  invent  a  low  profile  base 
that  can  accommodate  a  greater-than- 
ever  height  adjustment  range  without 
looking  bulky. 

Then  you  ask  for  snap-on  casters 
and  glides,  replaceable  cushions  and 
changeable  arms. 

And  before  you  know  it,  you've  cre- 
ated a  whole  new  kind  of  office  chair 
that  doesn't  look  like  a  whole  new  kind 
of  office  chair... until  it's  naked. 

Sensor,"  from 
designer  Wolfgang 
Mueller-Deisig 
and  the  inventive 
engineers  and 
designers  of 
Steelcase. 


The  Office  Environment  Company 


For  more  information,  call  1-800-447-4700 
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VISIT 
THE  GIRL 
NEXT  DOOR. 

Traveling  to  Asia  is 
as  easy  as  visiting  a 
neighbor. 

Because  we  fly  from 
over  200  cities  in  the 
U.S.  to  more  of  Asia's 
business  centers — like 
Hong  Kong,  Tokyo,  and 
Seoul — on  nothing  but 
747s. 

And  we  fly  nonstop 
from  places  like  New 
York,  Chicago,  Los 
Angeles. 

That  and  our  forty 
years  experience  make 
us  the  preferred  U.S.  air- 
line to  the  Far  East. 

So  call  your  travel 
agent  or  Northwest  at 
I  -800-447-4747.  If 
you've  got  business  in 
Asia,  we'll  make  it  as 
simple  as  a  trip 
around  the  block. 


LOOK  TO  US      NORTHWEST  AIRLINES 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


FORECAST  FOR  1988 

A  tougher  year  but,  for  those  who  work  harder  and  with  sharper  pencils,  it  should  be  a  decent  one. 

DID  GORBY  GALLOP  AWAY  WITH  THE  SUMMIT? 


Substantively,  no.  Not  at  all.  In  consequential  but  intan- 
gible ways,  he  scored  significantly.  Both  on  TV  and  in 
person  he  favorably  impressed  most  who  saw  or  met  him. 

Did  he  snow  the  country,  or  try  to?  Neither.  He  made 
the  most  of  the  opportunities  to  talk  directly  to  the  Ameri- 
can people.  He  often  talked  with  openness  instead  of  in 
circumlocutory  jargon.  During  his  summation  he  was 
frequently  boring.  He  gave  tough-to-sarcastic  short  shrift 
to  the  U.S.  press  mighties  when  touchy  issues  were 
touched  on. 

Nor  did  Mrs.  Gorbachev's  sometimes  unwinsome  ways 
with  Mrs.  Reagan  convey  any  thought  that  the  visit  was 
orchestrated  to  snow-job  the  nation. 

At  the  splendid  State  Department  luncheon  hosted  by 
Secretary  of  State  George  Shultz  and  Mrs.  Shultz,  the 
receiving  line  "took  longer  to  pass  than  any  in  my  mem- 
ory," observed  one  eminent  Old  Hand  But  it  was  for  an 
extraordinary  reason.  To  almost  half  of  those  shaking  his 


hand,  the  Communist  Party  General  Secretary  had  com- 
ments to  make,  which  showed  clearly  he  not  only  had 
been  briefed  on  the  250  guests  but  had — remarkably — 
retained  and  used  the  information. 

At  our  table,  new  Secretary  of  Defense  Frank  Carlucci 
had  Foreign  Minister  Shevardnadze  (who,  by  Hollywood 
standards,  was  a  perfect  typecast  in  mien  and  manner)  on 
his  right.  To  our  fascination,  they  engaged  frankly  but 
unbilefully  in  spirited  discussions  of  unresolved  summitry 
issues.  There  were  no  resolutions  of  differences  at  lunch 
nor,  it  turned  out,  were  they  resolved  at  later  sessions. 

The  summit  was  good  and  useful  for  the  United  States, 
for  President  Reagan  and  mightily  helpful  for  Vice  Presi- 
dent Bush.  The  summit  was  good  and  useful  for  the 
U.S.S.R  and  for  General  Secretary  Gorbachev,  who  faces 
huge  economic  and  Politburo  problems  at  home. 

Both  sides  can  claim — and  are  claiming — reasonable 
summit  success. 


SPEAKING  OF  OUR  NEW  SECRETARY  OF  DEFENSE  FRANK  CARLUCCI 


In  the  next  12  months  he  can  and  I  believe  will  have  an 
enormous  all-to-the-good  impact  The  three  Services'  con- 
ventional capability  readiness  will  improve  while  De- 
fense's incredible  spending  will  be  significantly  cut. 

Secretary  Carlucci  has  already  begun  doing  what  Cap 
Weinberger  could  never  bring  himself  to  do — make 
choices  between  super-high-tech  systems  voraciously 
fought  for  by  each  of  the  Services. 


Such  unbridled,  no-choices-made  defense  spending  ac- 
counts in  major  measure  for  the  budget  deficits  that  have 
resulted  in  President  Reagan's  doubling  instead  of  reduc- 
ing the  federal  debt. 

Secretary  Carlucci  may  well  emerge  as  the  genuine  hero 
of  this  Administration's  final  year.  In  so  doing,  he  will 
make  an  immense  contribution  to  the  prospects  of  the 
Republican  presidential  candidate. 
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TWO  MAJOR  PLAYERS  GO  TO  WASTE 


Dear  Malcolm, 

You've  been  wondering  in  your  column  (Fact  and 
Comment,  Aug.  10  and  Dec.  15,  1986)  why  no  large  U.S. 
companies  were  willing  to  get  into  the  business  of 
hazardous  waste  disposal.  I  wanted  to  let  you  know  that 
Phillips  and  Raytheon  are  now  in  that  business  together. 
We  have  formed,  through  subsidiaries,  Incinatrol  Inc.,  a 
company  which  will  design  and  build  waste  incineration 
facilities.  Our  technology  was  developed  at  Phillips' 
R&D  center  and  proven  in  a  commercial-scale  facility 
that  was  the  first  ever  to  receive  an  operating  permit 
under  the  federal  Resource  Conservation  and  Recovery 


Act  (RCRA).  This  facility,  which  has  been  in  operation 
since  1983,  has  already  destroyed  more  than  4  million 
pounds  of  hazardous  wastes.  We  expect,  as  you  do,  that 
the  market  for  hazardous  waste  incineration  will  grow 
rapidly.  And  we  feel  confident  that  Incinatrol  can  be  a 
major  factor  in  that  market  with  its  proven  technology 
and  operating  experience. 

Sincerely, 

Pete 

C.J.  Silas,  Chief  Executive  Officer 

Phillips  Petroleum  Company 


TOO  OFTEN  FROM  THE  WISDOM  GARNERED  WITH  AGE  AND  EXPERIENCE 

you  know  what  can't  be  done.  Those  who  don't,  try — and  often  end  up  doing  what  couldn't  be  done. 

EVERYBODY  CLAIMS  TO  HAVE  FORESEEN  THE  MARKET  CRASH 


(And  almost  everybody  claims  to  have  sold  their  stocks 
before  it  happened.) 

But,  beyond  a  shadow  of  a  doubt,  the  packagers  of  Sun  Maid 
Raisins  indisputably  take  the  cake  for  foresightedness. 

Writes  University  of  Missouri  law  student  Lance  Haley: 
"On  the  evening  following  the  recent  stock  market  crash,  I 
was  trying  to  stave  off  my  hunger  by  indulging  in  some 
raisins.  Much  to  my  surprise,  I  read  this  on  the  back  of  the 
box:  'Great  Depression  Cake  ...  a  cake  that 
became  popular  after  the  stock  market  crash 
of  1929.'  " 

For  any  who  think  preparation  for  the  worst 
is  in  order,  here's  the  recipe  to  practice  on. 

"Take  away  the  milk,  the  eggs,  and  the 
butter  and  what  do  you  have  left?  A  great 
tasting  moist  and  spicy  cake  that  became 
popular  after  the  stock  market  crash  of 
1929.  Here's  our  special  version. 


2  cups  sugar 

2  cups  strong  coffee 

1/2  cup  shortening 

2  cups  Sun  Maid  Raisins 

1  apple  peeled,  grated 


2  cups  all  purpose  flour 

1  teaspoon  baking  soda 

2  teaspoons  baking  powder 
1  teaspoon  each,  cinnamon, 

allspice,  cloves,  nutmeg 


1  cup  chopped  Diamond  Walnuts 

"In  large  saucepan,  simmer  the  first  five  ingredients 
for  10  minutes,  stirring  occasionally.  Cool  10  minutes. 
Blend  together  the  remaining  ingredients 
and  stir  into  mixture.  Pour  batter  into  well- 
greased  and  floured  13  x  9-inch  pan.  Bake 
at  350°F  for  25  to  30  minutes,  or  until 
toothpick  inserted  in  center  comes  out 
clean.  Cool  and  dust  with  powdered  sugar  if 
desired. 

"Note:  2  cups  of  water  may  be  substitut- 
ed for  the  coffee.  Diced  candied  fruit  may  be 
added  for  an  easy  fruitcake." 


A  HOPEFUL  DAD  WRITES  ABOUT  RAISING  THRIFTY,  REASONABLE  KIDS 


The  following  Fact  and  Comment  by  Forbes  founder 
B.C.  appeared  in  the  Jan.  15  issue  of  1928 — just  60 
years  ago. 

"My  eleven-year-old  hopeful  came  to  me  with  a  busi- 
ness proposition  at  the  beginning  of  December  which  has 
made  me  think.  'I  heard  you  say,'  he  began,  'that  the 
electric  light  bill  was  very  big  last  month.  I  know  that 
lights  are  often  left  burning  that  we  don't  need.  I'll  make 
you  an  offer.  Give  me  charge  of  putting  out  as  many  lights 
as  I  can  this  month  and  then  give  me  half  of  what  I  save. 
Will  you  do  it?' 

"I  promptly  agreed.  The  approach  of  Christmas  had 
quickened  in  him,  1  discovered,  a  desire  to  earn  money 
because  he  found  he  didn't  have  enough  cash  to  buy  all  the 
gifts  he  wanted  to  buy.  Later  in  the  conversation  I  learned 


that  the  idea  of  shouldering  this  new  responsibility  ap- 
pealed to  him. 

"I've  been  asking  myself  since  such  questions  as  these: 
Isn't  a  sense  of  necessity  a  wonderfully  effective  prod? 
Hasn't  the  boy  who  doesn't  get  everything  he  wants  a 
powerful  advantage  over  children  who  do?  Isn't  early  train- 
ing in  economy  an  incalculably  valuable  asset?  Again, 
don't  we  all  want  to  reap  the  benefits  of  our  own  exer- 
tions? Haven't  most  of  us  an  ambition  to  work  for  our  own 
account?  Also,  do  we  not  love  to  feel  that  we  are  fit  to  be 
entrusted  with  responsibilities?  Isn't  the  idea  of  being  a 
boss  attractive? 

"I  wonder  whether  these  elemental  traits  of  human 
nature  are  always  taken  sufficiently  into  account  by  all 
those  clothed  with  the  duty  of  handling  others?" 
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WITH  HIS  TWO  GREAT  TV  COUPS,  TOM  BROKAW  DONE  REAL  GOOD 

In  his  exclusive  presummit  interview  with  Gorbachev, 
followed  a  few  days  later  by  exclusive  debate  panel  with  all 
the  presidential  candidates,  Tom  Brokaw  handled  himself 
and  them  effectively.  Very  effectively. 

His  querying  is  neither  querulous,  aggressively  hostile 
nor  irritatingly  arrogant. 

He's  clear  and  concise,  firm  and  fair. 

He  doesn't  act  as  though  he's  the  star  and  the  guests 
his  foils. 

Good  man,  Tom  Brokaw. 


THE  APPALLING  SPEED 
WITH  WHICH  TIME  PASSES 

often  comes  to  mind,  particularly  as  ever  more 
rapidly  occurring  birthdays  remind  us  that  we  have 
less  of  it  left. 

When  you're  a  kid,  the  time  between  Christmas- 
es  seems  an  eternity,  and  for  a  teenager  waiting  to 
age  enough  to  get  a  driver's  license,  it  is  an 
eternity.  But  after  that,  only  during  pain  or  heart- 
break does  time  seem  to  stand  still. 

As  brilliant  cartoonists  so  often  do,  Stan  Hunt,  in 
this  drawing,  says  it  better  than  we  wordmongers 
are  able  to. 


'It's  a  damned  outrage,  Faversham.  Do  you  realize  that  in  a 
mere  fifteen  years  we've  gone  from  fifty  fire  to  seventy?" 


THE  SMARTEST  BOSSES 

pick  execs  who  are  smarter. 


TO  THE  SEEKER,  "FAIR" 

treatment  is  getting  what  was  sought. 


BOOKS 


•  The  Bonfires  of  the  Vanities — by 

Tom  Wolfe  (Farrar  Straus  Giroux, 
$19.95).  A  making-it  Wall-Streeter 
and  his  mistress  are  terrified  in  the 
Bronx,  virtually  unknowingly  hit  and 
kill  a  would-be  helper.  An  engrossing 
tale  of  big  fcity  politics  involving  Har- 
lem, ambitious  DAs  and  important 
chics.  What  a  movie  it  will  make.  It's  Tom  Wolfe's  first 
novel,  and  I  hope  this  fabulous  writer  (The  Right  Stuff, 
Radical  Chic,  The  Electric  Kool-Aid  Acid  Test)  won't 
forsake  bringing  his  unmatched  skills  to  bear  again  and 
again  on  the  unnovelized  forces  of  this  age. 

Excerpt:  Onceyou  lived  in  a  $2.6  million  apartment  on 
Park  Avenue — it  was  impossible  to  live  in  a  $1  million 
apartment!  What  did  a  million  get  you  today!  At  most,  at 
most,  at  most:  a  three-bedroom  apartment — no  servants' 
rooms,  no  guest  rooms,  in  a  white-brick  high-rise  east  of 
Park  Avenue  in  the  1960s  with  8>/2-foot  ceilings,  a  dining 
room  but  no  library,  no  fireplace,  skimpy  lumberyard 
moldings,  if  any,  plasterboard  walls  that  transmit  whis- 
pers, and  no  private  elevator  stop.  .  .an  impossibility!  Since 
I've  foreseen  it,  God,  you  can't  let  it  happen,  can  you?  .  .  . 


•  BusCapade  -  Plain  Talk  Across 
the  USA— by  Allen  H.  Neuharth 
(USA  TODAY  Books,  $16.95). 
Conceiver  and  deliverer  of  that  vi- 
brant and  growingly  successful 
national  daily,  USA  Today,  Al 
Neuharth  took  a  lot  of  flak  from 
intellectual  smartasses  while  Bus- 
Capading  through  the  50  states  to  get  a  firsthand  bead  on, 
and  on-the-scene  feel  and  exposure  to,  America's  inhabit- 
ants and  inhabitats.  As  profusely  and  colorfully  illustrat- 
ed as  USA  Today,  this  closeup  makes  for  a  fascinating 
read  for  all  who  need,  or  who  just  want  to  have,  a 
comprehensive  sense  of  our  nation. 
Excerpts:  "Politics  plays  the  role  in  Louisiana  that  TV 
wrestling  does  in  the  rest  of  the  nation.  It  is  fixed.  It  is 
flamboyant.  It  is  surreal.  It  is  our  spectator  sport." — 
Eugene  Schlossberger,  professor,  Louisiana  State  Universi- 
ty, Baton  Rouge,  La.  .  .  .  "Inherently,  cattle  people  are 
hopeful  and  honest.  A  wink  of  the  eye  or  a  handshake  is  a 
cattleman's  word.  This  is  one  of  the  few  businesses  where 
when  you  say  'the  check  is  in  the  mail,'  it  really  is." — 
Harley  Custer,  cattle  farmer,  Edmond,  Okla.  . .  . 
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Can  a  car  quiet  the  wind?  In  a  sense,  that 
is  precisely  what  the  new  Honda  Accord 
LXi  is  designed  to  do. 

The  shape  is  aerodynamic.  Clean  all 
around.  Windshield,  windows  and  door  han- 
dles are  flush.  Headlights  are  retractable. 

The  stance  is  low;  over  a  newly  refined 
double  w  ishbone  suspension  system.  Front 
and  rear  stabilizer  bars  are  now  larger. 


Stronger.  So  handling  is  more  responsivi 
Overall,  the  design  provides  an  effect 
sound  barrier  against  wind  and  road  no 
And  while  you  may  be  traveling  on  eartf 
at  something  less  than  mach  speed,  yo 
enjoy  the  simple  comfort  of  quiet. 
The  experts  at  Motor  Trend  concur. 
"Cruising  the  high-banked  oval  at  tc 
speed,  passengers. .  .carried  on  hushed 
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nversation  in  a  dead-flat  acoustic  environ- 
*nt.  Wind  noise  was  minimal  and  road 
ise  was  dampened  effectively." 
In  the  cockpit,  with  your  foot  pushing 
*  accelerator,  you'll  find  something  else  to 
joy.  A  new,  120  horsepower,  fuel-injected 
gine  with  9%  more  takeoff  power. 
And  while  air  conditioning  is  standard, 
"re's  also  a  power-operated  Moonroof.  It 


has  its  own  wind-deflecting  device. 

Will  the  Honda  Accord,  a  car  considered 
to  be  the  standard  by  which  other  four-door 
sedans  are  measured,  ever  stop  getting 
better?  If  you  ask  the  engineers  at  Honda, 
the  stratosphere's  the  limit. 


HONDA. 


The  Accord  LXi 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Hello 

"Hello,"  said  Malcolm  Forbes,  capi- 
talist tool. 

"Hello,"  said  Mikhail  Gorbachev, 
Communist  Party  leader. 

That  quick  meet  at  a  State  Depart- 
ment luncheon  in  Gorbachev's  hone 
was  just  one  of  the  sometimes  al- 
most surreal  encounters  in  the  Soviet 
leader's  all-out  attempt  to  reach  be- 
yond official  Washington  to  the 
country  at  large. 

As  Forbes,  the  well-known  motor- 
cyclist, left  the  receiving  line,  he  was 
asked  about  the  economic  prospects 
for  Smith  and  Keynes  in  the  land  of 
Marx,  Engels  and  Lenin.  "Well,  right 
now  I  think  they're  still  contemplat- 
ing creeping  capitalism,"  Forbes  said. 
"I  think  they  ought  to  leap  into  it." 
— David  Remnick,  Washington  Post 
*    *    * 

Manhattan's  two  most  famous  cap- 
italists— Malcolm  S.  Forbes  and  Don- 
ald J.  Trump — got  a  chance  to  meet 
the  top  Communist  this  week,  and 
both  came  away  impressed. 

"The  fact  that  he  mixes  a  little  ven- 
om with  the  candor — he  unloaded  on 
the  press  people  he  met — to  me,  it  lends 
credence  to  the  fact  that  he's  not  trying 
to  snow-job  us,"  Mr.  Forbes  said. 

Mr.  Trump  said  he  was  still  suspi- 
cious and  hoped  that  the  Americans 
were  not  overly  eager  to  make  a  deal 
with  Mr.  Gorbachev.  "In  the  art  of 
deal  making,"  he  said,  "you  should 
not  want  to  make  the  deal  too  much." 

But  the  Russians  softened  up  even 
Mr.  Trump  when  they  told  him  they 


loved  Trump  Tower  and  invited  him 
to  build  a  hotel  in  Moscow. 

"So  maybe  capitalism  is  right 
around  the  corner,"  he  said. 

— New  York  Times 

Deep-Freeze  Defense 

Without  the  cold  weather,  we'd  be 
overrun.  Literally. 

— Rudy  Perpich, 

Minnesota  Governor,  in  BusCapade, 

by  Allen  H.  Neuharth 

Bear  Terror 

Grizzlies  in  general  will  avoid  peo- 
ple and  people  should  avoid  them,  by 
not  foolishly  getting  in  their  way. 
Once,  not  long  ago,  a  writer  visiting 
Alaska  pitched  his  tent  on  a  bear  trail. 
A  bear  removed  the  writer  from  the 
tent,  ate  him,  and  left  nothing  much 
but  the  pencil. 

— John  McPhee, 
Coming  into  the  Country 

Second-Biggest  Business 

Sports  inc.:  the  Sports  Business 
Weekly  has  compiled  a  gross  nation- 
al sports  product  (GNSP).  The  New 
York  City-based  magazine  says 
Americans  last  year  sank  $47.25  bil- 
lion, or  more  than  1%  of  total  GNP, 
into  sports.  That  puts  sports  just 
below  the  $49.5  billion  motor  vehi- 
cles industry  but  well  ahead  of  the 
$38.9  billion  U.S.  petroleum  and  coal 
business.  The  GNSP  includes  esti- 


ROTHCO 


A  penny  for  your  thoughts,  dear 


mates  of  spending  on  legal  sports 
betting  ($2.7  billion),  ski  lessons, 
rentals  and  lift  tickets  ($1.13  billion) 
and  purchases  of  baseball  and  other 
trading  cards  ($200  million). 

— Time 


Too  often  we  face  the  past 
and  back  into  the  future. 

— Secretary  of  State  George  Sbnlti 


The  Red  Menace 

Bolshevistic  Russia  and  all  agencies 
of  communism,  anarchism  and  so- 
cialism work  overtime  in  New  York. 

But  an  analysis  of  the  communistic 
element  will  reveal  that  the  rank  and 
file  of  their  number  comprise  those 
who  do  not  want  to  work,  who  shirk 
responsibility,  or  are  incapable  of 
competing  with  their  fellows. 

New  York,  as  in  every  other  field 
of  human  activity,  leads  in  the  num- 
ber of  its  communists,  anarchists 
and  socialists,  and  yet  the  police 
have  adopted  methods  which  pre- 
vent any  serious  demonstrations  or 
attempts  at  violence. 

Communism  in  New  York  may  be 
a  menace,  but  the  city  fathers  are  tak- 
ing good  care  that  this  "menace"  does 
not  become  a  serious  one. 
—New  York  1932:  The  Wonder  City, 
by  W.  Parker  Chase 

It's  All  Mental 

The  only  toys  of  my  childhood  were 

stones.  I  pulled  a  stone  with  a  string — 

I  was  the  horse,  and  the  stone  was  the 

Gilded  Chariot  of  the  Shah. 

— Ryszard  Kapuscinski,  New  Yorker 

NO  Extra  Charge 

Lured  by  an  ad  for  an  apartment  in 
Greenwich  Village,  Barbara  Kaiser  got 
the  key  from  the  rental  agent,  climbed 
three  flights  of  stairs,  turned  the  key 
in  the  lock  and  pushed.  The  door 
wouldn't  budge.  She  braced  a  shoul- 
der against  the  door  and  tried  again. 
The  door  flew  open  to  reveal  a  small 
studio,  obviously  hastily  evacuated. 
As  she  stepped  back  to  get  a  better 
view,  she  observed  a  full-sized  Indian 
war  canoe  hanging  from  the  ceiling. 
Back  she  went  to  the  rental  agent. 

"From  the  look  on  your  face,  I  gath- 
er you  didn't  like  it,"  the  agent  said. 

"There's  a  canoe  on  the  ceiling," 
she  said. 

"It  comes  with  the  apartment,"  the 
agent  said. 

— New  York  Times 
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If  you're  not  sure  what  size  sweater 
to  order,  ask  for  Sharon. 

She'll  make  sure  you  get  the  one  that  fits. 


Sharon  manages  the  friendly,  well- 
informed  operators  who  answer 
the  phone  when  you  dial  the 
toll-free  Lands'  End  number: 
1-800-356-4444. 

If  she  doesn't  answer  the  phone 
herself,  the  person  who  does  will  be 
able  to  tell  you  what  you  want  to 
know — about  size,  fit,  material,  color, 
availability — whatever.  Including  our 
unconditional,  two-word  guarantee: 

GUARANTEED.  PERIOD.' 

If  you  already  have  one  of  our  catalogs, 
you  will  find  it  convenient  to  have  it  at 
hand  when  you  call.  If  not,  why  not  ask 
for  one.  Or,  if  you  prefer,  mail  the 
coupon  below.  It's  free. 
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Remember,  you  can  call  us  toll-free 
any  hour  of  the  day  or  night.  One  of  us 
will  answer.  We  certainly  don't  want  you 
to  talk  to  a  machine. 

Our  Drifter  Cotton  Sweater. 

Wear  it  12  months  of  the  year,  with 
everything  from  khakis  to  blazers  to 
swimsuits.  Pure  combed  cotton,  with 
fully-fashioned  saddle  shoulders  for 
easy-moving  comfort.  Available  for 
men,  women  or  children,  in  8 
exhilarating  colors,  at  a  typically 
sensible  Lands'  End  price:  just  $28.50 
for  grown-ups,  $25. 50  for  kids.  Discuss 
your  selection  with  Sharon,  won't  you? 


Please  send  free  catalog. 

Lands'  End    Dept.  H-05 
Dodgeville,  WI 53595 

Name 


Address . 


City. 


State. 


.  Zip. 


Or  call  Toll-free: 

1-800-356-4444 


Your  experienced  partner 
in  worldwide  financial  affairs. 


If  you  want  to  be  successful  in 
world  markets,  team  up  with  a 
bank  which  has  proven  its  exper- 
tise in  financial  affairs  - 
Bayerische  Vereinsbank  Our 
know-how  is  based  on  200  years 
of  tradition  and  experience  - 
and  you  can  profit  from  it 

We  hold  a  strong  position  through- 
out West  Germany  and  in  major 
financial  centers  abroad  Our 
strength  is  derived  from  13,000 
well-trained  employees,  the  best  in 
modern  worldwide  communi- 
cation and  information  systems  as 
well  as  sound  business  policies. 


Bayerische  Vereinsbank  can 
assist  you: 

•  in  following  up  trends  and 
business  developments  on  a 
worldwide  scale 

•  in  choosing  the  right  business 
partners 

•  in  financing  your  foreign  busi- 
ness 

•  with  the  arrangement  of  pay- 
ments and  the  management  of 
financial  assets 

•  by  providing  access  to  the  capi- 
tal market  through  innovative 


investment  banking,  financing, 
bond  and  equity  placements 
as  well  as  stock  exchange  intro- 
ductions 

In  this  changing  world,  we.give 

you  valuable  advice.  Please  contact  us 

Bayerische  Vereinsbank  AG 
New  York  Branch 
335  Madison  Avenue,  19th  Floor 
New  York,  NY  1001 7 
Telephone  (212)  210-0300 
Telex  1  26  745  ubb  nyk 


« 


BAYERISCHE 
VEREINSBANK 


Our  network  In  the  USA:  Atlanta,  tel  (404)87.  00  Chicago,  tel  1312)368-3300  Cleveland,  tel  (216)566-8055  Los  Angeles,  tel  (213)629-1821  New  York.  BV  Capita 
Inc  tel  (212)  808-0990  Our  international  netv  >ik  Athens.  Beijing.  Budapest.  Caracas.  Hong  Kong.  Johannesburg.  London.  Luxembourg.  Madrid,  Manama.  Milan.  Modem 
Paris.  Rio  de  Janeiro,  Sao  Paulo.  Tehran.  Tokyo,  Zurich.    Head  Ottice  Munich:  Kardinal-Faulhaber-Strasse  1.  D-8000  Munchen  2.  Telephone  (089)  2132-1.  Telex:  52861-0  bv  < 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  ECONOMY  IN  1988?  KEEP  TOUR  FINGERS  CROSSED 


Rarely  have  the  economic  fundamentals  for  the  U.S. 
been  better.  Individual  income  tax  rates  have  come  down 
again  in  January,  bringing  them  to  levels  not  seen  in 
almost  60  years.  Investment  has  been  booming,  rising 
from  $447  billion  in  1982  to  $700  billion  in  1987.  Job 
creation  has  been  so  vigorous  that  we  now  face  shortages 
of  skilled  workers  as  well  as  a  dearth  of  new  entrants  into 
the  labor  force. 

The  U.S.  trade  balance?  It  almost  always  deteriorates 
when  we  grow  faster  than  the  rest  of  the  world,  which  has 
been  the  case  in  most  of  this  decade. 

The  budget  deficit?  It  is  shrinking,  especially  when  you 
factor  in  state  and  local  surpluses,  which  run  $50  billion  to 
$60  billion  a  year. 

Yet  activity  this  year  will  be  weaker  and  business  will  be 
tougher  for  many  to  get.  Why?  Because  of  mistaken  ideas. 

The  greatest  threat  to  the  U.S.  and  world  economy  in 
1988  and  beyond  is  obsolete  thinking.  We  will  avoid  a 
recession  before  November.  But  if  a  new  President  takes  to 
heart  only  a  fraction  of  what  passes  for  wisdom  today 
among  economists,  he  and  we  will  be  in  for  four  years  of 
rough  sledding. 

Now  for  predictions.  After  a  fast  start,  the  economy  will 
slow.  For  the  year,  it  will  expand  2%  to  3% ;  not  bad,  but  it 
would  have  been  5%  if  not  for  our  mistakes  in  hurting  the 
dollar.  The  trade  imbalance  will  get  better  as  the  American 
economy  loses  its  vigor.  Stocks  will  be  volatile,  ending  up 
the  year  a  tad  higher.  Similarly,  interest  rates  will  come  off 
a  bit.  The  prime  will  be  8% .  The  dollar  is  at  its  low;  it  will 
rally,  but  no  more  than  10%. 

Where  Trouble  Lurks 

The  three  danger  areas  remain  the  dollar,  trade  and  taxes. 

The  dollar.  Treasury  Secretary  Baker's  dump-on-the- 
dollar  policy  has  already  raised  inflation  from  1%  in  1986 
to  almost  5%  today.  (George  Bush,  with  the  most  to  lose 
from  bad  economic  news,  is  lucky  that  this  trend  will  be 
ameliorated  temporarily  by  a  weak  OPEC.)  Interest  rates 
are  one  and  a  half  times  what  they  should  be. 

Baker's  program  mistakenly  assumes  that  devaluation  is 


the  way  to  turn  around  a  trade  deficit.  Amazingly,  one 
would  be  hard  put  to  find  one  instance  in  the  past  50  years 
when  such  a  policy  has  had  any  long-term  success;  even 
where  it  has  achieved  narrow  progress  in  terms  of  trade,  it 
has  had  damaging,  disruptive  effects  on  the  rest  of  the 
economy.  Economists  and  policymakers  like  Baker  miss  a 
vital  fact:  The  economy  is  like  the  environment.  A  cheap 
dollar,  like  a  toxic  chemical,  impacts  more  than  its  intend- 
ed target. 

Trade.  A  corollary  to  currency  debasement  is  the  notion 
that  a  trade  surplus  or  deficit  is  a  badge  of  health  or  illness. 
Rarely  has  the  U.S.  economy  been  stronger  in  terms  of 
technological  innovation,  job  creation,  investment.  Yet 
economists  believe  we  are  weak  because  of  our  merchan- 
dise trade  shortfall. 

Spanish  Flaw 

The  error  here  goes  back  to  the  old  mercantilist  notion, 
practiced  most  vigorously  by  Spain  300  years  ago,  that 
wealth  was  a  pile  of  gold  and  silver  in  the  ground,  which 
could  be  obtained  only  by  a  trade  surplus  or  through 
looting  areas  such  as  Latin  America.  Adam  Smith  demol- 
ished the  notion  200  years  ago,  but  it  still  lingers  among 
economists  today.  Otherwise,  they  would  notice  that 
trade  surpluses  have  done  little  to  better  such  basket  cases 
as  Mexico  and  Brazil. 

Trashing  the  dollar  is  one  symptom  of  this  protectionist 
virus.  The  punitive  measures  Congress  is  ready  to  pass 
against  Japan  are  another. 

Taxes.  The  anti-Wall  Street  tax  bill  Congress  was  ready 
to  pass  in  October  helped  create  the  stock  market  panic. 
As  a  result,  these  and  many  other  noxious  provisions  are 
out.  This  year's  tax  increases  are  not  likely  to  be  very 
damaging.  The  question,  though,  is  whether  the  new  Pres- 
ident will  be  as  firm  on  this  front  as  was  Ronald  Reagan. 

A  tax  on  income  is  not  merely  a  device  for  collecting 
revenue;  it  is  a  price.  If  the  price  on  work,  innovation, 
investment  is  high,  we  get  less  of  it.  Too  few  in  Washing- 
ton, on  Wall  Street  and  in  academic  circles  can  grasp  this 
elementary  truth. 
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HOW  FAR  CAN  YOU  SEE  INTtl 
YOUR  FINANCIAL  FUTURE' 


New  bngland  Mutual  Life  Insurance  Company,  Boston  MA 


Can  you  see  the  financial  opportunities 
that  may  await  you?  Can  you  see  the  unex- 
pected expenses  that  might  arise? 

We  can  help.  We're  The  New  England,  a 
family  of  companies  offering  an  array  of  finan- 
cial products  of  the  highest  quality-life  insur- 
ance, investment  products,  financial  planning 
and  more.  Altogether,  we  have  over  S40 
billion  in  assets  under  management. 

When  you  form  a  relationship  with  one 
of  our  representatives,  you  do  it  knowing  that 
person  is  going  to  be  there  for  you -not  for  the 
short-term,  but  for  the  long  haul. 


Drawing  upon  his  or  her  knowledge  and 
experience,  our  representative  will  help  you 
anticipate  needs  before  they  arise,  build  your 
worth  and  create  a  carefully  planned  financial 
structure  that  supports  your  goals,  ambitions 
and  dreams. 

For  a  free  brochure  about  our  products 
and  services,  as  well  as  the  name  of  your  local 
representative,  phone  1-800-222-2725, 
Ext.  320. 

The  New  England.  Your  Financial 
Partner,  Your  Financial  Future. 


NlE 


The  New  England 

Your  Financial  Partner*- 


Innovation 


TODAY'S  DEFENDER  WEARS 
A  DIFFERENT  KIND  OF  ARMOR. 

Modern  military  platforms 
need  more  than  firepower  to  survive. 
Fighter  aircraft  must  jam  enemy 
radar  to  conceal  their  positions. 
Cruisers  must  coordinate  their  guns 
and  missiles  with  split-second  timing. 
Artillery  batteries  must  use  laser- 
guided  munitions  to  strike  with  pin- 
point precision. 

Today's  defense  depends  on 
advanced  electronic  systems  for  its 
success.  That's  why  electronics  is 
such  a  fast-growing  part  of  military 
business  opportunities,  and  why 
Lockheed  has  positioned  itself  to  be 
a  key  participant  in  this  growth. 

In  1986,  Lockheed's  business 
profile  included  20  different  lines  of 
business  in  electronics;  and  sales  can 
be  characterized  as  approximately 


one-third  electronics  and  software. 
By  1991,  Lockheed  projections  show 
more  than  half  its  revenues  being 
derived  from  these  vital  technologies. 
Nearly  40%  of  Lockheed's  engineers 
now  work  in  these  disciplines,  and 
plans  started  in  1984  should  put  more 
than  $700-million  in  new  electronics 
facilities  and  equipment  in  place  by 
1988.  The  purchase  of  Sanders 
Associates  in  1986  adds  even  more 
capabilities  from  one  of  the  outstand- 
ing companies  in  the  field. 

On  land,  at  sea,  in  the  air,  and 
now  on-orbit,  electronics  is  the  new 
armor  that  gives  modern  military  sys- 
tems their  winning  edge.  Lockheed  is 
making  sure  this  armor  fits,  no  mat- 
ter where  the  defense  stands  guard. 

^^Lockheed 

Giving  shape  to  imagination. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  enormous  bill 

for  public  pensions 

keeps  growing 


IT'S  TIME  TO  SHOOT  SANTA 

At  the  top  of  the  untouchable,  uncuttable  list  in  Washington 
comes  anything  to  do  with  public  pensions — whether  Social  Security, 
civil  service  or  military.  To  propose  containing,  or  even  merely  delay- 
ing, the  increase  in  the  cost  of  living  adjustment  (COLA)  for  any  of 
these  is  to  be  buried  in  loud,  politically  potent  protests.  But  consider: 
•  Civil  servants  who  retired  before  the  large  COLAs  of  the  inflationary 
1970s  often  get  more  in  pension  than  they  did  on  the  job.  •  So  do  many 
retired  military  personnel.  A  former  Navy  ace,  well  paid  in  the  defense 
business  since  retiring  in  1961,  gets  a  $32,000  military  pension  yearly, 
almost  50%  more  than  his  top  active  pay.  •  A  combination  of  civil 
service  and  military  pensions  can  seem  like  heaven  on  earth.  The 
pension  of  former  congressman  Hastings  Keith  increases  $170.52  a 
month  from  Jan.  1.  His  Social  Security  rose  $38.26  and  his  (separate) 
military  pension  $44.52  a  month.  Annual  total  now:  $75,500. 

Keith  is  cochairman  of  the  National  Committee  on  Public  Employee 
Pensions,  which  proposes  limiting  COLAs.  Says  he:  "The  pension 
benefits  of  most  federal  employees  far  exceed  the  private  sector  norm." 


The  question  isn't 
patriotism,  it's 
common  sense 


To  point  out  that  the  U.S.  cannot  afford  to  be  a  Santa  Claus  gone 
berserk  is  not  to  question  anyone's  patriotism  or  service  to  the  nation. 

Some  3.6  million  federal  retirees  got  $44  billion  in  pensions  in  1987, 
over  half  from  COLAs.  The  bill  will  be  $2  billion  larger  in  1988. 

The  military  pension  bill,  $14.9  billion  in  1982,  $18.1  billion  in  1987, 
will  hit  nearly  $25  billion  in  1992.  Some  55%  of  recipients  are  healthy 
and  not  yet  62.  The  average  service  retirement  age  is  41  to  42. 

These  service  pensions  cost  from  41%  to  56%  of  basic  annual  pay, 
against  16%  to  21%  of  basic  pay  for  risky  civilian  jobs  (police  or  fire 
services)  notes  Sylvester  Schieber  of  the  Wyatt  Co. 

The  bill  for  civil  service  pensioners  (13%  are  under  62)  was  $18  billion 
in  1982,  $26  billion  in  1987,  and  will  hit  $36  billion  in  1992.  Cost:  28% 
to  32%  of  basic  pay,  vs.  10%  to  12%  for  good  private  sector  plans. 


Take  a  chance 
on  losing  some 
public  servants 


Forget  any  idea  of  trimming  Social  Security  (1987  cost,  $206 
billion)  or  its  COLA  ( an  $8 . 6  billion  hike  to  come  in  1 98  8 ) .  An  election  is 
coming,  and  Washington  pols  fear  that  Representative  Claude  Pepper 
(D-Fla. )  will  march  his  Gray  Panther  retirees  to  lay  siege  to  Capitol  Hill. 

But  for  all  the  recent  minor  tinkering  (such  as  restricting  COLAs  for 
military  retirees  until  they  reach  62),  the  rising  bill  for  military  and 
civil  service  pensions  cries  out  for  action.  And  the  gap  between  private 
and  public  pension  costs  gives  an  idea  of  the  potential  cost-saving. 

The  reaction  to  a  proposed  cut  is  predictable.  Civil  servants  claim  to  be 

underpaid  by  comparison  with  the  private  sector  and  so  deserve  better 

pensions.  And,  it  is  claimed,  trimming  pensions  will  hurt  recruitment 

for  military  and  civil  service,  and  make  it  hard  to  retain  the  best 

people. 

Given  the  depth  of  the  budget  impasse,  it's  a  risk  worth  taking. 
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The  Forbes  Index 


i  i  i  i  i  i  i  i  i  i  i  i  i 

NDIFMAMJJASON 

•preliminary     frevised 


Living  on  borrowed  time  and  money?  A  0.4%  gain  in  the 
Forbes  Index  shows  that,  for  now,  the  economy  is  still 
moving  ahead.  Among  the  few  to  benefit  from  the  crash 
on  Wall  Street  were  home  buyers,  since  interest  rates  also 
fell.  That  fact  is  obscured,  though,  in  the  12-month  total 
for  new  housing  starts,  up  only  0.1%  from  October  to 
November.  Industrial  production,  boosted  by  mining  and 


power-  and  machine-tool  manufacturing,  increased  0.4% 
in  November.  Despite  mounting  layoffs  in  Detroit  and  in 
the  securities  industry,  the  six-month  moving  average  for 
initial  unemployment  claims  dropped  1.7%.  Although 
retail  sales  rose  0.2%  in  November,  to  $125.9  billion, 
consumer  installment  credit  rose  another  0.9%  for  the 
three  months  ending  October,  to  S606.3  billion. 


The  Forbes  Index  Components 


The  Forbes  Index  is  j  measure  of  U.S.  economic  activity 
composed  ot  eight  equally  weighted  elements  lotal  in 
dustii.il  production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  .ill  consume] 
prices,  the  level  of  new  orders  for  durable  good1,  com 
pared  with  manufacturers  inventories,  total  retail  sales. 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  hiKHis  monitors  ten 
series  of  U  S  government  data  The  last  'J  months'  datl 
for  each  series  are  presented  at  right 
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Introducing  a  new  choice  in  business 
communications. 
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Any  connection  between  voice  and  data 
is  purely  intentional. 


Wouldn't  it  be  great  if  the  same  w  ires  that  connected  your  phones  could 
also  be  used  to  connect  your  personal  computers?  Even  better,  if  the  phone 
system  for  your  business  came  from  a  cnmpam  that  knew  as  much  about 
-\ .,„  yvuYetaikingr      computers  as,  sa\.  1  BM? 

Well,  now  it  can. 

Introducing  the  IBM  9750  Business  Communications  System 

^\  and  its  centerpiece,  the  new  IBM  9751  CB\.  Developed  by  ROLM 

I  the)  give  you  all  the  advantages  of  digital  telephone  switching  (like; 

voice  messaging  and  lower  long  distance  costs),  plus  computer 

connectivity  for  \  irtuallv  any  desk  that  has  a  phone  on  it. 

Unlike  other  telephone  switches  (or  PBXs),  the  IBM  9751  CBJ 
comes  with  neark  every  line  "data-ready."  So  when  you  hook  up 
your  phones,  you  get  data  connectivity  in  the  bargain.  That  way,  yd 
no  l<  >nger  have  to  decide  in  advance  exactly  how  every  single  work- 
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tation  ought  to  be  networked.  You  have  the  flexibility  to  connect  occasional 
Dr  unexpected)  users,  easily  and  economically. 

For  example,  with  the  IBM  9750  fully  implemented,  if  an  executive 
uddenly  needs  a  PC  connected  to  a  host  computer,  you  plug  the  PC  into  the 
•hone  system.  You  don't  have  to  string  extra  cable  because  you'll  be  using 
/ires  that  are  already  there.  You  can  open  your  data  resources  to  more  people 
/ho  need  them,  without  spending  to  equip  areas  that  may  never  need  them. 

The  IBM  9750  Business  Communications  System  is  a  key  part  of  IBM's 
^communications  future,  and  when  ISDN  standards  are  established,  it  will 
e  able  to  work  with  them. 

Combined  with  all  of  IBM's  other  ways  to  connect  systems,  it  gives  you  new 
^eedom  to  run  things  your  way,  to  broaden  the  usefulness  of  your  networks, 
nd  to  control  their  expense.  To  learn  more,  call  your  IBM  ROLM  ===^=r  =: 
ystems  representative  or  Authorized  ROLM  Distributor. 


Forbes 


After  a  five-year  splurge,  U.S.  consumers  are  reining  in.  But 
capital  spending  and  foreign  shoppers  can  keep  the  game  going. 


Love  those  Harrods 


teddy  bears 


By  Edwin  A.  Finn  Jr. 
with  Dana  Wechsler 


The  great  American  shopping  spree 
is  finally  slowing  down.  Even  before 
October's  stock  market  crash,   U.S. 


consumers  were  curbing  spending  on 
everything  from  VCRs  to  Buicks. 
Consumer  spending  grew  at  a  slug- 
gish 1.7%  in  the  nine  months  ended 
Sept.  30.  It  was  the  weakest  perfor- 
mance since  the  1982  recession.  De- 


spite heavy  sales  promotions,  the 
1987  fourth  quarter  and  the  Christ- 
mas shopping  season  were  not  what 
the  shopkeepers  hoped  for. 

Is  this  it?  With  consumer  spending 
shrinking  toward  65%   of  gross  na- 
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ional  product  from  66%  two  years 
igo,  is  the  world  economy  in  for  trou- 
pe? Not  necessarily. 

Even  if  U.S.  consumer  spending 
slows,  overall  economic  growth  may 
lot  automatically  follow  suit.  One 
najor  reason:  Foreign  consumers, 
lormally  less  willing  than  Americans 
:o  go  into  debt  to  buy  luxuries,  are  at 
ast  yanking  francs,  pounds  and  yen 
jut  of  their  wallets — buying  teddy 
)ears  and  Toyotas,  boosting  retail 
sales  in  Europe  and  Japan.  Some  of  the 
joods  moving  off  foreign  shelves  will 
>e  U.S. -made  or  will  contain  U.S. 
)arts  or  raw  materials. 

U.S.  capital  spending  also  looks 
strong.  A  spot  check  of  U.S.  compa- 
res, ranging  from  Digital  Equipment 
Zorp.  to  Caterpillar  Tractor  Co.  to 
Joeing  Corp.,  shows  brisk  sales  of 
:apital  goods  at  home  and  abroad, 
lomputers,  jumbo  jets  and  earth- 
noving  equipment,  among  other 
tems,  are  selling  briskly.  Add  the 
;ains  and  subtract  the  shortfall  on 
;onsumer  spending,  and  1988  could 
shape  up  as  a  fairly  prosperous  year. 
vJo  wonder  that  in  a  survey  by  the 
National  Association  of  Purchasing 
Managers,  57%  of  the  managers  fore- 


cast 1988  would  be  better  than  1987. 

"In  looking  at  the  next  one  to  three 
years,  I'm  optimistic  the  U.S.  capital 
goods  sector  will  surge,"  says  Daniel 
J.  Meyer,  president  and  chief  operat- 
ing officer  of  Cincinnati  Milacron  Inc. 
(sales,  $850  million).  Milacron  itself 
reports  an  increase  in  orders  for  its 
bottlemaking  and  plastic-processing 
machinery.  (For  more  on  the  machine 
tool  industry,  see  p.  146.) 

"What's  really  happening  in  the 
economy  is  a  healthy  shift  in  the  mix 
away  from  consumer  spending  and  to- 
ward capital  goods  and  exports,"  says 
Sam  Nakagama,  chairman  of  Naka- 
gama  &.  Wallace  Inc.,  a  New  York 
economic  advisory  firm.  Indeed,  the 
capital  goods  sector  is  expected  to 
grow  to  12.6%  of  the  economy  this 
year,  from  1 1.9%  in  1987 — the  biggest 
jump  in  four  years  (see  chart).  Why? 
Partly  because  manufacturers  are  up- 
grading their  plants  to  increase  capac- 
ity and  meet  foreign  orders. 

Certain  classes  of  capital  spending 
are  leading  the  pack.  Corporate  pur- 
chases of  durable  equipment  rose  at  a 
26.3%  annual  rate  in  the  1987  third 
quarter,  while  fixed  investment 
jumped  up  by  25%.  Best  of  all,  exports 


of  capital  goods  grew  at  a  64%  clip. 
Economist  Nakagama  contends  that 
capital  spending  will  expand  well  into 
1988 — a  year  in  which  he  predicts 
overall  U.S.  economic  growth  of  3%. 

Clearly,  the  weak  dollar  is  helping 
exports.  Boeing  (1986  sales,  $16  bil- 
lion) reports  that  $11.4  billion,  or. 
72%,  of  its  announced  orders  are  from 
foreign  companies,  up  from  $6  billion, 
or  40%,  two  years  ago.  Among  the 
hottest  sellers  is  the  new  747-400.  In 
1987  nine  foreign  airlines  contracted 
to  buy  54  of  these  jets  at  an  average 
cost  of  about  $120  million  apiece.  At 
Digital  Equipment  (sales,  $9.4  bil- 
lion), foreign  revenues  grew  to  47%  of 
the  total  in  the  fiscal  year  ended  June 
1987 — up  from  42%  the  previous 
year.  One  of  its  fastest-selling  prod- 
ucts is  the  large  VAX  computer.  Says 
a  Digital  spokesman,  "We  did  well 
overseas  last  year,  and  now  our  U.S. 
business  is  firming  up  as  well." 

In  Peoria,  111.,  Caterpillar  Tractor  is 
recovering  from  years  of  losses  trig- 
gered largely  by  an  overvalued  dollar. 
At  long  last  the  falling  dollar  is  forc- 
ing Japanese  heavy  equipment  maker 
Komatsu  to  raise  prices.  Cincinnati 
Milacron,  meanwhile,  saw  its  sales  in 
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Shop  until  you  drop? 


Studies  show  that  perhaps  as 
many  as  24  million  Americans, 
fully  10%  of  the  population,  can  be 
classified  as  "hard-core  shoppers." 
These  shopaholics  shop  for  shop- 
ping's sake  rather  than  to  fill  real 
or  felt  needs.  Browsing  the  aisles 
somehow  makes  them  feel  good. 
Bumper  stickers  proclaim:  "When 
the  going  gets  tough,  the  tough  go 
shopping." 

Holiday  shopping  a  generation 
ago  often  meant  trudging  through 
sleet  and  snow  from  store  to  store. 
No  longer.  Today  there  are  all- 
weather  enclosed  malls  and  sky's- 
the-limit  credit  cards,  and,  for  the 
hopelessly  lethargic,  television 
shopping  networks  that  give  the 
addict  the  fix  right  in  the  home. 

The  word  "addiction"  is  not 
used  lightly  here.  There 
are  even  support  groups, 
such  as  Shopper  Stop- 
pers, in  Dayton,  Ohio, 
that  help  people  who  are 
trying  to  stop  their  com- 
pulsion to  spend  beyond 
their  means  for  things 
they  don't  need.  "Shop- 
ping is  an  addiction 
comparable  to  drug 
abuse,"  says  Evan  Stef- 
fens,  the  group's  con- 
sulting therapist  at  Mi- 
ami Valley  Hospital.  "It 
is  done  without  regard  to 
the  consequences." 

Altering  such  behav- 
ior is  no  easy  matter. 
"Shopping  can  be  a  sub- 
stitute for  problems 
with  the  job,  with  the 
spouse,  with  coping," 
says  Steven  Permut,  a 
former  Yale  marketing 
professor  who  operates  a 
consulting  business 

called  Marketing  Sci- 
ences Inc.  in  New  Ha- 
ven, Conn.  "They  may 
cut  back  for  a  few  weeks, 
but  they'll  come  back 
because  it  is  an  act  of 
expression  and  reward." 

Television  shopping 
networks,  which  are 
usually  live  shows  that 
offer  merchandise  to 
viewers  via  an  800  num- 
ber, are  the  latest  wrin- 
kle in  the  consumption 
craze.  Where  else  can  or- 


dinary people  gain  fleeting  nation- 
al attention  by  simply  buying 
something?  Offering  little  that 
can't  be  had  at  the  local  mall,  the 
top  ten  TV  shopping  networks  in 
1988  will  generate  close  to  $1.8 
billion  in  sales,  up  more  than  nine- 
teenfold  from  1985,  according  to 
Paul  Kagan  Associates  analyst 
Larry  Gerbrandt. 

Is  shopping  a  national  disease? 
There  could  be  a  simpler  explana- 
tion, a  demographic  one.  Recall 
Nobel  Prize-winning  economist 
Franco  Modigliani's  observation 
that  spending  and  saving  rates  vary 
widely  over  a  person's  lifetimes. 

Modigliani  pointed  out  that 
young  people  borrow  heavily  to  fi- 
nance their  educations,  and  in 
their  first  jobs  they  often  earn  just 
enough  to  get  by.  Later 
the  pay  gets  better,  but 
spending  requirements 
rise,  too.  There's  the 
cost  of  supporting  a  fam- 
ily, buying  a  house  and  a 
reliable  car,  and  then 
helping  pay  for  the  chil- 
dren's education.  Later 
most  Americans  begin 
to  accumulate  sizable 
amounts  of  capital,  with 
savings  peaking  just  be- 
fore retirement. 

In  other  words,  con- 
spicuous consumption 
may  be  not  so  much  a 
national  addiction  as  a 
generational  phase  that 
is  beginning  to  trail  off 
now.  More  and  more 
members  of  the  baby 
boom,  those  born  be- 
tween 1945  and  1955, 
are  passing  through  the 
spending  stage  and 
entering  the  capital 
accumulation  stage. 
— Jeffrey  A.  Trachtenberg 
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the  Pacific  Rim,  Britain  and  Latin 
America  jump  11%  for  the  first  nine 
months  of  1987  as  the  company  beat 
out  tough  German  and  Japanese  ma- 
chine tool  makers  that  in  previous 
years  had  been  able  to  undercut  Mila 
cron's  prices. 

U.S.  Treasury  Secretary  James  Bak- 
er has  been  talking  himself  hoarse 
trying  to  persuade  Japan  and  West 
Germany  to  stimulate  their  econo- 
mies. His  lectures  seem  finally  to  be 
bearing  fruit.  Current  trends  suggest 
EEC  consumer  spending  might  inch 
up  this  year  to  63%  of  Europe's  econo- 
my— almost  to  U.S.  spending  levels — 
while  Japan's  could  rise  to  perhaps 
57%.  Together,  such  increases  would 
contribute  an  additional  $80  billion  to 
world  economic  activity. 

Why  the  foreign  spending  splurge? 
For  one  thing,  proportionately  fewer 
foreigners  than  Americans  have  mon- 
ey in  equities,  and  thus  have  less  rea- 
son to  be  troubled  by  Wall  Street's 
gyrations.  "The  stock  market  certain- 
ly doesn't  seem  to  be  reflected  in  how 
many  people  are  shopping— there  are 
as  many  as  last  year,  or  more,"  says  an 
official  at  Harrods,  the  London  depart- 
ment store.  The  store's  best  seller  for 
the  1987  Christmas  season  was  the 
Harrods  teddy  bear,  20,000  of  which 
sold  out  at  $27.50  per;  that  compares 
with  12,000  bears  in  1986.  Says 
Vanessa  Rossi,  economist  at  Savory 
Milln  stockbrokers  in  London, 
"Across  Europe,  we  are  expecting 
buoyant  consumer  spending,  with  im- 
ports from  the  U.S.  growing  by  per- 
haps 5.5%  in  1988." 

Tokyo's  shoppers,  too,  are  stagger- 
ing home  with  bulging  shopping  bags. 
Spending  at  major  Japanese  depart- 
ment stores  and  chains  for  1987  grew 
by  an  estimated  4.6%  and  is  expected 
to  expand  by  about  5%  this  year. 
"Many  Japanese  have  10  million  yen 
[nearly  $80,000]  or  so  saved,"  explains 
Toshio  Mori,  chairman  of  Nikko  Se- 
curities Co.  International.  "With  To- 
kyo real  estate  prices  so  high,  that's 
not  enough  to  make  a  down  payment 
on  a  house.  But  people  can  buy  other 
things  that  make  their  life  better:  a 
VCR,  disk  player  or  a  car." 

There  are  some  caveats.  Interest 
rates  must  remain  stable  both  in  the 
U.S.  and  abroad,  so  that  economic  ac- 
tivity won't  be  choked  off.  Also,  the 
dollar  will  have  to  remain  relatively  | 
stable.  A  sharp  move  up  or  down 
could  trigger  panic,  though  a  slow  de- 
cline by  perhaps  another  10%  would 
help  U.S.  trade  considerably. 

Relax,  American  shoppers.  It's  okay 
to  slow  your  spending.  The  world 
economy  no  longer  depends  on  you 
alone  to  keep  it  pumping.  ■ 
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One  of  the  few  solid  investment  winners 
last  year  was  one  of  the  oldest:  gold.  What 
will  be  next  for  this  strange  and  unpredict- 
able market? 

Where  are 
the  goldbugs? 


By  Peter  Brimelow 


N'OT  MANY  MARKETS  are  Up  17% 
on  the  year,"  says  John  Hatha- 
way of  New  York-based  Hud- 
son Capital  Advisors,  referring  to 
gold,  which  pushed  briefly  past  S500 
an  ounce  in  mid-December  before  set- 
tling back  a  bit.  Hathaway  is  one  of 


the  still-small  group  of  American 
money  managers  highly  bullish  on 
gold.  He  thinks  the  metal's  price  "will 
easily  surpass  the  old  high  and  could 
reach  $1,000  in  two  to  three  years." 

Interestingly,  gold's  strong  perfor- 
mance this  year  has  excited  relatively 
little  enthusiasm;  with  his  outspoken 
optimism,  Hathaway  is  in  a  distinct 


minority.  Goldbugs  have  been  fairly 
quiescent  in  this  decade,  following 
gold's  wild  gyrations  in  the  early 
1980s,  which  took  it  above  $800  and 
below  $300.  But  recently,  with  the 
price  building  in  a  more  steady  fash- 
ion from  a  low  of  $284  in  early  1985, 
there  have  been  signs  the  bugs  may  be 
preparing  to  swarm  again — and  even 
that,  like  African  bees  or  Florida  ter- 
mites, they  may  have  mutated  into  a 
new  and  more  virulent  form. 

Previously,  the  goldbugs'  interest 
was  simple,  based  on  the  expectation 
of  inflation.  Now,  in  an  era  of  low 
inflation,  it  has  become  more  subtle, 
focusing  on  investors'  varying  experi- 
ences in  different  currencies  and  mar- 
ginal shifts  in  portfolio  preferences. 

This  may  lack  the  old  evangelical 
excitement.  But  it  reflects  a  signifi- 
cant victory  for  gold:  Despite  predic- 
tions to  the  contrary  when  the  Bret- 
ton  Woods  Agreement  broke  down 
and  exchange  rates  were  allowed  to 
float  against  one  another,  gold  has 
retained  a  role  in  the  world's  financial 
system.  In  effect,  it  has  been  accepted 
as  a  form  of  international  money. 

Gold's  foes  are  quite  as  fanatical  as 


Gold  on  the  move — but  which  way? 


Gold  has  been  strong  in  U.S.  dollars.  And  the  dollar  movement,  indicating  a  stable  Swiss  franc  price  for 
has  been  weak  in  terms  of  the  Swiss  franc.  Normally,  gold,  as  in  1982-85.  But  gold's  price  in  Swiss  francs 
this  sort  of  variation  would  show  up  as  a  sideways     has  fallen  more  than  the  exchange  rate  shift  dictates. 


Dollars  per  ounce  of  gold  (quarterly  highs  and  lows) 


Swiss  francs  per  ounce  of  gold  [_ 


1,580 


'85  '86  '87 

Sources    Swiss  Bank  Corp:  Comex 
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its  friends,  a  sign  of  its  unique  status 
among  commodities.  For  example, 
the  London  Economist  has  repeatedly 
argued  that  a  gold  price  decline  must 
be  imminent  because  of  the  increas- 
ing supply  from  new  mines  around 
the  world.  The  articles  have  been 
widely  noted.  But  the  price  has  con- 
tinued up:  Markets  do  not  always  do 
what  journalists  think  they  will  do. 

Supply  is  indeed  increasing.  Non- 
communist  mine  output  has  risen  in 
every  year  since  1 980.  It  now  amounts 
to  some  1,300  tons  annually,  as  com- 
pared with  only  960  tons  as  recently 
as  1980.  It  might  have  risen  even  fast- 
er but  for  South  Africa's  policy  of  re- 
ducing its  production  by  mining  low- 
er grades  as  the  price  strengthens, 
thus  playing  a  stabilizing  role  some- 
what like  Saudi  Arabia's  in  OPEC. 
(Some  gold  also  comes  from  commu- 
nist bloc  sales  and  scrap.) 

What  about  demand?  Industrial  de- 
mand is  fairly  constant  at  about  200 
tons.  But  investor  and  jewelry  de- 
mands vary  widely,  and  in  opposite 
directions.  Investment  interest  rises 
with  the  price;  jewelry  interest  falls. 
In  1987  the  two  are  expected  to  total 


1,000  tons  and  600  tons  respectively. 

But  new  supply  plays  a  relatively 
minor  part  in  the  total  picture.  Al- 
most all  the  gold  ever  dug  up  is  still 
around.  And  compared  with  this 
stock  of  old  gold,  the  flow  of  new  gold 
is  relatively  insignificant.  Pierre  Las- 
sonde,  president  of  Beutel,  Goodman 
Precious  Metals  Inc.,  estimates  annu- 
al new  gold  production  is  only  some 
1.25%  of  above-ground  stocks. 

What  does  influence  the  gold  price, 
Lassonde  says,  is  demand.  And  part  of 
that  demand  arises  from  its  monetary 
role.  Individuals  buy  gold  when  their 
own  currency  is  weak,  a  process  in 
evidence  in  the  U.S.  Thus  gold  rose 
sharply  against  the  dollar  last  year, 
but  in  terms  of  the  "strong"  curren- 
cies— the  Japanese  yen,  the  Swiss 
franc,  the  deutsche  mark — gold  on  av- 
erage hasn't  varied  much  more  than 
20%  in  five  years. 

Moreover,  says  Lassonde,  "the 
world  is  on  a  minigold  standard.  For- 
ty-five percent  of  Central  Bank  re- 
serves are  held  in  gold."  Therefore,  he 
argues,  central  banks  must  intervene, 
if  necessary,  to  support  the  gold 
price— another  way  of   saying   they 


Four  ways  to  own  gold 


The  easiest  way  to  buy  gold  is  in 
1 -ounce  bullion  coins.  These 
trade  close  to  the  underlying  gold 
price.  The  premiums  on  the  Cana- 
dian Maple  Leaf  or  American  Eagle 
coins  are  usually  only  about  2.5%, 
whereas  premiums  on  numismatic 
coins  like  the  Chinese  Panda  fluc- 
tuate up  to  50% . 

Recently  the  cheapest  bullion 
coin  has  been  the  South  African 
Krugerrand.  Because  of  uncertain- 
ties surrounding  the  ban  on  the 
further  import  of  Krugerrands  into 
the  U.S.,  those  already  here  have 
been  trading  at  a  slight  discount  to 
their  actual  gold  content. 

Gold  futures  are  heavily  influ- 
enced by  financial  market  factors 
not  strictly  relevant  to  gold.  Not 
for  the  average  investor. 

Gold  mine  stocks  are  extremely 
volatile.  Their  shares  come  in  a 
wide  variety  of  grades  and  nation- 
alities and  are  priced  ac(  ordingly. 

Again  for  political  reasons, 
South  African  stock  ire  generally 
the  cheapest,  with  fhe  dividend 
yield  on  senior  large-c.  dization 
mines  like  Vaal  Reefs  running  at 
8%  to  10%.  North  American  se- 
niors, like  Echo  Bay  and  :  .  wmont 


Gold,  yield  less  than  1%,  but  they 
are  located  safely  in  our  own  back- 
yard. Some  Australian  mines  like 
Central  Norseman  yield  3%  to  4%, 
but  these  have  not  shown  much 
sign  of  life  since  the  Oct.  19  Crash, 
when  they  lost  two-thirds  of  their 
value.  (The  South  Africans,  down 
about  a  third,  were  least  damaged.) 

Mutual  funds  offer  a  way  to  par- 
ticipate in  gold  without  these  per- 
plexities. For  example,  Lexington 
Gold  Fund  and  Bull  and  Bear 
Group's  Gold  Investments  Fund 
both  hold  diversified  portfolios  of 
metal  and  mines. 

If  you  want  the  comfort  of  hav- 
ing physical  gold  and  are  willing  to 
put  up  with  the  problems  of  where 
to  store  them  safely  and  their  lack 
of  income,  ordinary  bullion  coins 
are  a  good  deal.  If  you  prefer  paper 
but  don't  want  to  spend  time  and 
effort  picking  and  choosing,  mutu- 
al funds  can  do  the  job  for  you  at 
reasonable  cost.  If  you  are  willing 
to  take  a  chance  on  political  insta- 
bility, South  African  mines  have 
appeal. 

Once  you  make  a  decision  to  go 
for  gold,  there's  a  wide  range  of 
choice.— P.B. 
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have  tacitly  linked  their  currencies  to 
it.  Since  August,  gold  has  been  rally- 
ing in  terms  of  U.S.  dollars;  however, 
it  actually  lost  ground  in  Swiss  francs. 
It  is  still  well  below  the  level  of  850 
Swiss  francs  where  it  spent  much  of 
the  1982-85  period.  Observers  like 
Lassonde  expect  it  will  eventually  re- 
turn to  850  francs,  which  they  regard 
as  a  long-term  equilibrium  level. 

This  has  implications  for  U.S.  in- 
vestors: The  gold  price  in  U.S.  dollars 
may  still  be  relatively  cheap.  If  gold 
goes  up  in  Swiss  franc  terms,  it  must 
go  up  further  in  dollars,  as  long  as  the 
dollar  itself  continues  to  weaken  or 
even  if  it  stabilizes  against  the  Swiss 
franc.  And,  should  the  dollar  strength- 
en, an  increase  in  the  Swiss  franc 
price  of  gold  could  counteract  any  ten- 
dency for  its  U.S.  dollar  price  to  slip. 

Why  does  gold  perform  differently 
in  different  currencies — even  more 
than  exchange  rate  changes  can  ex- 
plain? Perhaps  because  of  those  shifts 
in  portfolio  preferences.  Gold's  weak- 
ness in  Swiss  franc  terms  in  1985  and 
1986  coincided  with  an  unprecedent- 
ed boom  in  European  equity  markets. 
Similarly,  in  the  late  1970s  Ameri- 
cans suffered  worse  inflation  and 
wanted  inflation  hedges  more. 

Put  it  this  way:  Investment  demand 
for  gold  is  probably  the  biggest  deter- 
minant of  its  price  today.  Thus,  after  a 
strong  rally  during  the  stock  market 
smash  on  Oct.  19,  gold  and  gold  . 
shares  have  settled  back  somewhat, 
apparently  because  of  a  general 
scramble  for  liquidity.  At  that  point 
people  wanted  ready  currency  even 
more  than  they  wanted  gold. 

All  of  which  makes  predicting  the 
gold  price  even  harder.  Pierre  Las- 
sonde says  he  frankly  finds  it  impossi- 
ble to  look  more  than  two  to  three 
months  out,  and  then  largely  by  as- 
sessing the  market's  tone.  But  he  says 
his  firm's  proprietary  gold  model, 
based  partly  on  an  estimate  of  U.S. 
debt  held  by  foreigners  relative  to  U.S. 
gold  reserves,  is  calling  for  a  price  of 
$800  to  $1,000. 

But  the  model  does  provide  a  gener- 
al suggestion.  Lassonde  feels  that  gold 
is  still  in  a  bull  market  that  could  take 
it  to  $550  in  early  1988.  He  is  per- 
turbed by  evidence  of  Federal  Reserve 
tightness,  which  he  thinks  could 
cause  a  break  in  the  dollar  and  the 
gold  price  together.  But  he  is  not  con- 
cerned by  the  longer-run  prospect  of  a 
stronger  dollar.  In  the  1970s,  he  says, 
gold's  strongest  moves  actually  came 
after  the  dollar  had  found  a  bottom. 

Why?  "Beats  me,"  says  Lassonde. 
Thus  gold  is  a  market  that  still  defies 
analysis — but  that  no  sensible  inves- 
tor can  afford  to  ignore.  ■ 
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Ronald  Baldwin  uses  hot  water  to  produce 
electric  energy.  But  with  the  stock  market 
down  and  interest  rates  uncertain,  Bald- 
win is  in  some  hot  water  himself. 

The  true  believer 


By  James  Cook 


A  fast-talking,  rather  frazzled- 
looking  man,  Ronald  P.  Bald- 
\  win  has  the  fervor  of  a  true 
believer.  There's  no  stopping  the  chief 
executive  of  San  Mateo's  Geothermal 
Resources  International  once  he  gets 
started  on  geothermal  energy.  Geo- 
thermal, of  course,  is  heat  from  the 
depths  of  the  earth,  a  source  of  steam 


for  running  turbines  and  generating 
electricity. 

Such  power,  he  says,  could  be  pro- 
duced in  small  increments  of  capacity 
(100,000  kilowatts  or  less),  on  short 
lead  times  (two  years  or  less)  and  at 
attractively  low  cost — 4  or  5  cents  per 
kilowatt-hour  (vs.  the  5V2  cents  or 
more  common  for  conventional  coal- 
fired  plants).  "We're  used  to  saying  we 
can  undercut  anybody  in  terms  of 


price,  except  for  hydroelectric 
plants,"  Baldwin  says.  "That's  not 
true  anymore.  We  can  undercut  any- 
body. We  could  compete  with  oil  at  $3 
and  $5  a  barrel.  We  don't  depend  on 
the  tax  laws  or  the  alternative  energy 
laws  for  our  viability.  We've  been 
around  a  long  time." 

Since  Roman  times,  anyway.  The 
U.S.  is  now  the  world's  largest  geo- 
thermal power  producer — thanks  to 
the  power  Pacific  Gas  &  Electric  is 
producing  from  a  Unocal  geothermal 
project  at  the  Geysers,  75  miles  north 
of  San  Francisco.  Even  so,  geothermal 
supplies  less  than  1%  of  the  U.S.'  to- 
tal electrical  output.  It  could,  says 
Baldwin,  provide  a  substantial  part  of 
the  future  power  needs  of  the  western 
U.S.  and  other  geologically  hot  re- 
gions around  the  world — Nicaragua, 
say,  the  Philippines,  Japan. 

So  why  has  the  world  been  slow  to 
seize  such  an  irresistible  opportunity? 
"Because  the  power  plant  has  to  be 
located  where  the  geothermal  fields 
are,"  says  Baldwin,  "and  the  utilities 
were  worried  that  the  reservoirs 
wouldn't  last.  But  the  Geysers  is  still 
producing  after  25  years,  and  PG&E's 
geothermal  plants  are  among  the  low- 
est-cost [plants]  that  it  has.  The  indus- 


Geothermal  Resources'  Roiiald  P.  Baldu  in 
Has  its  time  finally  come? 


Robert  Holmgren 
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try  has  proved  itself.  We  can  predict 
the  life  of  the  reservoirs,  and  the  utili- 
ties can  build  their  plants  with  the 
assurance  that  they'll  be  producing  a 
long  time." 

Baldwin's  company  is  betting 
heavily  that  he  is  right.  Geothermal 
Resources  soon  will  be  the  second- 
largest  geothermal  company  in  the  in- 
dustry, second  only  to  giant  Unocal.  A 
onetime  tax  consultant  with  Price 
Waterhouse,  Baldwin  got  into  geo- 
thermal power  in  the  early  Sixties  by 
accident.  He  started  a  ship  and  aircraft 
leasing  company  for  E.J.  Lavino,  a  di- 
versified Philadelphia  holding  compa- 
ny. "We  were  looking  for  a  vehicle  to 
take  the  leasing  business  public," 
Baldwin  says,  "and  we  wound  up  with 
Geothermal.  They  were  in  deep  trou- 
ble at  the  time."  Instead  of  scratching 
the  geothermal  business  and  concen- 
trating on  leasing,  Baldwin  and  his 
backers  became  entranced  by  the 
prospects  of  the  geothermal  business. 

Last  year  the  company  got  out  of 
leasing  entirely.  It  feels  geothermal  is 
about  to  pay  off.  "It's  taken  a  long 
time,"  says  Baldwin,  "but  every- 
thing's coming  to  fruition  at  once." 
You  wouldn't  know  it  from  the  com- 
pany's recent  financial  statements. 
Reflecting  the  abandonment  of  leas- 
ing, revenues  are  down  from  $36  mil- 
lion in  1984  to  under  S3  million  in  the 
first  nine  months  of  1987;  profits, 
from  $12  million  to  a  mere  $156,000. 

But  things  are  starting  to  move. 
Geothermal  got  its  start  providing 
steam  to  a  55,000-kilowatt  unit  of 
PG&E's  Geysers  project.  But  the  Gey- 
sers venture  was  a  warmup  for  the 
main  event.  Geothermal  has  |ust 
completed  the  last  of  17  geothermal 
wells,  which  will  supply  2  million 
pounds  of  steam  an  hour  to  the  new 
130,000-kilowatt  Coldwatcr  Creek 
power  project.  Undertaken  by  the  mu- 
nicipal utilities  serving  Sacramento, 
Modesto  and  Santa  Clara,  the  project 
will  cost  Geothermal  $106  million, 
but  once  it  gets  into  operation  next 
month,  Baldwin  expects  it  will  yield 
roughly  $30  million  in  revenues  a 
year,  maybe  $20  million  in  operating 
income.  And  that's  tirm.  As  added 
assurance,  Coldwatcr  Creek  rates  are 
tied  to  the  GNP  price  deflator. 

Baldwin  is  also  wrapping  up  a  $140 
million  deal  to  acquire  Maxus  Ener- 
gy's Thermal  Power  Co.  The  deal  in- 
cludes a  25%  minority  interest  in  Un- 
ocal's project  to  supply  geothermal 
steam  to  most  of  PG&E's  power 
plants  at  the  Geysers.  "It's  not  a  de- 
velopment project  for  us,"  Baldwin 
says.  "It's  a  cash  flow  acquisition.  We 
have  a  lot  of  development  projects 
going  on,  and  we  really  need  a  stron- 


ger revenue  stream  to  improve  the 
coverage  ratio  on  our  existing  debt." 
Geothermal  needs  the  cash  flow.  "By 
the  end  of  January,"  says  Baldwin, 
"we  should  have  a  half-billion  in  as- 
sets on  a  total  equity  base  of  $100 
million."  That's  a  bit  scary. 

Against  the  high  debt  ratio,  howev- 
er, in  the  next  month  or  so,  Geother- 
mal will  activate  projects  that  could 
add  $60  million  a  year  in  annual  reve- 
nues and  something  like  $35  million 
in  operating  profits. 

Despite  Baldwin's  evangelical  fer- 
vor and  technological  successes  to 
date,  this  remains  a  risky  business — 
Dean  Witter  Vice  President  William 
D.  Tichy  is  one  of  Geothermal's  big- 
gest boosters,  but  he  admits  that  a  lot 
of  things  could  go  wrong.  The  tech- 
nology is  still  new,  and  although  the 
Coldwater  project  is  shaking  down 
nicely,  it  isn't  yet  in  commercial  oper- 
ation. More  worrisome,  you  never 
know  what  will  happen  to  interest 
rates  and  whether  Geothermal  can 
continue  to  borrow  money  on  favor- 
able terms.  The  Thermal  Power  ac- 


quisition is  still  not  sewed  up. 

Undaunted,  Baldwin  is  gearing  up 
for  yet  another  major  project  for 
1989 — a  $160  million  geothermal  pro- 
ject he  took  over  from  Magma  Power 
last  spring.  The  scheme  involves  de- 
veloping a  geothermal  field  in  Califor- 
nia's Imperial  Valley,  building  two 
37,000-kilowatt  power  plants  and  a 
125-mile  transmission  line.  The  pow- 
er will  go  to  Southern  California  Edi- 
son under  a  30-year  contract.  Baldwin 
has  other  ventures  under  way.  He 
even  has  a  partnership  with  Nippon 
Steel  and  Mitsui  to  develop  geother- 
mal opportunities  on  the  Japanese  is- 
land of  Hokkaido. 

Keeping  this  going  will  require  luck 
as  well  as  fervor.  Says  Baldwin:  "We 
want  to  sell  some  common  stock.  But 
our  stock  fell  from  17  to  12  in  the 
crash,  and  then  to  8V2.  It  wouldn't  be 
fair  to  our  shareholders,  of  which  I  am 
one,  to  sell  stock  at  a  price  like  that." 
In  short,  the  company's  future  rests, 
not  just  on  the  practicality  of  geother- 
mal energy,  but  on  the  stock  market 
and  on  interest  rates  as  well.  ■ 


The  keys  to  success  in  real  estate,  the  adage 
has  it,  are  location,  location  and  location. 
In  this  case,  add  a  good  tax  accountant 
and  another  developer's  problems. 

Maxims  for 
success 


By  Howard  Rudnitsky 


anhattan's  latest  high- 
priced  hotel,  the  $245-a-night 
(single  room)  Maxim's  de 
Pans,  opened  for  business  in  late  De- 
cember— sort  of.  Workers  can  still  be 
seen  scurrying  through  the  midtown 
Fifth  Avenue  ultraluxury  hotel's 
beaux  arts  building.  On  the  20th  floor, 
miles  of  wires  hang  loosely  in  the 
health  club,  which  won't  open  until 
summer.  Most  of  the  expensive  retail 
shops  are  yet  to  be  rented  out.  The 
elegant  Adriennc  restaurant  won't 
open  until  mid-January. 

Why  rush   to  open   in  December 
when  the  official  opening  isn't  until 


April,  and  incur  $500,000  in  over- 
time? Tax  credits.  Opening  before 
year-end  gave  the  new  owners  nearly 
$6  million  in  tax  credits  for  1987. 
They  stand  to  collect  another  $8  mil- 
lion or  so  in  credits  in  1988  and  1989. 

Those  credits  are  just  one  example 
of  how  some  shrewd  New  York  and 
Dallas  real  estate  men  were  able  to 
exploit  a  Swiss  developer's  misfor- 
tunes and  buy  a  New  York  hotel  in  a 
prime  location,  with  $130  million 
worth  of  renovations  already  sunk 
into  it,  for  just  $40  million  in  equity. 

The     unfortunate     foreigner     was 
Switzerland's  Rene  Hatt.  In  late  1979  j 
Hatt,  backed  by  Saudi  investors,  ac-  j 
quired  a  long-term  lease  on  the  aging  1 
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OYOTA  CAMRY 


POWERFULLY  SATISFYING. 

Pour  from  a  satisfying  reserve  of  power: 
Camry's  twin  cam,  16-valve  EFI  engine 
\  shrinks  distance  with  \\5  horsepower. 


PERFECTLY 
SATISFYING. 

The  1988  Toyota  Camry  is  an  inspired  blend  of  refined 
power,  graceful  style,  and  plush  comfort.  In  1987,  Camry  was 
anked  #1  in  its  segment  in  customer  satisfaction?  The  heritage 
continues.  Enhanced  in  1988.  Camry  LE's  sophisticated,  fuel- 
efficient"  multi-valve  engine  delivers  tireless  cruising  capa- 
bilities, quick  acceleration,  and  plenty  of  passing  power. 
Camrys  ride  is  blissfully  smooth  and  quiet,  and  front-wheel 
drive  is  an  ally  in  any  weather.  Its  flush,  aerodynamic  styling  is 
a  perfect  finishing  touch.  And  the  new  Camry  Wagon  is  an 
extended  version  of  the  same  satisfying  story. 
1988  Camry.  Satisfaction,  perfected. 

Get  More  From  Life  . . .  Buckle  Up! 


GRATIFYING  CONTROL. 

The  quality  feel  of  control,  handling,  and 
performance  is  a  positive  pleasure  for  any- 
one who  enjoys  driving  a  fine  sedan. 


I  Power  &  Associates  1987  Customer 
isfaction  with  Product  Quality 
Dealer  Service  (for  1986  vehicles!, 
estimated  25  city/32  highway 
IC  for  Camry  LE  with  ECT  4-speed 
bmatic  overdrive  transmission. 
|>87  Toyota  Motor  Sales.  U.S.A..  Inc. 


TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 


Chances  are  wi 
your  bank. 


We  don;t  mean  to  boast.  But  of  the  top  ten  U.S. 
banks;  eight  are  NYNEX  customers. 

Of  the  top  ten  diversified  financial  institutions;  nine 
are  NYNEX  customers. 

So  are  over  half  of  all  Fortune  500  companies. 

NYNEX  is  upholding  these  giants  in  lots  of  ways. 
WeVe  given  most  of  them  their  data-capable  phone  systems; 
and  many  of  them  their  computers  ana  software  as  well. 

Now;  as  you  know7  we7re  not  exactly  the  only  people  ,  t: 
who  offer  telecommunications  and  information  systems.  So 
why  are  so  many  financial  leaders  choosing  NYNEX? 

One  clue  is  our  hot  technology  Recendy  for 
example;  a  worldwide  bank  needed  help  tracking  their 
customer  liability.  And  NYNEX  gave  them  a  software  package 


e 


holding  up 


hat  issues  worldwide  reports  on  who's  naughty,  who;s  nice. 

The  NYNEX  family  of  companies  would  like  to  work 
vith  you;  too.  Besides  our  two  phone  companies  with  their  vast 
apabilities;  we  have  nine  companies  in  information  and  office 
ystems;  business  services;  software  and  publishing. 

To  learn  more  about  why  NYNEX  is  the  answer  for 
our  business,  call  us  at  1  800  535-1535. 

We  suspect  you;ll  like  our  bids  as  much  as  our 
xhnology  At  NYNEX  we  understand  that  our  customers— 
ven  the  top  banks— are  not  made  of  money. 

THE  ANSWER  IS 

NYNEX 

INFORMATION  SYSTEMS  •  TELECOMMUNICATIONS  •  SOFTWARE 
PUBLISHING  •  BUSINESS  SERVICES 


Fmisbing  detail  uork  m  the  new  Maxim's  lobby 
Before  "adjustments."  $720,000  per  room. 


hotel,  then  known  as  the  Gotham, 
from  Sol  and  Irving  Goldman  at  $3.5 
million  a  year.  The  Goldmans  re- 
tained the  land  under  the  building. 

Targeting  international  business- 
men able  to  fork  over  $400  a  night  for 
his  hotel's  "sensual  experience,"  Hatt 
spent  lavishly  to  turn  the  Gotham 
into  a  fantastic  mixture  of  Arabian 
Nights  and  Poconos  honeymoon — 
black,  burgundy  and  gold  walls,  deep- 
violet  carpets,  purple  marble  bathtubs 
installed  in  the  bedrooms,  gilded  mir- 
rors on  the  ceilings.  His  lenders,  a 
group  of  German  banks,  finally  pulled 
the  plug  at  the  end  of  1983,  by  which 
time  Hatt  had  spent  $130  million — an 
awesome  $500,000  a  room — on  the 
project. 

What  to  do  with  the  boarded-up 
Gotham,  by  now  mired  in  transatlan- 
tic lawsuits?  Enter  Arthur  G  Cohen, 
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an  experienced  New  York  developer. 
Cohen  made  a  deal  with  the  Gold- 
mans  whereby  they  would  put  up  eq- 
uity money  to  help  finish  the  hotel.  In 
return,  Cohen  would  increase  the  an- 
nual ground  lease  payment  to  $4.5 
million  and  give  the  Goldmans  a 
462/3%  equity  interest  in  the  partner- 
ship. (Sol  Goldman  died  a  few  months 
ago.)  The  partners  would  pay  off 
Hatt's  German  creditors,  who  held 
the  first  mortgage  on  the  building. 

To  make  the  deal  work,  Cohen  had 
to  find  a  moneylender,  no  easy  task 
with  the  problems  the  Gotham  had. 
The  key  turned  out  to  be  Jack  Pratt, 
founder  of  Dallas'  Pratt  Hotel  Corp., 
which  manages  and/or  owns  41  ho- 
tels, including  2  hotel/casinos. 
Among  them  is  a  luxury  hotel  in  Palm 
Springs  that  Pratt  operates  under  the 
Maxim's  de  Paris  name.  He  wants  to 


create  a  luxury  chain  of  Maxim's  and 
needs  a  New  York  flagship.  Pratt 
jumped  at  the  chance  to  join  the  deal. 

Pratt  also  had  access  to  capital:  Dal- 
las' Southmark  Corp.,  a  big  real  estate 
lender  that  owns  36.5%  of  Pratt  Ho- 
tel. Pratt  persuaded  Southmark  to 
lend  $50  million.  That  and  $6.5  mil- 
lion in  equity  bought  Southmark  a 
162/3%  stake  in  the  project.  Pratt  Ho- 
tel also  put  up  $6.5  million  for  anoth- 
er 162/3%  interest.  Arthur  Cohen  took 
5%  of  the  equity.  Five  investor  pals, 
including  developer  William  Zecken- 
dorf  Jr.,  split  the  remaining  15%. 

Cohen  settled  with  the  Germans 
for  about  $35  million  and  paid  off  old 
contractors'  bills  and  taxes.  Hatt's 
Saudi  investors  got  nothing. 

All  told,  the  new  owners  borrowed 
$50  million  and  put  up  $40  million  of 
equity.  That  was  on  top  of  the  $130 1 
million  Hatt  had  raised.  They  pro- 
ceeded to  rip  out  mirrors,  bathtubs 
and  other  Hatt  excesses.  Less  the  $35 
million  payment  to  the  Germans,  this 
brought  the  total  cost  to  about  $185 
million,  or  some  $720,000  a  room. 
"Clearly  a  world  record  cost  per  hotel 
room,"  laughs  Jack  Pratt. 

Pratt  laughs  because,  in  truth,  the 
real  cost  to  the  new  partners  is  far 
less.  Adjust  for  the  $14  million  in  tax 
credits,  other  tax  benefits  and  depreci- 
ation, says  Pratt,  and  the  aftertax  cost 
to  the  new  owners  "works  out  to 
around  $255,000  a  room."  That's  high. 
but  maybe  not  too  high,  given  the 
new  Maxim's  de  Paris'  prestigious 
Fifth  Avenue  and  55th  Street  address. 
Zeckendorf  is  building  a  luxury  Holi- 
day Inn  Crowne  Plaza  hotel  on  still- 
seedy  Times  Square,  Pratt  points  out, 
for  about  the  same  cost  per  room. 

But  how  many  luxury  hotels  does 
New  York  really  need?  Maxim's,  says 
its  general  manager,  Robert  Jean 
Berge,  formerly  of  the  Parker  Meri- 
dien,  will  market  "elegance  and  frivo- 
lity" at  $245  a  night  for  a  single  room, 
$650  for  a  suite.  "We  are,"  says  Berge, 
"making  a  major  marketing  effort  to 
capture  the  American  and  foreign  cor- 
porate executive.  As  one  example,  we 
are  going  after  the  entertainment  in- 
dustry client  in  California." 

Perhaps  there  are  enough  entertain- 
ment people  to  help  fill  the  new  Max- 
im's. If  so,  Pratt  Hotel  will  do  nicely. 
As  operator,  it  gets  a  percentage  of 
revenues  and  of  profits,  which  should 
well  exceed  5%  of  the  gross.  At  75% 
average  occupancy,  revenues  could 
easily  top  $30  million.  But  on  a 
risk/reward  basis,  designer/business- 
man Pierre  Cardin  will  do  even  better. 
With  no  capital  at  risk  in  this  deal, 
Cardin  gets  1.5%  of  revenues  simply 
for  licensing  the  Maxim's  name.  ■ 
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Tie  World  of  Golden  Possibilities. 


% 


The  finer  things  in  life  are  all 
possible  with  the  Gold  MasterCard.® 
Like  a  substantially  higher  credit 
limit.  And  a  warm  welcome  in  over 
5  million  places  around  the  world. 


1986  MasterCard  International  Inc. 


Trying  new  things  is  risky  but  not  as  much 

as  not  trying  them.  Herewith  our  nominees  for 

1987  s  most  innovative  companies. 


Silk  stockings 
for  factory  girls 


"Innovation  consists  of  seeing  what  everyone 
has  seen  and  thinking  what  no  one  else  has  thought 
Albert  Szent-Gyorgyi,  Hungarian  biochemist 


By  Jack  Willoughby 

Management  guru  Peter 
Drucker  put  it  well:  "De- 
fending yesterday  is  far 
more  risky  than  making 
tomorrow." 

In  the  last  few  years  it 
has  become  fashionable  to 
bemoan  the  state  of 
American  inventiveness, 
and  certainly  there  is 
some  powerful  evidence 
that  something  is  wrong. 
U.S.  corporations  held 
nearly  90%  of  all  patents 
issued  by  the  U.S.  Patent 
Office  in  1960.  In  1986 
45%  of  patents  issued 
went  to  foreign  firms. 
Non-U. S.  companies  now 
increasingly  set  the  pace 
in  so  many  technology-de- 
pendent industries  that  in 
1986  the  U.S.  shifted  for 
the  first  time  in  years 
from  the  status  of  an  ex- 
porter of  high  technology 
to  that  of  importer,  ac- 
cording to  Quick,  Finan 
Associates,  an  economic 
consulting  firm. 

Peter  Drucker  sees  hope 
in  the  medium-size  com- 
panies that  have  provided 


■*..'- 


much  of  America's 
growth  in  jobs  and  profits 
in  the  1980s.  A  McKinsey 
&  Co.  study  of  14,500  me- 
dium-size companies 
with  sales  between  $25 
million  and  $1  billion 
shows  that  between  1975 
and  1980  such  firms  pro- 
duced new  jobs  three 
times  faster  than  the 
economy  as  a  whole.  Not 
surprisingly,  then,  one  of 
every  three  firms  we  se- 
lected as  "most  innova- 
tive" in  their  industries 
would  qualify  as  "thresh- 
old"— small  to  medium- 
size — companies  under 
the  McKinsey  study. 

Big  firms  seem  most 
successful  when  they  are 
organized  in  a  decentral- 
ized way,  to  disperse  man- 
agement responsibility  far 
down  the  chain  of  com- 
mand. Consider  ITW  Inc., 
our  choice  for  1987's  most 
innovative  company  in 
heavy  equipment.  A  75- 
year-old  maker  of  thou- 
sands of  small  component 
parts  for  industrial  manu- 
facturing firms,  ITW 
holds  more  than  1,000  dif- 
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This  wagon  crossed  the  Rockies 
in  seconds. 


Helping  your  business 
reach  high  levels  of  perfor- 
mance is  something  Toshiba 
facsimile  is  very  good  at. 

Because  it  lets  you  instantly 
send  business  documents  any- 
where there's  a  phone  line. 

Immediately  you're  in  a 
whole  different  league  from 
companies  who  don't  have  one. 

Because  they'll  still  be 
wrestling  with  the  problems  of 
sending  information:  Like  dead- 


lines, errors,  misunderstandings, 
travel  time  and  phone  bills. 

And  you'll  be  efficiently 
using  our  fax  machine  to  fire  off 
text  and  graphics  in  20  seconds 
or  less.* 

In  today's  fiercely  compet- 
itive marketplace,  that's  a  com- 
forting thought. 

To  learn  more  about 
Toshiba  fax  machines,  call 
1-800-635-1220.  And  hitch  your 
wagon  to  a  star. 


Learn  more  about  Toshiba  fax  systems.  Call  1-800-635-1220. 
Or  mail  coupon  to:  Toshiba  America,  Inc.,  Facsimile 
Products  Group,  9740  Irvine  Boulevard,  Irvine,  CA  92718. 

Name 

Company  Name 

Address 

City 


"I 


State  . 


.  Zip  . 


Phone  ( L 


FBS-JA 


Toshiba  facsimile.  Now  you  see  it.  i 


*  Per  CCITTtcsi  chan 


In  Touch  with  Tomorrow 

TOSHIBA 


ferent  patents  and  keeps  ac- 
cumulating more  by  making 
a  fetish  of  thinking  small. 
Says  Chairman  John  Nich- 
ols: "We  live  on  small  ideas." 

Even  dauntingly  large  cor- 
porations like  Procter  & 
Gamble,  our  choice  for  con- 
sumer product  innovator  of 
1987,  can  organize  them- 
selves effectively  to  tap  these 
sources  of  innovation.  For 
the  first  time  in  a  quarter 
century,  this  company  has  ■■■■■■■■■■■■■■■■■■■■■■■■■i 
restructured  to  position  its 

product  managers  better  to  recognize  and  capitalize  on 
product  innovation. 

In  the  end,  the  key  is  not  size  but  energy.  In  the  words  of 
McKinsey  &  Co.  consultant  Richard  Foster,  successful 
companies  exploit  the  "attacker's  advantage."  Though 
International  Business  Machines,  our  choice  for  most  in- 
novative computer  and  office  products  company  of  the 
year,  is  currently  going  through  some  rough  times  with 
analysts  and  investors,  IBM  Chairman  John  Akers  has 
wisely  chosen  to  tune  out  the  static  and  stay  on  a  market- 
ing attack  with  a  new  line  of  personal  computers. 

Innovative  firms  like  IBM  focus  clearly  on  the  customer, 
not  just  the  product.  Consider  Nordstrom,  Inc.,  a  West 
Coast  retailer  that  has  quadrupled  its  profits,  to  a  projected 
$86  million,  in  five  years  simply  by  making  an  obsession 
of  customer  service.  Donald  K.  Clifford,  business  consul- 
tant, says  companies  become  better  innovators  when 
"they  realize  they  are  in  business  to  make  money  for  their 
customers  not  just  themselves." 

Rather  than  defend  the  status  quo,  innovative  compa- 
nies embrace  change,  even  when  doing  so  itself  entails 
risk.  Says  Columbia  University  business  professor  Mi- 
chael Tushman,  "Innovative  companies  are  those  willing 
to  develop  and  market  products  that  would  cannibalize 
their  own  successful  offerings  already  on  the  market." 
Such  companies  in  effect  say,  "Better  that  we  do  it  to 
ourselves  than  someone  else  does  it  to  us." 

That  is  precisely  the  reasoning  behind  the  move  by 
Austin,  Minn. -based  Geo.  A.  Hormel  &  Co.,  our  choice  for 
most  innovative  company  in  the  food  processing  industry, 
into  microwave  food  products.  These  new  products  could 
very  likely  cannibalize  Hormel's  existing  freezer  meat 
businesses.  But  microwave  cooking  is  here  to  stay,  and 


Rather  than  defend  the  status  quo, 
innovative  companies  embrace  change. 
"Innovative  companies  are  those  willing 
to  develop  and  market  products  that  would 
cannibalize  their  own  successful  offerings 
already  on  the  market," says  Columbia 
University  business  professor  Michael 
Tushman.  Such  companies  in  effect  say, 
"Better  that  we  do  it  to  ourselves  than 
someone  else  does  it  to  us.  " 


Hormel's  management  has 
wisely  decided  to  cash  in  on 
this  growing  segment  of  the 
market  rather  than  wish  it 
would  go  away. 

By  contrast,  consider  U.S. 
Steel,  or,  as  it  is  now  known, 
USX.  Its  management  looked 
at  the  rising  tide  of  cheap, 
imported  steel  beginning  in 
the  1960s  and  concluded  that 
the  smartest  response  would 
be  to  diversify  out  of  steel- 
Haaa^^^M^H     making  altogether. 

That  opened  an  opportuni- 
ty for  innovative  thinking  by  low-cost  minimill  operators 
like  Nucor  Corp.  of  Charlotte,  N.C.,  our  choice  for  the  most 
innovative  metals  company  of  1987.  With  big,  old-line 
operators,  only  belatedly  upgrading  their  investment  in 
integrated  steelmaking,  Nucor  is  jumping  a  step  ahead.  It 
will  invest  $  1 75  million  on  a  new,  West  German-developed 
steel-rolling  technology  in  hopes  of  becoming  the  most 
important,  and  profitable,  steelmaker  in  the  country  before 
the  end  of  the  century. 

As  an  era  of  conglomeration  and  of  unrelated  diversifica- 
tion draws  to  an  ignominious  close,  the  advantages  that 
come  with  a  disciplined  focus  on  the  marketplace  become 
ever  clearer.  Consider  Cameron  Iron  Works,  our  choice  for 
1987's  most  innovative  petroleum  company. 

Onshore  reserves  are  being  depleted  faster  than  new 
fields  are  being  discovered,  and  production  companies  are 
thus  having  to  push  farther  offshore  into  deeper  waters,  at 
astronomically  mounting  costs,  to  find  new  reserves  of 
crude.  Cameron's  chairman,  Philip  Burguieres,  has  sized 
up  that  trend  and  concluded  that  a  once-in-a-lifetime 
opportunity  now  exists  for  his  firm.  He  is  thus  betting  the 
company  that  his  new,  low-cost  offshore  drilling  technol- 
ogy will  make  Cameron  the  dominant  player  in  the  indus- 
try by  the  late  1990s. 

Is  there  a  common  denominator  to  these  very  varied 
success  stories?  Perhaps.  It  would  seem  that  they  all  spring 
ultimately  from  pursuing  the  true  purpose  of  innovation — 
seeking  a  better  product  for  more  customers.  As  econo- 
mist Joseph  Schumpeter  wrote  in  1942:  "The  capitalist 
achievement  does  not  consist  of  providing  more  silk 
stockings  for  queens,  but  in  bringing  them  within  the 
reach  of  factory  girls  in  return  for  steadily  decreasing 
amounts  of  effort."  ■ 


»■ 
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A  check  of  our  'most  improved"  compa- 
nies from  last  year  shows  that  we  made 
some  darn  good  calls. 

When  trying  hard 
pays  off 


By  Steve  Kichen 


I'n  the  last  year,  the  1,300  listed 
companies  of  the  New  York  Stock 
lExchange  were  off  0.8%  in  value, 
and  the  5,800  Wilshire  index  stocks 
were  off  0.7%.  Yet  anyone  who 
bought  100  shares  in  each  of  the  34 
companies  Forbes  singled  out  a  year 
ago  as  "most  improved"  during  1986 
and  likely  to  pay  off  for  investors  in 
1987  has  seen  his  portfolio  rise  6.7% 
during  the  year.  That  not  only 
matched  the  Dow  industrials,  but 
beat  out  most  other  investment  in- 
dexes in  what  will  be  remembered  as 
a  remarkably  volatile  year. 

As  we  explained  at  the  time,  our 
selections  were  computer-aided.  Our 
software  identified  corporations  with 


Update:  1987's  most  improved  companies 

Last  year  Forbes'  writers  and  editors,  with  a  computer's      try.  In  one  year  their  picks  did  as  well  as  the  Dow.  But 
help,  selected  one  turnaround  candidate  from  each  indus-     rising  profits  promise  better  performance  next  year. 

ndustry 

Company 

% 
change 
in  stock 

Why  we  liked  it 

What  happened 

rletals 

Phelps  Dodge 

116.9 

mine  closings;  tough  on  labor;  upside  leverage 

copper  prices  surged 

Computers 

Apple  Computet 

104.9 

new  computers;  improved  dealer  relations 

new  Macintosh  computers  hit  big 

'ackaging 

Brockway 

80.4 

lessening  dependence  on  glass 

widened  margins  make  it  a  takeover  target 

Communications  media 

Harcourt  Brace 

78.1 

assets  sales;  publishing  acquisition 

takeover  defenses  bring  shareholders  profits 

ieavy  equipment 

Caterpillar 

51.7 

slashing  costs  and  payroll;  playing  tough  with  Japanese 

weak  dollar  boosts  exports,  but  lifts  overseas  costs 

lutomotive 

Ford  Motot 

39.7 

fat  profits  on  trucks,  luxury  cars  &  Europe 

expected  to  beat  GM  &  Chrysler  combined  in  1987  profits 

eisure  and  tec 

Walt  Disney 

36.2 

internal  growth  from  movies,  TV,  syndication 

the  magic  is  back 

ndus  &  office  svcs 

Computer  Sciences 

27.2 

large  government  conttacts 

rising  government  backlog  ($1.3  to  $1.8  bill 

leverages  &  tobacco 

Loews 

20.2 

turnaround  in  insurance;  expected  20%-25%  earnings  jump 

insurance  &  tobacco  earnings  offset  by  investment  woes 

ood  processors 

General  Mills 

13.8 

shed  many  non-food-related  ventures 

more  dollars  plowed  into  restaurants  &  retail  units 

lealth 

Becton  Dickinson 

4.2 

painful  restructuring  in  response  to  squeeze  on  profits 

earnings  jump  from  medical  equip  and  foreign  sales 

elecommunications 

Alltel 

2.4 

purchased  smaller  carriers,  made  them  mote  efficient 

acquisitions  continue  to  pay  off 

-'onsumer  products 

Colgate-Palmolive 

0.6 

new  pump  toothpaste  and  liquid  dishwasher  detergent 

restructurings  &  writeoffs  overshadow  new  products 

Chemicals 

Monsanto 

-0.5 

specialty  chemicals  wete  hot 

exports  rise;  electronics  &  Fisher  Controls  turn  profitable 

Conglomerates 

ITT 

-7.2 

after  restructuring  ROE  expected  to  triple  from  1985's  4.6% 

return  on  equity  doubled,  1988  expected  to  be  even  better 

apet 

Georgia-Pacific 

-8.3 

reducing  debt;  focusing  on  papet  business 

made  speculative  $215  mil  investment  in  US  Plywood 

Jatural  gas 

Panhandle  Eastern 

-11.1 

settled  Algerian  gas  lawsuit;  fought  takeover 

local  gas  business  competitive  and  not  growing 

ood  distributors 

Kroger 

-11.6 

major  housecieaning  of  stores,  staff,  manufacturing 

spent  $400  mil  on  43  new  stores 

til 

Chevron 

-12.1 

bought  Gulf  Oil  and  survived  higher  debt,  lower  oil  prices 

cut  debt/equity  to  43.1%  from  47.9%,  sold  more  assets 

inancial  svcs 

Federal  Ntl  Mortgage 

-13.3 

portfolio  restructuring  and  higher  fee  income 

housing  market  weakens,  earnings  rise  on  higher  spreads 

lectric  utils 

•  CMS  Energy" 

-14.1 

solving  problem  of  unfinished  nuclear  plant;  free  cash  flow 

continues  tecovery  but  hit  with  regulatory  setbacks 

lsurance 

Fiteman's  Fund 

-14.1 

adding  reserves;  improved  underwriting;  back-office  cleanup 

added  $360  million  to  loss  reserves,  mote  restructuring 

lectrical  equip 

Westinghouse  Elec 

-17.6 

unloaded  Group  W  Cable;  closed  plants 

latest-12-month  return  on  equity  23.5%  vs.  16.5%  for  GE 

onstruction 

R viand  Gtoup 

-19.4 

East  Coast  homebuilding  boom 

highet  interest  rates  hurt  sales 

anks  and  thrifts 

'  Wells  Fargo 

-22.0 

higher  loan  quality;  expense-tightening;  Crocker  Ntl  acq 

adds  $550  million  to  loan  loss  reserves  of  LDC  loans 

erospace 

Lockheed 

-22.8 

strong  military  sales;  advanced  jet  prototype;  Sanders  acq 

slowdown  in  growth  of  military  spending;  quit  shipbldg 

oal 

Nacco  Industries 

-22.9 

higher  productivity  &  util  sales;  bought  Yale  Mtls  Handling 

problems  with  major  customer;  sold  Quarto  Mining 

pparel 

Kellwood 

-25.3 

divested  sidelines;  growth  in  niche  markets 

in  October  PE  crashes  from  16  to  a  cheap  7 

ir  transf.rt 

NWA 

-33.8 

traffic  growth;  higher  yields;  acquired  Republic 

earnings  climbing  to  new  heights  while  stock  price  dives 

etailing 

Gap 

-54.3 

added  stores;  repositioned  others;  dumped  Pottery  Bam 

reality  closes  the  gap— sales  slow,  investors  dump  stock 

urface  transport 

Arkansas  Best 

-57.0 

becoming  a  national  carrier;  plowback;  labor  contract 

takes  wrong  turn  as  rate  pressure  crushes  margins  &  profits 

"Formerly  Consumers  Power. 
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f««*estone 

The  Firestone  Tire  &  Rubber  Company 

Swiss  Francs  210,000,000 

5%%  Bonds  Due  1996 


Cn*tt  Manhattan  B*"*  iSo'iie-iandr 
Banou*  Gutj-*ni*r  Run   8u->gen«rSA 
Oedil  Commercial  at  France  'Su'Vie'  S 
Siniuti  Montagu  iSuiuei  S  * 

BtnQuc  NH-onateMPiriSiSijiuei  S  * 
miprneiioneie  Genoisenschatijjsank  AG 
J  hji-,  Schroder  Bank  AG 

Banca  d'  Cred'to  Com"i«'c«l«  <  Mooiiu 
fl™  0*i  Sempione 
Banca  Son-.  1  B'um  S  A 


6»"«  Hohner  AG 
Baiyjue  o*  Ootii  ti  a*  Gesi-on 
B»«Gu»  LOu'i-0'»r'u»  en  Suns*  c.  A 
CrMil  LrWM-ian  Finani  AG  Zur-tn 

G>'<y)i*<i  Bam  pic 
E   Guti-iie-aCie 
Overland  t'usl  Banc* 
Rueog  Be".  AG 
Si   Garl-scle  OedHar.ilal' 
Soc>ei*  8ancan»  k«re 


WUMx>  Mw  *G 

Banco  3<  noma  per  >»  Snuca 

Banttue  nie.n»von  Benson  SA 

Chemical  Bank  r  Suisse  I 

K-ied.e.DAnkiSu.sieiSA 

M«.>,»  L«nc"  Ben*  iSuusel  SA 

Sooit-c  S  A 

Su»i'0"-d  International  Finance  AG 


Hand*  i>  Bar*  N  »V 

Ban*  -O"  Ernst  t  C*  AG 

Banca  del  GotarOO 

BanQu«->"ve»SA 

la  «oche  *  Co    Ba"ou*i 

Sc»»>e'i*r«cf*  HyBOtheii*.n-  u"o  Hmoaiioenk 

Banca  deiij  S-  iifi  Italia  na 

WirTscfiett*-  und  Pt  mi  iBank 

Aaroau'jcne  Hfpotneken-u 

Bar-que  vaudo.se  0*  Cied'l 

Sana  in  Gouav 

Sard,  m  M(iM**'i 

Bank  mm  L""noac~ei 

Base  I  ia  ndsc-ve  til  <ht  M  rpome.*  i&»  nk 

E*0  H.pornekar   u«0  Hanoetioink 

l  ji*"*1  Lendbenk  AG 

Banoue  Romano* 

beg  nan  r  i hi iiiib  n»n  — ■■  iaiiw>a»> 

Banoue  0*  <  union  Eu'oc*«nna  en  Striae   S  A 
Bant  .n  i.«MpitiiiA  AttienQesei  lichen 


Ban-  "fuw  a  C*  AG 
Banoue  Parma.  iSuitsai  S  A 
Ciymf.jmn'  lScn*siII  AG 


Chasa 
■  Invastrnant 

1  Bank 


Automotive 


First 
ibama 


Banc  hares  r  ■ 


$100,000,000 

Revolving  Credit  Facility 

Choao  Monrkorton  Coaxial  Morfceta  Corporation 


••»  Rom*  Bit*  of  Genoa) 


TIM  ChrM  Manhattan  Bonk    N  A 


Chase 

Inveitmenl 

Bank 


C4IN 

CHEMIC4L 
INC 


Financing  for  the  Leveraged  Acouisit-on  ot  the  assefe  tf  In*  Corpus  CheW  ' 
Pelrocrremicai  Comoany  The  Baypon  Etnyiene  Q  vcol  foK21tv  !m™  IO 
Americas  Inc    The  Chocolate  Bayou  Etti/iene  facH+rm}W*++iQb 
Oensffy  Polyethylene  Business  Irom  E    I    DuPont  0*>  N«ribg«»X Campari, 
and  the  Ethylene  Products  Business  ot  PPG  Industries  IH.1'  '"  ™ 

S750,000,000 

Senior  Credit  Facilities 

Co  Managed  ;■. 

The  Chase  Manhattan  Bank.  N  A  The  Bank  o.  Nova  Scotia 

AJgemene  Bank  Nederland  N  V  The  Bank  ol  Tokyo  Trusl  Comoan, 

Irving  Trust  Company  Texas  Commerce  Bank 


The  Chase  Manhattan  Bank  N: 
AJgemene  Bank  Nederland  N  V 
Irving  Trust  Company 

Pittsburgh  Nat-ona!  Bank 
Own  Suisse 
The  Fuji  Bank  Limited 
MBank  Houston   N  A 

Sanwa  Sank  Cdi.lo-n.a 


The  Bank  ot  Nova  Scotia 

The  Bank  ot  Tokyo  Trust  Company 

Teias  Commerce  Bank 

The  First  Nationat  Bank  ot  Chcago 

OnC  America  Banking  Corporation 

Meiier  financial  inc 

NationaJ  Bank  of  Canada 

The  Tc*ai  Bank  Ltd 


S42  oooooo 
Bridge  Facility  I 

The  Chase  Manhattan  Bank  N  A 

S635.000.000 
Bridge  Facility  II 

The  Oase  Manhattan  Bank  r,  a 
Aigemene  Bank  Nedertane)  N  V 
leaAS  Commerce  Bank 


Tne  Bank  ot  Nova  Scolu 

I'v.ng  Trust  Company 
The  Bank  of  Tokyo  Tr 


S3, 500,000 

Employee  Stock  Ownership  Financing 


Tr*CMM    Mi  ■,<■**   Bj    •     N  * 


$290,000,000 

Amortizing  Interest  Rate  Caps 


~  ■■■:■  c*t  oan  -.*!  "v 


Cfcawa  Waiakiattani  In  ■  aafaiiiit  HaAakBaat,  ttras.,  a  iuOs*di*ry  ot 

The  Cnase  Manhattan  Corpcaton  (*&. oao  eouiry  i.nancmg 
to  Cam  Chemical  Inc 


ChaM 

I  to vaatrr>a>f>t 
Bank 


Chemicals 


The  Standard  Oil 


Consolidation  Coal 


E.I.  du  Pont  da  Nemours 
and  Company 


Banks  &  Thrifts 


Moet-Henness^ 


ECU  50,000,000 

9  Per  Cent  Notes  Due  1991 


tW  •>  •-  r  ,  1  .  .  . 


.'k.«viis.  aar»>».-ss»nss«j.a»eLijea»rrfajtt-qSA 


if 


C*wQi*kmm*rm&mcrtmma  [»au»arfwnayt>'  aiatar MsyMtt Li 

Osksn  rssatfLarssr.-  ( -nayrssf  H*  • 

*.fmM*m*  **m**rm  urnup  Lav«KJf-a. 

UarrslLrnottC^aaa-VrSBttkik  Mt^rasn  u-»  s  -  v     . 


Chase 

Investment 
Bank 


Chase 

I  svives invent 


Ampex  Corporation 


Allied-Signal  Inc. 


Chase 

Investment 

Bank 


AMPEX 
Ampex  Group  li 

a  subsidiary  ot  Lanesborough  Corporation 
formed  to  purchase  Ampei  Corporation  Ire 
Aiiiad-Signai  Inc 

$475,000,000 

Term  &  Bridge  Acquisition  FacilifrSB= 


ruWMIrWHlMJbr 

Tne  Chase  Manmitjn  Bam  N  A  Socuftv  PacK  NaiKmai  Ban*    ' 

Memo'  Financial  Group  Canadian  imperial  Bam  ol  C 

Norwesi  Bank  Mmneaooi>f  N  A  Fieer  Nanonai  Bank 


Chase 

Investment 
Bank 


announcement  appears  as  a  matter  ot  record  r> 


AMPEX 
Ampex  Group 

A  suM-dtary  ot  Lanesttorough  Gtn 


Ampex  Corporation 

from 

Allied-Sigrval  Inc. 


>  wcurities  m  the  course  of  thai 


-"■--ili-'-nili    ml  nnlisV-asji.siM 


The  Ch*a-»  Hatnrtayttav.  Cocporatkon 


,l!i 


Chase 

Investment 

Bank 


Computers  8^  Electronics  * 


Textron  Inc. 

Valentine  Sands  Limited 

Tassard  Pty.  Ltd. 


nagoiiaion*   em)  acieo  aa  tmenoai  a 


Coal 


k  Chase 

i  B^k•,m^, 


Conglomerates 


LE  CROUPE  EXPANSION 


Beverages  &  Tobacco 


LE  VIE  FRANQAISE.  LA  TRIBUNE  DE 
L'ECONOMIE  ET  L'AOEFI 


Chiu 
lnva»tn>#nl 


Industries  Vassallo,  Inc. 
Ponce  Manufacturing  I 

$6,500,000 

1986  Series  A 


Puerto  Rico  Industrial.  Medical,  Higher 
Education  and  Environmental  Pollution 
Control  Facilities  Financing  Authority 
Industrial  Development  Serial  Bonds 


Choao  Monhatton 

~  ii  MarWte  Corporation 
noRloo 


CopttoiH 
olkoorto 


Chase 

Investment 

Bank 


Communications  Media 


Construction 


A 


Banco  Pastor 


its  wrho»V  owned  subsidiary 

La  Toja  Cosmeticos  SA 


Gillette  Espanola  SA 


a  whoty  owned  SubSKbary  0( 

The  Gillette  Company 


The  undersigneo  initiated  this  transaction  and 
represented  Banco  Pastor  m  the  negotiations 


i 


Ch— ♦ 

NlVOStllMIlt 

Bank 


Consumer  Products 


Tm*  announcement  appear*  as  a  matter  of  record  only 


General  Electric  Company 


Deferred  Interest 
Exchange  Agreement 


Arranged  Oy 

ChjM  Hm  _ 

Capital  M.rk.t.  Corporation 


Chase 

Investment 
Bank 


Electrical  Equipment 


Thii  announcement  appears  as  a  matte'  of  (eco'O  only 


Pinnacle  West 

ttMtll      COMrOBATIOM 


$75,000,000 

Fixed  Rate  Senior  Notes  Due  1995 

and 

Interest  Exchange  Agreements 

Purchasers 

The  Chase  Manhattan  Bank  N  A 

The  Long-Term  Credit  Bank  ot-Japan  Ltd 

The  Mitsubishi  Bank.  Limited 

The  Mitsui  Bank  Limited 
The  Sumitomo  Bank  Limited 
The  Taiyo  Kobe  Bank,  Ltd 

The  undersigned  acted  as  financial  advisor  to 
Pinnacle  West  Capital  Corporation  and  arranged 
the  p-ivate  placement  of  these  Notes  and  the 
•merest  exchange  agreements  with  the  Purenasers 

Chase  Manhattan 

Capital  Markets  Corporation 


I 


Chase 

Investment 

Bank 


Electric  ytilities 


Ataf      I      ■■  lu.  hm  mti.  m  •»•  U—.-J  or  Tk.  W.  l^ku,  h.  A.  -fr*  -a  l>>  Oaataw,  Ub-  tiaaUl  « 

Brierley  Investments  Limited 


SHARE  CAPITAL 


Or***.  Sk«T<HlOMrKk 


iTJjmi 


Vlltllrf.lt -itMl  lilt   !■■ 


ItwTRODUCTION 


The  Stock  Exchange 

•»i  pit,.,  1  U.MO.UBB  —  ftiunk™i>.i» .H.utalllpiNUlU^  attar.    Tk.  — 
a*W  a*™  -ill—ip."  f—  a  oil  —»■"■  - . Ik  <k*  . •*■ atf  — —J  0*-r,  Uvaj—  *(  Ml . 

L- ..-,     --.. "-■■■■/■  ■  ' '  

*4r-  Znfaaa,  ;«p»  Iw)  «ilrN»  Z^ala-aJ  ***>  l.k*)i  TV  Grot*  .naapnan  Urn  «.  Koll^ 

■  ■■■■■■    HI    IEJ.  a.JiU'  •klim^^  jS™  Z,.iW  AamnLi  —J  o.  Hoaaj  tUaf.  and  omevmo 

■  ■f.clMt,»tt.aM)rfWT,^>-atrKfc^^Jtr*»&«»»lA^MbB^BIrnHmMJSM^r*jmlJM. 
onhr^iOi  a  thr  LipuinJ  KaafOoia  lad  ike  Usual  jiih  ,  J  Afrmtl    Put  •'■Ian  n-iiDnf  >o  Bit  art  r-iilaMr  •  ihr 


Chase  Manhattan  Securities 

for.ijrd  Hi..    II 1]  ru^r^ll  Sum.  loUc-  BCW  )£» 


Financial  Services 


Merchants  Distri 


IWF=- 


$22,000,000 

Senior  Notes  Due  1999 


Tn«  una*f»iane>3  acted  as  financial  advisor  10 

Merchants  0i*i''0uiors   irvc   and  arranged  tne  proi 

oiaoement  oi  tne*e  Note* 

CKau  Manhattan 

Capita!  Ma rketa  Corporation 


Chase 
I  Investment 
1  Bank 


Food  Distributors 


Tn.s  announcement  appears  as  a  matler  of  lecord  ont, 

W\  RJR  Nat>sco  !                           ,| 

RJR  Nabisco,  Inc. 

— -— ■— — 

US  $59,840,000 

Note  Purchase  Agreement 

arranged  By 

Th*  cum  Manhattan  Bank  of  Canada 

Provided  br 

The  Chase  Manhattan  Bank  ot  Canada 
National  Westminster  Bank  ol  Canada 

am  CHASE 

o 

Food  Processors 


SCHERINQ  HEALTH  C4  MITED 


STERIPAK  LIMITED 


WAVERLEY  PHARM  ACEIKAL 
LIMITED 


The  unoersqneo  acted  as  i-nane-ar  ao\n$er  bo 
Scncrng  Mean*  Care  L*>»fed  n  fnrs  CvesKufe 


Chase 

Investment 

Bank 


Health 


m 


PHH  Group,  Inc. 


$100,000,000 

Fleet  Swap  Program 


Capital  Markata  Corporation 


Chase 

Investment 

Bank 


Industrial  &  Office  Svcs. 


K  \E 


The  Home  Group,  Inc. 

Leveraged  Employee  Stock  OMjership 


$25,000,000 

Securities  Purchase  Financing 

for 

Employee  Stock  Ownership  Plan 


Tne  undersipriajj  oovoaW  ine  tuncb  I  :■■ 
The  Home  G'OuO  'nc  6t  it*  Lliliyi 
Tha  Chat*  Manhattan  Bank.  N  A 


i||=,  CHASE 


Insurance 


1 

Tlw  announcement  iwxi's  si  a  matter  of  record  only 

J                         8 

Thisthouse  Forte  Inc. 

$153,850,000 

Sale/Leaseback  of 

Certain  Hotel  Properties 

MwAMn 

Soceie  Generals                                   The  Oai-lcrii  Kangyo  B*nk  Lta 

The  Da>wa  Bank  ua 

SortN  B  C  *  0  Hot.. 

OLAmeocaCorDorXion                     Tokyo  Leas-no.  iu  S  a  i  inc 
tAaaan 

Japan  Leasing  |U  K  1  Limited               Fair  Leaung  &  Trading  Inc 

Central  Leas.no  iu  S  A  i  inc              Snows  Leai.no,  tu  S  A  >  inc 

Qnm*  Uannanar.  Cac-Ui  Un«»  Coraoa'ion  S">ngefl  if*  E".*i*  placement  ol 
«<•  OaW  psrtopaiiORi  me  S"ange<g  ma  eurcne»e  our*  eaU'N   Hamtva 
linaandro  LmiiM  •"  conjunction  MTi  nimo.M  B«"'  firmed 
acteo  ii  tinjnciii  advuor  lo  TruMhOul*  *ofle  inc 

Ch—  Mfthattan                                     Hwnbro 
CapiUI  Mirttli  Corporation                 Unundro 
Limited 

©£=r~"           Ihambros 

Leisure  &  Recreation 


ARMCO 

V 


$3,334,000 

Debt  for  Equity  Conversion  via 
Capitalization  of  Central  Bank  Deposits 


Armoo  Equipetrol 


o 


CHm*m 
InvOttmont 


Metals 


•  wwtiW"*"'  avpatrt  aa  a  a»awa»  at  ■  i 


TXPOperatJng 


urag  company 

»0>Comp§n> 


$50,000,000 

'xed  Rate  Notes  due  April,  1992 


I   ■ 


CHASE 


Natural  Cas 


'Mli^ftWffiH 


^*3 

Presidio  Oil  Company 


Kaiser  Energy,  Inc. 


Kaiser  Aluminum  & 

Chemical  Corporation 


The  unoarvgnao  umIM  «  me  nagotiaiofH.  ,,_ 

l-n*nc*i  aov.»o>  »no  lyerON  acquisition  (intra 
PreMfco  Q<<  Comoan , 


| 


Chase 

Investment 


Oil 


IntaM conies,  Inc. 
BMC  Industries,  Inc. 


Cirte),  Inc. 

Cirpack  Systems  4  Design,  Inc. 

Industrial  Reproductions,  Inc. 


SheWahl,  Inc. 


Mt>K«Mv«>  I0IWC  '-»-*'**  i' 


Packaging 


® 


International  Paper  ( 


$1,200,000,000 

Acquisition  Financing 


Thw  Ovm  Manrwrrun  Bar*  NA 

Asm 

BantuKl  Tru«l  Company 

CwmcaVBar* 

0«*v*h  NA 

tAa/Hrhjctur**s  Hikmi  Trust  Company 

Morgan  Guaranty  Trvft  Company  ot  No*  Vot* 


CHASE 


Paper 


i  i  fdu: 


Hc>jk-Supd^,Inc 


$290,000,000 

Senior  Bank  Financing 


aw*C»e  Counu  ha 


DM  Hm  ■ma—  Oaw  oi 
*«•  ""goo-  r>*>"  Ban  i 


o 


I  n  v#  •  t^n#fi  I 


Retailing 


XTRA  Corporation 
Rarffco  Traaar  Cot  pen  abort 
Fruahauf  Corporation 


o 


XThA  Corporation 

Term  Loan  Facility 


and  VuatCo^OSn* 


o 


Surface  Transp. 


o 


Enport-imoon  Sar\»  ol  ma  United  Sta'a* 
International  Finance)  Corporal  en 
CVsvaaea  Privet*  inv*»tma"t  Cor  pension 
P>.»ete£ipon  Funding  Corporation 


Ptiiltpt-n*  LO"*  Otianc*  lakapnone  Company 
Prvi«0>na  GUUi  Comrnun-Cationt  Inc 
GkX»  MacKar  Catto  and  Radio  Corp 

t.»Ha-»Ta*acon"njnic*iork»  Pftiiipptnas   Inc 


o 


Telecommunications 


"In  1975,  KLM  corrected 
l  2  million-yeapold  oversight!' 


liey  invented  business  class!' 


'or  untold  centuries,  travelers  were  presumed  to 

I  to  either  first  class  or  economy  class. 

"hen  KLM  discovered  a  third  species,  those  trav- 

'ho  traveled  most.  And  so  the  concept  of 

?ss  class  was  ushered  in  with  such  amenities  as 

:offee  and  spacious  seats. 

bday,  those  extras  include  a  huge  fleet  of 

led  upper-deck  747's  that  provide  the  closest 

to  airborne  office  suites. 

XM  Business  Class  lounges  provide  civilized 


stopovers  in  airports  worldwide.  Business  Class  check-in 
respects  tight  time  schedules.  And  our  international 
network  links  more  business  centers  in  Europe,  Africa 
and  the  Mideast  than  all  U.  S.  airlines  combined. 

So  if  you've  never  flown  KLM  overseas  on  busi- 
ness, that's  an  oversight  that's  easily  corrected.  Just  call 
your  travel  agent  or  KLM.  The  airline  of 
the  seasoned  traveler. 


The  Reliable  Airline  KLM 


Royal  Dutch  Airlines 


In*  *«Ou.V,-....  BWH,  J,  t  I  ."»-  O"  .KM  0~ 

firestone 

The  Firestone  TireA  Rubber  Company 

Swiss  Francs  210,000,000 

5X%  Bonds  Due  1996 

CrlSM  M.nriitlan  Bank  iS—lie-UnOI 

Banrjue  Gulneille'  Kur;   Bunganei  S  A 

Samuel  Mcnt.gu  tSu»Mi  S  A 

Banca  0*1  Go"a'«o 

Binoue  M*i>onai*0*  PanJiSunw   S* 

J   Henry  Schroder  Bank  AC 

Banc*  0i  C'Mi'O  Commercial*  c  MoO<'>i'e  S  A 

Banca  0*1  Scmcwnc 

Bcrtca  Serial  tBMnS  A 

Ban*  in  Gouau 

Bank  m  M*ni**n 

Bant  Lenge-n  inai 

8ai*ii*n«Jcn*fii<n»  Mvpot  he  ken  ban. 

Ban*  i"  Langniu 

EKO  H«poin*kjf   una  Handeiitunk 

Bank  Ronngr  AC 

Sanrjje  a*  Depot  j  el  d*  Gear  .on 

Bank  in  Liechtenstein  An>*f%g*i*ii»cnih 

GnnOUJrt  B*nk  pic 

OueooBank  AC 

Soknnu'nar  Manaeisban* 

WUM"'  rV.ll.l,u  AG 

L*i"mi  Bank  l&uisaal 

o 

Sumitomo  ifii»'nai-onai  'mane*  AC 

Chas* 

Investment 
Bank 

■1  ai  i  naliii  ol  n 


Automotive 


First 
ibama 


p.i'i  : ,tt>"  »i 


$100,000,000 

Revolving  Credit  Facility 

A/rangetf  b, 

Chaaa  MUnhattan  Cap*  Lai  MartiaU  Corporvtton 


Nalkonei  AyU'W  Bank  LimtiM 


i   WMMtBMi 
Its*  lc*a>  Bank  ltd 
DCS*"*  Deuttcrkr 


'•*r  \t*    •   I    -j  ...      <■.■  .     . 
"'•M«u.B*»    L*r.tlad 
"flu.,   B*nk   L  **■«■« 


r*a  Ro*e>  Ban*  <*  Car 


The  Chaaa  Manhattan  Ban*,  N  A 


Chase 

Investment 

Bank 


OJIN 

CHEMIOJL 
INC 


ctngtor  the  Leveraged  Acqlhsi'iO"  ol  Ihe  assateclmeCorpusq 
Peucehemical  Company  The  Baycon  Ethylene  GrvcolRaCinTi/  from     . 
Americas  Inc    The  Chocolate  Bayou  Ethylene  Facimywwtmr**gri 
Density  Polyethylene  Business 'rom  E   I   DuPont  C*  N *"*»*•  XCo*ip*n> 
and  the  Elhyiene  Products  Business  ol  PPG  Industries  lie         '  ' 

$750,000,000 

Senior  Credit  Facilities 


AiQemene  Bank  Nederland  N  V 
Irving  Trust  Company 

Fundi  trtniMo  or 

The  Chase  Manhattan  Bank   N» 

Algemene  Bank  Nederlanrj  N  V 

Irving  Trust  Company 

Pittsburgh  National  Bank 

Credit  Suroe 

The  Fuji  Bank  Limited 

MBank  Houston   N  A 

Sanwi  Ban*  CaMor  n,j 


The  Bank  ot  Nova  Scotia 

The  Bank  ot  Tokyo  Trust  Company 

Tenas  Commerce  Bank 

Tne  Bank  ol  Nova  Scotia 

The  Bank  ot  Tokyo  Trusi  Company 

Te.as  Commence  Bank 

The  Fust  National  Sank  ol  Chicago 

OnC  America  Banking  Corporation 

Nanonai  Bank  oi  Canada 
The  Tokai  Bank  Lid 


542,000,000 

Bridge  Facility  I 


S635,000,000 
Bridge  Facility  II 

Funtft  Ptp»io*0  0v 

The  Chase  Manhattan  Bank  N  A 
Algemene  Bank  Nederland  N  V 
Tens  Commer  c*  Bank 


The  Bank  of  Nova  Scotia 

Irving  Trust  Company 

The  Bank  ot  Tok.o  Trust  Company 


S3, 500,000 

Employee  Stock  Ownership  Financing 


S290.000.000 

Amortizing  Interest  Rate  Caps 


*M»,  ***.-<**  to  C*"i  C*—r><*t  Ine 


o 


ChiM 
investment 


Chemicals 


Banks  &  Thrifts 


Moetl  lennesM 


ECU  50,000,000 

9  PerCenl  Notes  Due  1991 


JBkv  Chaaa 


I   I 


Consolidation  Coal 


E.I.  du  Pont  da  Nemours 
and  Company 


Chut 

Investment 


Coal 


LE  CROUPE  EXPANSION 


LE  VIE  FRANCHISE.  LA  TRIBUNE  DE 
L'ECONOMIE  ET  L'AOEFI 


Chase 
Investment 


Industrias  Vassallo,  Inc. 
Ponce  Manufacturing  I 

S6.500.000 
1986  Series  A 

Puerto  Rico  Industrial,  Medical,  Higher ' 
Education  and  Environmental  Pollution 
Control  Facilities  Financing  Authority 
Industrial  Development  Serial  Bonds 


Chase 

Investment 

Bank 


Beverages  &  Tobacco 


Communications  Media 


Construction 


__ 


the'est  growth  in  return  on  equity, 
sale-,  earnings  and  profit  margins 
ove  the  previous  five  years,  while  it 
scrtined  out  firms  that  had  sharp 
growth  rates  because  of  statistical 
quiiics.  After  that,  the  final  selections 
were  made  by  our  editors  and  writers, 
who  dug  into  the  companies,  looking 
at  everything  from  products  and  mar- 
keting to  management,  finances  and 
takeover  potential. 

A  year  ago  we  confessed  that  "nam- 
ing the  most  improved  company  in 
metals  is  like  picking  the  prettiest 
hog  at  the  county  fair."  In  fact,  our 
choice,  Phelps  Dodge,  had  investors 
squealing  with  glee  at  a  1 1 7%  stock 
price  appreciation  that  led  our  portfo- 
lio. The  basic  reason,  as  we  reported, 
was  the  tremendous  profits  surge  the 
company  would  enjoy  from  any  in- 
crease in  copper  prices.  Those  prices 
went  from  65  cents  per  pound  in  De- 
cember 1986  to  $1.08,  and  Phelps 
Dodge's  earnings  went  from  $19  mil- 
lion to  $49  million. 

Another  big  winner  was  Apple 
Computer  Corp.  Its  stock  more  than 
doubled,  after  a  split,  to  36 '/».  Thanks 
to  its  new  Macintosh  II  and  SE  lines, 
Apple  became  a  $2  billion  company  in 
1987  and  is  expected  to  be  a  $3  billion 
company  in  1988. 

Brockway  was  our  pick  from  the 
packaging  industry.  We  liked  the  way 
the  company  was  reducing  its  depen- 
dence on  glass  and  diversifying  into 
plastics  and  cans.  So  did  Owens-Ilh- 
nois,  which  is  attempting  to  buy  the 
company.  Spurred  by  Owens'  play  for 
the  company,  Brockway  shares  have 
risen  more  than  80% . 

Investors  have  also  had  a  good  ride 
with  Harcourt  Brace  lovanovich.  The 
company  used  a  complex  recapitaliza- 
tion scheme  to  fight  off  a  hostile  take- 
ovei  attempt  by  British  investor  Rob- 
ert Maxwell.  For  each  old  share,  in- 
vestors received  one  new  share,  one 
share  of  a  cumulative  preferred  stock 
that  has  a  12%  dividend  that  can  be 
paid  in  additional  stock,  and  $40  in 
cash.  This  increased  Harcourt's  debt 
from  $513  million  to  $2.9  billion,  but 
the  total  value  of  the  package  rose 
78%  from  last  year's  issue.  We  made 
five  other  exceptionally  good  selec- 
tions: Caterpillar,  Ford  Motor,  Walt 
Disney  and  Computer  Sciences. 

Where  did  we  go  astray?  Our  biggest 

mi'iudgmcnt  was  Arkansas  Best.  We 

liked  its  $219  million  effort  to  triple 

freight  terminals  and  become  a 

national    carrier.    But    price-cutting 

i  ot  deregulation   hit   the  entire 

king  industry,  and  Arkansas  Best 

h      suffered  along  with  its  rivals. 

he  Gap,  with  its  trendy  Gap  and 

ana  Republic  stores,  lured  us  with 


a  long  history  of  earnings  growth.  We 
also  detected  signs  that  the  company 
was  repositioning  many  of  its  stores 
away  from  the  shrinking  teenage  mar- 
ket. But  we  failed  to  foresee  the  trou- 
ble that  this  company,  and  others  as 
well,  would  have  in  moving  goods  off 
their  shelves.  With  its  inventory  bulg- 
ing, the  Gap  is  now  trading  at  about 
half  its  summer  highs. 

Though  no  stock  on  our  list  escaped 
at  least  some  damage  from  the  Octo- 
ber crash,  most  should  experience  at 
least  modest  earnings  growth  in  1988. 
Case  in  point:  NWA,  whose  stock  fell 
34% .  Last  year  we  liked  the  St.  Paul, 
Minn. -based  carrier  because  of  its  ac- 
quisition of  Republic  Airlines,  which 
gave  the  company  the  ability  to  wring 
more  yield  out  of  its  air  fleet.  That 
ability  will  continue  to  be  there  what- 
ever happens  on  Wall  Street.  In  fact, 
latest- 12-month  return  on  equity  for 


the  firm  is  8.7%,  vs.  6.4%  a  year  aj 
Similarly,  Westinghouse  Electr 
Consumers  Power,  Federal  Natiorj 
Mortgage  Association,  Kroger  a| 
ITT  all  look  better  than  they  die 
year  ago. 

Who  is  having  more  fundamenl 
problems?  Panhandle  Eastern  has  h| 
a  tough  time  squeezing  growth  frc 
its  gas  business.  Fireman's  Fund  hi 
had  to  add  $360  million  to  its  lc| 
reserves,  and  has  been  undergoing 
costly  and  disruptive  corporatewi 
restructuring.  Wells  Fargo  took  a  $5| 
million  hit  when  it  added  to  its  devj 
oping-country  loan  loss  reserves  ear 
er  this  year,  and  may  have  to  add  mc 
to  reserves  next  year. 

Moral:    Success    isn't    guarante 
when  a  company  makes  a  concert| 
effort  at  improvement.  But  more 
ten  than  not,  companies  that  take  i\ 
hard  steps  come  out  ahead.  ■ 


Scorn  not  the  humble 

Want  to  make  money  in  the  stock 
market?  Buy  the  doggiest  stocks 
you  can  find  and  hold  them  for  a  few 
years.  This  weird — and  highly  tenta- 
tive— conclusion  emerges  from  study- 
ing the  Who's  Where  in  the  Stock 
Market  tables  in  recent  Forbes  Annu- 
al Reports. 

Here's  the  experiment:  Each  year, 
we  took  the  25  best-performing 
stocks  over  the  previous  five  years 
and  the  25  worst.  In  five  out  of  eight 
years,  the  worst  stocks  trounced  the 
best  stocks  (see  table)  The  most  strik- 
ing example  comes  from  1980:  Over 
the  eight  years  that  have  elapsed,  the 
25  stars  are  up  139% — 1 1.5%  annual- 
ly compounded — while  the  nags  post- 
ed a  364%  gain.  Results  are  similar, 
though  not  as  dramatic,  for  1981, 
1982  and  1984. 

In  1983,  1985  and  1986,  the  system 
didn't  work:  The  Thoroughbreds  beat 
the  mutts.  But  in  1987,  the  mutts 
surged  to  the  fore  again.  In  the  12 
months  from  late  in  1986  to  late  in 
1987,  the  25  best  stocks  fell  20% 
while  the  dogs  gained  5.3%.  The  mar- 
ket pummeled  Emerson  Radio,  ICH, 
Western  Savings  &  Loan  Association 
and  the  Gap — all  of  which  had  been 
star  performers.  Meanwhile,  such  for- 
mer mutts  as  Bethlehem  Steel,  West- 
ern Company  of  North  America, 
Smith  International  and  NL  Indus- 
tries more  than  doubled. 

We  are  not  sure  what  the  efficient 
market  folks  would  say  about  all  this, 
but  this  much  we  do  know:  Our  little 
experiment  suggests  strongly  that 
stocks  almost  always  go  to  extremes 


of  overvaluation  and  undervaluatic 
The  trick  is  to  catch  them  while  thj 
are  under  and  sell  them  just  befc 
they  get  too  far  over.  It's  all  in  B^ 
Graham. — Michael  Ozanian 


Get  rich  slow 


Investors  intent  on  getting  rich  art 
better  off  buying  nags  on  the  cheap, 
than  paying  a  premium  for  Thorl 
oughbreds.  But  patience  is  needed] 


— %  change 

in  price- 

one 

as  of 

Year 

Group 

year 

11/18/8! 

1980 

Best 

42.4% 

138.7-- 

Worst 

37.1 

363.6 

Dow 

19.4 

140.2 

1981 

Best 

-10.0 

16.2 

Worst 

-8.5 

113.8 

Dow 

-11.7 

95.7 

1982 

Best 

23.1 

32.3 

Worst 

29.3 

180.2 

Dow 

24.0 

129.7 

1983 

Best 

7.5 

59.2 

Worst 

23.8 

9.2 

Dow 

22.5 

88.7 

1984 

Best 

-18.1 

5.8 

Worst 

-4.S 

51.7 

Dow 

-2.9 

55.4 

1985 

Best 

39.8 

19.5 

Worst 

10.2 

-11.5 

Dow 

21.4 

60.8 

1986 

Best 

35.0 

1.9 

Worst 

-35.7 

-35.0 

Dow 

30.6 

32.4 

1987 

Best 

-20.0 

-20.0 

Worst 

5.3 

5.3 

Dow 

6.7 

6.7 
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a  2  million-year-old  oversight! 


'They  invented  business  class!' 


For  untold  centuries,  travelers  were  presumed  to 
belong  to  either  first  class  or  economy  class. 

Then  KLM  discovered  a  third  species,  those  trav- 
elers who  traveled  most.  And  so  the  concept  of 
business  class  was  ushered  in  with  such  amenities  as 
extra  coffee  and  spacious  seats. 

Today,  those  extras  include  a  huge  fleet  of 
stretched  upper-deck  747's  that  provide  the  closest 
thing  to  airborne  office  suites. 

KLM  Business  Class  lounges  provide  civilized 


stopovers  inairports  worldwide.  Business  Class  check-in 
respects  tight  time  schedules.  And  our  international 
network  links  more  business  centers  in  Europe,  Africa 
and  the  Mideast  than  all  U.S.  airlines  combined. 

So  if  you've  never  flown  KLM  overseas  on  busi- 
ness, that's  an  oversight  that's  easily  corrected.  Just  call 
your  travel  agent  or  KLM.  The  airline  of        _+_ 
the  seasoned  traveler. 


The  Reliable  Airline  KLM 


Royal  Dutch  Airlines 


GIORGIO  ARMANI 


THE  TELEPHONE  CONNECTION 

These  days,  when  people  communicate, 

Hi !  Hold  just  a  second,  please. 

it  takes  an  array  of  high-tech  equipment 
Sir?  May  I  suggest  some  roses? 

to  make  it  possible.  But  more  important, 
/'//  check...  I'm  back— what's  the  scoop? 

it  takes  dedicated  professionals  to  make 
Red  are  gorgeous. 

the  technology  work.  So  when  you  connect! 
What  does  he  do? 

with  Centel,  we  connect  you  with  people 
Cactus7 1  don't  know,  sir. . . 

before  we  connect  you  with  technology. 
He  does? 

Because  that's  what  communicating 
A  good  decision.  With  a  bow? 

is  all  about. 
Ves,  Cacti  Very  much.  Thank  you.  Good-bye. 

CENTEL 

WHERE  PEOPLE  CONNECT 

BUSINESS  SYSTEMS  •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

for  more  information  about  Cente/'s  telephone  operations,  write  Department  F.  8725  Higgins  Road.  Chicago.  IL  60631.  ©  1987  Centel  Corporation 


40th  ANNUAL 

REPORT  ON 

AMERICAN 

INDUSTRY 


WHERE  TO  FIND  THE  YARDSTICKS: 
GROWTH  RANKINGS  p.  184 

STOCK  MARKET  RANKINGS         p.  196 
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By  Steve  Kichen 


Forbes'  40th  annual  industry  survey  comes  at  a  time 
when  we  are  anxiously  reassessing  economic  prospects  after 
the  nerve-shattering  market  collapse  of  October  and  the  fall 
in  the  U.S.  dollar.  All  the  easy  optimism  has  been  shattered. 
Once  again,  people  are  looking  at  fundamentals,  not  glitter- 
ing generalities:  How  good  is  this  corporate  management? 
How  does  this  company  stack  up  in  profitability  vis-a-vis  its 
competitors?  How  leveraged  is  it?  Has  it  been  able  to  trans- 
late revenue  growth  into  sales  growth?  How  well  has  it 
treated  its  investors? 

It  is  just  such  questions  that  Forbes'  Annual  Report  on 
American  industry  is  designed  to  answer.  And  this  year  we 
have  added  a  new  test  of  corporate  management:  How  inno- 
vative is  it?  Our  editors  nominate  in  this  issue  the  most 
innovative  company  in  each  industry.  These  are  the  compa- 
nies that  have  shown  the  creative  thinking  and  flexibility  to 
adapt  to  changing  times — the  companies  that  stand  a  good 


chance  of  leading  their  industries  in  the  decade  ahead. 

Forbes  selects  Hormel  as  the  most  innovative  food 
cessing  company,  for  example.  Hormel  may  appear  to  be 
another  old-line  meatpacker.  But  the  company  is  gettin 
jump  on  the  rest  of  the  industry  in  shelf-storable  microw 
entrees.  Cameron  Iron  Works  stands  out  in  the  oil  group 
its  work  in  subsea  well  completion.  Several  integrated  st 
makers  are  still  struggling  out  of  Chapter  1 1  reorganizatic 
But  Nucor,  a  minimill  operator,  is  moving  into  the  big  ti 
with  its  super  steel  plants.  (For  more  on  innovation  in  Am 
can  industry,  seep.  50.)  The  stocks  of  these  companies  sho 
do  well  even  in  a  rough  economy. 

The  individual  industry  reports  begin  on  page  70.  On  p 
224  the  31  industry  groups  are  ranked  against  one  anotl 
Then  each  company  is  compared  with  our  universe  of  1,1 
companies  in  terms  of  earnings  and  sales  growth  (p.  184) 
profitability  (p.  216).  On  page  249  is  an  alphabetical  listin; 
all  survey  corporations.  Details  follow  on  the  calculatioi 
each  Yardstick  statistic.  ■ 


Most  innovative  companies 

Industry 

Company 

Survey 
page 

Chief  executive 
or  chairman 

Stock 

5-year 
high— low 

price 

recent 

— Return 
5-year 
average 

on  equity — 
latest 
12  months 

— Latest  12  month: 
sales        net  inci 
iSmil)           ($mi 

: 

Aerospace  and  defense 

General  Dynamics 

70 

Stanley  C  Pace 

89lA-305/g 

48 

20.7% 

1.2% 

9,319% 

$    15.S: 

Air  transport 

Allegis 

72 

Stephen  M  Wolf 

105V8-27V8 

71  y4 

4.8 

4.2 

8,580 

HI  J 

Apparel,  shoes  &  textiles 

Liz  Claiborne 

74 

Liz  Claiborne 

39'/8-  V/i 

17'/2 

55.8 

44.8 

1,007 

111.31 

f 

Automotive 

Chrysler 

77 

Lee  A  lacocca 

48    -  6 'A 

23  >/s 

71.3 

23.8 

24,549 

1,275.C 

Banks  and  thrifts 

First  Chicago 

82 

Barry  F  Sullivan 

347/8-17'/8 

22  Vi 

9.5 

def 

4,002 

—491.2 

Beverages  and  tobacco 

Coca-Cola 

86 

Roberto  C  Goizueta 

53 '/it- 14% 

39 '/s 

24.2 

29.9 

8,969 

1.038.C 

Chemicals 

Monsanto 

89 

Richard  J  Mahoney 

100V4-s37'/8 

72% 

8.2 

10.9 

7,363 

415.C 

~ 

Coal 

Westmoreland  Coal 

91 

Edward  B  Leisennng 

27W-14V4 

16V4 

0.7 

4.0 

589 

7.5 

Communications  media 

CBS 

99 

Laurence  A  Tisch 

226'/4-54'/! 

176 

19.3 

42.4 

4,553 

426.5 

r 

Computers  &  electronics 

IBM 

101 

John  F  Akers 

1?S'A-91V* 

118% 

23.9 

13.3 

53,151 

4,56  l.C 

1 

Conglomerates 

Fuqua  Industries 

106 

|B  Fuqua 

38%-  7 

267/s 

25.6 

17.5 

750 

46.7 

Construction 

Masco  Corp 

108 

Richard  Manoogian 

407/8-ll'/4 

24% 

18.1 

20.7 

1,901 

240.9 

; 

Consumer  products 

Procter  &  Gamble 

114 

John  G  Smale 

103^-45% 

86W 

17.2 

6.9 

17,308 

410.C 

Electrical  equipment 

Hubbell 

116 

Fred  Dusto 

41V8-14 

26'/. 

17.4 

18.5 

576 

60.8 

- 

Electric  utilities 

Public  Service  NM 

120 

lerrv  D  Geist 

39'/4-19'/i 

21'/4 

13.2 

10.0 

711 

122.4 

Financial  services 

Commercial  Credit 

126 

Sanford  I  Weill 

34V»-17 

207/s 

3.8 

2.0 

981 

22.3 

Food  distributors 

Bruno's 

130 

Angelo  Bruno 

12%-  3V* 

10W 

30.3 

17.9 

1,186 

33.7 

Food  processors 

George  A  Hormel 

134 

Richard  Knowlton 

29%-  6 

\9Vi 

12.2 

12.3 

2,124 

41.8 

Health 

Merck 

140 

P  Roy  Vagelos 

223    -39 H 

171 

21.8 

32.9 

4,816 

845.6 

! 

Heavy  equipment 

Illinois  Tool  Works 

146 

John  D  Nichols 

49  W-  9% 

31 W 

15.1 

28.0 

1,636 

106.7 

Industrial  &  office  net 

Ogdun 

148 

Ralph  E  Ablon 

44%-12'/8 

25 '/4 

13.1 

54.8 

820 

126.5 

Insurance 

American  Family 

151 

John  B  Amos 

18%-  2% 

13 

19.3 

25.5 

1,766 

113.2 

-■ 

Leisure  and  recreation 

Gulf  &  Western 

158 

Martin  S  Davis 

93W-15 

68  Vi 

7.5 

15.4 

4,239 

291.3 

Metals 

Nucoi 

162 

F  Kenneth  Iverson 

49^-1 7% 

33  y8 

14.4 

11.8 

792 

45.5 

Natural  gas 

Arkla 

164 

Thomas  McLarty  III 

297/8-15ys 

15% 

14.5 

11.6 

1,228 

73.1 

I 

Oil 

Cameron  Jr.in  \\  irks 

168 

Philip  Burguieres 

25  V»-  8% 

12VS 

0.1 

def 

460 

-122.Q 

t 

Packaging 

Ball  Corp 

172 

Richard  Ringoen 

48W-11W 

34 

17.3 

17.4 

1,091 

64.9 

: 

Paper 

Scott  Paper 

174 

Philip  E  Lippincott 

87  -is% 

66 

11.1 

15.5 

4,007 

219.2 

L 

Retailing 

Nordstrom 

176 

Bruce  A  Nordstrom 

40V4-  5% 

20% 

18.7 

24.6 

1,839 

85.7 

L 

Surface  transportation 

Roadway  Services 

M0 

Joseph  Clapp 

45*4-23  W 

28'/i 

17.0 

8.8 

1,827 

57.8 

lr 

Telecommunications 

MCI  Communication; 

V  Orville  Wright 

28  W-  5 

9% 

15.3 

def 

3,821 

-H 

1 

66 


FORBES,  JANUARY  1 1,  19 


ardsticks  of 
lanagement  performance 


Profitability 


Return  on  equity 


Growth 


Sales 


Earnings  per  share 


ompany 


%in 
— segment — 
sales/profits 


rank 


latest       debt  as     net 
5-year      12  %  of         profit 

average    months    equity      margin 


rank 


latest 
5-year      12 
average    months 


rank 


latest 
5-year      12 
average    months 


earnings 
stability 


SEGMENT  SALES  AND  PROFITS 


GROWTH  RATES 


[the  1,031  corporations  covered  in  this  survey,  793  realize 
\'o  or  more  of  their  sales  or  profits  from  one  industry.  These 
lapanies  are  marked  with  a  bullet  in  the  segment  sales  and 
fits  column  in  the  industry  tables.  For  the  remaining  firms 
i  show  the  percentage  of  sales  and  profits  derived  from  a 
jticular  industry.  Forbes'  segment  definitions  may  vary 
>n  company  designations,  and  numbers  in  these  columns 
\y  not  total  exactly  100%.  Most  recent  annual  reports  are 
principal  source  of  information. 


PROFITABILITY 


this  issue  return  on  equity  is  calculated  by  taking  primary 
lings  per  share  and  dividing  it  by  common  shareholders' 
ity  per  share  as  it  stood  at  the  beginning  of  the  year.  For 
;ulating  a  company's  common  shareholders'  equity 
bes  assumes  the  conversion  of  all  convertible  preferred 
;k  at  the  start  of  each  year.  The  difference  between  the 
ed  value  and  the  involuntary  liquidating  value  of  noncon- 
:ible  preferred  shares  is  subtracted  from  equity.  When 
:ulating  per-share  earnings,  Forbes  includes  gains  or 
,es  from  discontinued  operations  but  excludes  extraordi- 
/  items. 


TIME  PERIODS 


five-year  growth  rates  shown  in  this  issue  for  both  sales 
profits  require  six  years'  worth  of  data.  For  companies 
i  fiscal  years  ending  in  April  through  December,  growth 
s  are  based  on  the  fiscal  years  through  1986.  For  compa- 
with  fiscal  years  ending  in  January  through  March,  the 
al  years  through  1987  are  used.  Growth  rates  that  cover  a 
od  of  less  than  six  years  are  marked  with  a  footnote. 
:n  less  than  four  years'  worth  of  data  are  available,  or  data 
"not  comparable,  the  growth  rate  is  marked  NA  (not 
lable). 

verage  return  on  equity  is  marked  NA  if  fewer  than  three 
aal  returns  are  available.  Latest- 12-months'  comparisons 
between  the  most  recent  four  quarters  and  the  same  four 
rters  of  the  previous  year. 

et  profit  margin  is  measured  over  the  latest  12  months, 
t  as  a  percentage  of  equity  is  calculated  as  of  the  latest 
nee  sheet. 


We  use  the  least-squares  method  to  calculate  sales  and  earn- 
ings growth  rates.  This  equation  adjusts  for  sharp  fluctua- 
tions. Example:  Over  three  years  a  firm's  earnings  go  from  $1 
to  50  cents,  and  then  to  $2.  That's  a  50%  decline  from  the 
first  to  the  second  year,  then  a  300%  jump  in  the  third  year. 
Least-squares  says,  on  average,  earnings  grew  by  41.4%  (Six 
41.4%  x41.4%).  Growth  rates  cannot  handle  negative  values. 
If  first-  or  second-year  earnings  are  negative,  Forbes  calcu- 
lates the  growth  rate  for  a  shorter  period,  starting  at  the  first 
positive  year.  If  earnings  are  negative  in  any  of  the  last  four 
years,  growth  rate  is  reported  as  not  meaningful  (NM). 


EARNINGS  STABILITY 


While  the  five-year  earnings  growth  rate  describes  how  much 
earnings  grew  on  average,  it  may  not  reflect  the  volatility  in 
earnings  over  this  period.  The  company  illustrated  above  had 
a  41.4%  earnings  growth  rate.  So  would  a  firm  that  earned  $1, 
$1.41  and  $2.  Clearly,  the  earnings  trend  was  steadier  in  the 
second  instance  even  though  both  firms  have  the  same  41 .4% 
growth  rate.  The  earnings  stability  factor,  or  coefficient  of 
determination,  shows  how  much  earnings  fluctuated  over  the 
span  measured  by  the  growth  rate.  Companies  with  stability 
ratings  in  the  top  15%,  such  as  Marriott,  are  designated  Very 
High,  those  in  the  next  20%  High,  the  middle  30%  Average, 
and  so  on. 


DEFINITIONS 


Forbes  defines  sales  as  net  sales  plus  other  operating  revenue. 
For  banks,  sales  is  defined  as  total  interest  income  plus  other 
income.  Sales  of  insurance  companies  include  income  from 
premiums  and  annuities  as  well  as  net  investment  income 
and  other  income.  Net  profit  margin  measures  net  income  as 
a  percentage  of  net  sales,  including  other  operating  income. 
Debt  as  a  percentage  of  equity  is  defined  as  long-term  debt, 
including  capitalized  leases,  divided  by  total  equity  (includ- 
ing preferred  equity). 

Medians  for  all  Yardstick  components  are  calculated  by 
listing  companies  in  rank  order  and  selecting  the  value  of  the 
middle  company.  When  there  is  an  even  number  of  compa- 
nies, the  median  is  obtained  by  averaging  the  data  on  the  two 
middle  firms. 
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•UR  ACCOMPLISHMENTS  CONTIE 


To  those  whose  achievements  merit  ever  greater  rewards, 
American  Express  offers  an  exceptional  way  to  help 
you  obtain  them:  The  Gold  Card.  In  fact,  with  its 
extensive  array  of  worldwide  travel  and  unique 
financial  privileges,  the  Gold  Card  is  one  of  those 
rewards  in  itself  THE  GOLD  CARD' 


i® 


*£* 


9 


TO  INCREASE,  SO  DO  THE  REWARDS. 


Gold  Card  Privileges  Include 


AR-END  SUMMARY  OF  CHARGES.  □  THE  ASSOCIATE  CLUB*  Private  club 

ership.  a  CAR  RENTAL  COLLISION  DAMAGE  INSURANCE!  □  CASH  ACCESS. 

mean  Express®  ENVOY*  24-bour  personal  travel  service.  □  DUPLICATE  RECEIPTS 

\iontbly  statement.  □  24-HR.  CUSTOMER  SERVICE.  O  To  apply:  1-800-648-AMEX. 

I  an  required.  tSome  limitations  and  exclusions  apply.  Underwntten  by  National  Union  Fire  Insurance  Company  of  Pittsburgh.  PA. 


AEROSPACE 
ANDDEFENSE 


Defense  spending  is  winding  down,  but 
civilian  orders  continue  to  boom. 


5-vear  average 


Return  on  equity 


By  Howard  Banks 


This  time  last  year  we  said  defense  contractors  would  be  hit 
by  cuts  in  the  defense  budget  in  1987,  and  that  is  exactly  what 
has  happened.  Though  Westinghouse,  Litton  and  Tracor  had 


standout  years,  having  cut  costs,  most  major  contractors  ]< 
lower  earnings.  After  three  years  of  steady  growth  in  jo 
even  employment  in  the  industry  declined  in  1987,  down  I 
from  1986  levels,  to  1.197  million  workers. 

Total  defense  outlays  of  $285  billion,  slated  for  the  fisi 
year  1988  that  began  in  October,  will  amount  to  a  3%  cuij 
real  terms,  the  second  such  annual  decline  in  a  row.  Mc 
over,  since  the  services  plan  to  hold  manpower  roughly 
current  levels,  most  of  the  cuts  will  fall  on  research 
development.  Programs  likely  to  be  hit  include  the  Arm 
LHX  helicopter  (rival  prime.contractors:  McDonnell  Douj 
and  Textron's  Bell  subsidiary);  the  Marines'  V-22  tilt-rc 
Osprey  (Bell  and  Boeing);  the  Navy's  A-6F  updated  att 
aircraft  (Grumman);  and  even  the  President's  SDI  progn 
The  proposed  Midgetman  ballistic  missile  is  probably  des 

Watch  for  heavy  lobbying  to  prevent  these  cuts.  Contr 
tors  prefer  stretch-outs  of  program  timetables,  thus  keep 
programs  alive,  even  though  this  adds  to  costs  overall.  Wat 
too,  for  the  reluctant  arms  procurers  at  the  Pentagon  to  co, 
under  pressure  to  hold  down  costs  by  buying  existing  ar 
from  abroad,  rather  than  starting  development  programs 
mestically  from  scratch.  One  example:  the  Milan  infan 
antitank  weapon  already  in  service  with  nine  NATO  armj 
The  space  program  is  also  under  severe  budget  constraint 

Though  competition  is  intense,  the  year  past  has  b<  i 
much  rosier  for  civilian  aerospace.  Both  Boeing  and  McD 


Corporate  cleaner-upper 


General  Dynamics  was  a  company  with  a  reputation  for 
ripping  off  the  Pentagon  when  the  board  made  Stan- 
ley Pace  chairman  and  chief  executive  officer  in  1986.  GD 
had  been  accused  of  everything  from  padding  expense 
accounts  to  corrupting  foreign  governments.  Job  one  for 
Pace,  formerly  with  TRW,  was  to  repair  GD's  reputation 
with  its  biggest  c  ustomer,  the  Department  of  Defense,  and 
with  Congress.  In  its  way,  Pace's  response  was  every  bit  as 
innovative  as  a  new  wing  design  or  a  new  radar:  He 
eliminated  from  GD's  cost  claims  against  government 
contracts  just  about  everything  that  could  conceivably 
cause  trouble  with  Defense  Department  auditors,  a  radical 
idea  for  a  defense  contractor. 
Pace  directed  the  company's  accountants  to  analyze  all 


GD's  defense  contracts 
The  result  showed  that, 
the  troublesome  costs 
(hence,  the  hit  to  the  bot 
torn  line  from  absorbing 
these  "gray"  items)  was 
tiny — less  than  0.5%  oi 
the  cost  of  typical  con 
tracts.  All  such  items,  by 
Pace's  order,  were  thus  de 
leted  from  bills  being  sub 
mitted  for  payment  by  the 
Pentagon.  "We  simply 
lifted  our  accounting  cut 
off,"  says  Pace. 

When  Pace  took  over, 
GD  was  under  suspension 
from  bidding  on  new  de- 
fense business.  Thus,  for 
example,  its  share  of  the 
Tomahawk  cruise  missile 
contract  went  from  60%  in  1985  to  40%  in  1986,  a  $24 
million  hit  to  sales. 

But  by  weeding  out  any  possibly  contentious  charges 
from  its  bills,  Pace  has  returned  his  company  to  favor  with 
the  Pentagon.  In  1987  the  firm's  share  of  the  Tomahawk 
missile  program  thus  rose  back  up  to  70%  of  the  contract, 
worth  $286  million,  important  in  a  year  when  defense, 
orders  generally  were  squeezed.  "If  we  hadn't  acted,"  says 
Pace,  "it  would  have  been  disastrous." 

The  most  important  result?  At  least  in  General  Dynam- 
ics' case,  contracts  once  again  are  being  awarded  on  their 
technological,  price  and  performance  merits,  not  on  the 
basis  of  scandal-traumatized  Pentagon  bureaucrats  fearing 
any  fresh  involvement  with  GD  at  all. 


■    Pkiurc  Group 
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;11  Douglas  continue  to  complain  about  government  subsi- 
es  for  the  European  Airbus  program.  McDonnell  appears  to 
:  looking  for  a  scapegoat  if  it  has  to  cancel  its  long-range 
lD-11  update  of  the  DC- 10  airliner. 

In  fact,  however,  the  industry's  biggest  problem  is  turning 
it  the  orders  it  already  has.  Boeing's  backlog  now  approaches 
)0  aircraft,  and  the  company  must  invest  $200  million  to 
crease  production  of  the  737  model.  Boeing's  debt  is  down 
$250  million,  while  cash  in  hand  will  end  the  year  at 


around  $4  billion. 

Even  so,  pressure  on  profit  margins  in  this  industry  will 
intensify  in  1988,  especially  for  defense  contractors.  Defense 
contracts  now  are  often  shared  between  two  contractors,  and 
in  all  new  contracts  the  companies  have  to  invest  some  of 
their  own  money  up  front.  In  fact,  the  industry  talk  is  of  a 
decline  in  the  number  of  defense  contractors,  either  through 
mergers,  or  through  some  going  broke  trying  to  cope  with  the 
defense  spending  squeeze.  ■ 


Yardsticks  of 

rmance 

Profitability 
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management  perfo 

Return 

an  equity 
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Earnings  per  share 

%in 

latest 
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latest 

latest 

— segment — 

5-year 

12 

%of 

profit 

5-year 

12 

5-year 

12 

earnings 

Zompany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

lerospace  and  defense 

.ockheed 

•/• 

1 

59.5% 

21.1% 

58.9% 

3.6% 

6 

16.2% 

8.2% 

12 

15.4%$ 

-7.3% 

very  high 

■G&G 

na/na 

2 

28.0 

22.0 

7.6 

4.4 

16 

11.2 

4.6 

21 

8.8 

3.8 

average 

rtorton  Thiokol 

45/28 

3 

24.8 

16.3 

3.1 

7.1 

4 

20.0 

5.3 

13 

14.0 

10.1 

low 

v-Systems 

•/• 

4 

21.5 

15.0 

16.3 

4.8 

12 

12.2 

12.8 

10 

15.5 

21.6 

average 

"eledyne 

34/37 

5 

21.4 

15.2 

28.0 

7.7 

39 

1.6 

0.5 

6 

18.9$ 

10.3 

low 

lohr  Industries 

•/• 

6 

21.4 

8.6 

49.9 

4.1 

35 

2.9 

6.0 

3 

32.6 

^13.3 

NM 

kneral  Dynamics 

•/• 

7 

20.7 

1.2 

29.9 

0.2 

14 

11.3 

4.3 

NM 

-95.9 

NM 

lockwell  Intl 

79/80 

8 

20.6 

20.8 

23.1 

5.2 

10 

12.8 

-1.4 

8 

18.4 

10.2 

very  high 

General  Electric 

27/34 

9 

19.3 

21.3 

28.1 

6.3 

29 

4.4 

24.9 

22 

8.7 

33.0 

very  high 

Zolt  industries 

39/32 

10 

18.7 

NE 

NE 

4.3 

44 

-3.7 

2.1 

17 

11.8$$ 

184.2 

low 

'.aytheon 

59/88 

11 

18.3 

21.8 

2.1 

5.6 

27 

5.2 

8.4 

26 

5.2 

14.5 

low 

oral 

•/• 

12 

18.1 

17.3 

186.2 

6.2 

2 

24.8 

51.7 

9 

16.7 

13.4 

very  high 

•Jorthrop 

•/• 

13 

16.8 

7.6 

0.3 

1.2 

3 

23.7 

8.6 

2 

34.5 

11.4 

low 

Vestinghouse 

na/na 

14 

16.5 

23.5 

18.3 

6.9 

34 

3.0 

-5.9 

18 

11.7 

19.2 

high 

irumman 

84/62 

15 

16.5 

8.2 

66.5 

2.0 

7 

13.2 

-1.7 

4 

29.4 

-22.9 

low 

laman 

50/86 

16 

16.5 

16.6 

82.3 

3.4 

23 

7.6 

19.8 

7 

18.9 

13.6 

very  high 

lartin  Marietta 

75/81 

17 

16.0 

25.5 

31.0 

4.2 

24 

7.4 

8.5 

NM 

7.4 

NM 

oeing 

•/• 

18 

15.9 

11.0 

5.2 

3.4 

15 

11.2 

0.9 

15 

12.1 

-20.1 

low 

itton  Industries 

77/85 

19 

15.3 

13.9 

139.5 

3.1 

42 

-2.0 

-2.2 

32 

-13.5 

104.8 

average 

'racor 

70/33 

20 

14.6 

13.8 

54.8 

4.4 

13 

11.6 

11.7 

29 

-3.9 

500.0  + 

very  low 

iggie  Intl 

26/25 

21 

14.6 

15.9 

27.6 

4.8 

31 

3.9 

8.0 

23 

7.7 

11.7 

average 

Computer  Sciences 

51/na 

22 

14.2 

12.8 

29.6 

3.4 

20 

9.1 

19.3 

20 

10.4 

26.1 

high 

MC 

32/36 

23 

14.1 

NE 

NE 

7.7 

43 

-2.3 

-0.6 

14 

12.5 

305.0 

low 

IcDonnell  Douglas 

•/• 

24 

13.6 

11.0 

25.5 

2.4 

9 

12.8 

6.8 

19 

11.2 

11.4 

average 

inger 

79/72 

25 

13.3 

26.7 

39.9 

6.9 

45 

-7.1 

-2.9 

1 

126.9$$ 

37.9 

very  high 

RW 

56/55 

26 

13.1 

22.8 

52.9 

3.3 

32 

3.5 

11.1 

NM 

87.2 

NM 

arker-Hannifin 

29/43 

27 

13.0 

12.4 

36.0 

4.6 

18 

9.5 

7.4 

24 

6.1 

-3.0 

very  low 

erkin-Elmer 

24/89 

28 

12.5 

def 

6.8 

def 

28 

4.6 

1.6 

28 

1.1 

P-D 

very  low 

lercules 

35/50 

29 

12.0 

46.4 

27.4 

31.1 

40 

-0.2 

1.3 

25 

5.9 

287.1 

low 

undstrand 

68/« 

30 

11.8 

5.5 

47.2 

2.4 

22 

7.7 

-1.8 

30 

-8.9 

-58.3 

average 

lynCorp 

56/72 

31 

11.5 

11.1 

5.5 

1.3 

17 

10.4 

17.7 

33 

-14.9 

149.1 

average 

extron 

52/41 

32 

11.1 

18.5 

84.5 

4.0 

5 

17.9 

13.1 

11 

15.5 

32.0 

average 

'nited  Technologies 

52/dp 

33 

10.9 

4.5 

43.2 

1.1 

33 

3.2 

8.8 

35 

-33.9 

-62.0 

average 

[arsco 

32/57 

34 

10.6 

13.0 

12.0 

5.5 

36 

2.6 

-3.3 

27 

2.5 

29.8 

very  low 

iarris  Corp 

38/44 

35 

9.9 

9.3 

14.8 

4.2 

21 

8.9 

-0.5 

31 

-12.2 

36.5 

high 

/yman-Gordon 

•/• 

36 

8.9 

def 

6.7 

def 

46 

-9.3 

-9.7 

NM 

D-D 

NM 

I/A-Com 

na/na 

37 

8.6 

def 

40.9 

def 

26 

5.4 

-24.5 

34 

-15.2 

P-D 

average 

enCorp 

56/47 

38 

6.3 

30.0 

NE 

12.3 

19 

9.4 

-31.6 

16 

12.0 

215.2 

very  low 

'oneywell 

46/* 

39 

6.1 

def 

26.4 

def 

37 

1.9 

-8.9 

NM 

P-D 

NM 

alley  Industries        - 

41/37 

40 

5.6 

def 

109.5 

def 

41 

-0.8 

-12.9 

5 

21.9$$ 

P-D 

NM 

llied-Signal 

52/52 

41 

5.1 

16.1 

55.9 

5.3 

8 

13.0 

-1.6 

NM 

DP 

NM 

Z  Industries 

21/« 

42 

4.5 

12.2 

82.7 

4.5 

38 

1.6 

-5.2 

NM 

D-P 

NM 

exas  Instruments 

33/» 

43 

4.3 

16.2 

22.7 

3.8 

30 

4.2 

11.3 

NM 

DP 

NM 

odd  Shipyards 

73/« 

44 

2.2 

NA 

NA 

def 

48 

-12.9 

-15.8 

NM 

D-D 

NM 

NC 

77/75 

45 

def 

11.3 

158.5 

1.8 

11 

12.7 

16.0 

NM 

115.2 

NM 

rirchild  Industries 

72/65 

46 

def 

def 

63.6 

def 

47 

-11.8 

-47.6 

NM 

P-D 

NM 

rv 

35/1 

47 

def 

NE 

NE 

def 

25 

5.5 

1.3 

NM 

D-D 

NM 

M  Hughes  Electronics 

59/31 

NA 

3.1 

3.8 

2.0 

1 

25.7 

0.4 

NA 

10.1 

NA 

idustry  medians 

13.6 

12.8 

28.0 

3.9 

6.5 

1.8 

6.1 

11.6 

11-industry  medians 

12.8 

13.6 

48.6 

4.3 

6.8 

8.3 

5.3 

13.9 

90%  or  more     DD:  Segment  deficit,  total  de 

ficit.     DP 

Segment  deficit,  total  profit. 

PD:  Segme 

nt  profit 

total  deficit.     D-D:  De 

ficit  to  deficit.     DP:  Deficit  to 

ofit.     P-D:  Profit  to  deficit. 

def:  Deficit.     NA 

Not  available      NE:  Negative  equity     NM:  Not  mear 

ingful. 

tFour  -year  average 

:Four-year  growth 

t+Three- 

ar  average.    $$Three-year 

growth.     For  furtl 

ler  explanation,  see 

sage  65. 
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AIR  TRANSPORT 


Congestion,  delays,  complaints  galore 
and  even  some  improving  profits. 

12.8 


By  Howard  Banks 


:. 


Danger  in  the  air  and  delays  at  the  airports.  That  was 
the  media's  message  for  1987.  Although  the  year  did 
bring  four  fatal  crashes  and  a  number  of  close  calls 
aloft,  1987  in  fact  ranks  as  the  seventh  safest  year  for  passen- 
ger travel  since  the  commercial  jet  age  began  in  1952.  In 
reality,  the  big  disruptions  came  at  the  airport. 
Much  of  the  problem  relating  to  delays  was  caused  by  the 


airlines'  shaving  schedule  times  to  gain  a  marketing  adv; 
tage  on  travel  agents'  computer  screens.  Once  the  gove: 
ment  required  the  airlines  to  publish  performance  figurj 
most  airlines  added  time — telling  more  of  the  truth — to  th| 
schedules. 

Those  problems  aside,  1987  was  a  good  one  for  the  indi  I 
try.  Passenger  traffic  grew  10%,  and  the  industry  as  a  wht 
took  in  revenues  of  more  than  $50  billion,  a  record.  Operati 
profits  of  $2.5  billion  were  also  a  record. 


. 


Yardsticks  of 
management  performance 


Profitability 


Return  on  equily 


Growth 


Sales 


Earnings  per  share 
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%in 
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equity      margin 


rank 


5-year 
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12 
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rank 


5-year 
average 


latest 

12 
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earnir 
stabil 


Freight 

1 1  dl  r.il  Express 

Emery  Air  Freight 

Airborne  freight 

Pittston 

Tiger  International 


•/• 

•/• 

•/• 

38/dp 

•/41 


19.6% 

IS  1 

13.6 
def 
deft 


def 
def 
10.4% 
2.4 
NE 


65.5% 
212.1 
97.7 
9.9 

NE 


def 

def 

1.7% 

1.0 

4.1 


35.2% 
10.8 
15.0 
-13.5 
-7.1 


22.2% 
26.1 
16.2 
4.5 

4.8 


8.4% 
NM 
25.7 
NM 

NA 


P-D 

D-D 
14.8% 
50.0 
DP 


averai 
NM 

high 
NM 
NM 


Medians 


13.6 


-3.5 


65.5 


1.0 


10.8 


16.2 


NM 


14.8 


Airlines 

Southwest  Aarlmt  s 

USAir  Croup 

AMR 

Delta  Air  Lines 

NWA 


•/• 
•/• 
•/• 

84/NA 


14  K"„ 

14.5 

13.2 

8.3 

6.2 


4.0% 
15.3 

7.9 
16.0 

8.7 


48.6% 
153.4 
94.8 
52.6 
73.1 


2.6% 
8.5 
3.0 
4.6 

2.2 


24.1% 
10.9 

9.5 

6.2 
13.6 


3.3% 
31.8 
13.4 
31.7 
65.3 


4.2% 

3.6 

2.1« 
NM 
67.2 


-56.6% 
88.3 

-22.6 

229.5 
46.2 


averaj 

very  1< 

very  It 

NM  • 

high 


Allegis 

World  Airlines 
Pan  Am 

Air 


77/18 

•/• 
85/» 

•/• 


6  4.8  4.2  121.7  1.3 

7  deftt  121.1  400.7  3.4 

8  def  def  NE  def 

9  def+t  def  402.0  def 


10.8  -2.5 

-0.3  26.2 

->3.7  11.9 

32.7  271.6 


NM 
NA 
NA 
NA 


94.0 
DP 
P-D 
P-D 


NM 

NM 

NM 
NM 


Medians 


6.2 


7.9 


94.8 


2.6 


10.8 


26.2 


2.8 


46.2 


Industry  medians 


7.3 


4.1 


84.0 


1.9 


10.8 


19.2 


2.8 


30.5 


All-industry  medians 


12.8 


13.6 


48.6 


4.3 


6.8 


8.3 


5.3 


13.9 


•  iii-iu  ilelkii  total deficit      DP:  Segment  deficit,  total  profit     PD:  Segment  profit,  total  deficit     D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profi 

I'D  Profit  to  deli,  i       del   IVimt      NA  Not  available     Nl    Negative  equity     NM   Not  meaningful     tFour-year  average.     JFour-year  growth.     ttThree-year  averagi 
ttThree-yeai  gro  funhet  explanation,  see  page  63 
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lat's  quite  an  achievement  considering  that  fuel  prices 
30%  during  1987,  from  a  low  of  44.5  cents  a  gallon  in 
ember  1986  to  near  57  cents  a  gallon  average  as  1987 
:d.  There  has  also  been  a  rising  trend  in  labor  costs, 
bly  for  pilots,  and  the  cost  of  frequent  flier  programs  has 
started  to  bite.  The  airlines  have  offset  these  rises  by 
i  carefully  controlling  fare  discounts  and  setting  up  a 
urday  overnight-stay  rule"  that  blocks  most  expense 
unt  business  travelers  from  using  the  very  cheapest  fares. 
>e  steps  helped  lift  the  average  fare  per  mile  by  1%,  with 
aps  another  3%  or  so  to  come  in  1988,  says  George  James 
irline  Economics. 


Of  all  the  companies  in  this  industry,  the  one  set  to  enjoy 
the  most  impressive  turnaround  is  Allegis  Corp.'s  United 
Airlines,  now  headed  by  a  new  chief  executive,  Stephen  Wolf. 
United  is  undoing  the  grand  but  unworkable  scheme  of  his 
predecessor,  Dick  Ferris,  to  turn  the  airline  into  a  one-stop- 
shopping  travel  conglomerate.  The  carrier  is  now  shedding 
investments  in  Hertz  rental  cars,  Westin  Hotels,  and  a  49% 
stake  in  its  computerized  reservations  system. 

In  1988  the  international  carriers  on  this  list  are  all  likely 
to  suffer  from  the  weak  U.S.  dollar,  which  will  substantially 
slow  U.S.  tourism  and  business  travel  abroad.  It  will  be  a  year 
for  holidays  at  home  in  1988  for  most  Americans.  ■ 


Apollo's  sweet  song 


rohn  Zeeman,  marketing  vice  president  of  Allegis' 
United,  deliberately  avoided  being  too  aggressive — 
icting  like  the  ugly  American,"  as  he  puts  it — and  this 
ive  him  a  golden  prize  in  Europe.  Four  top  European 
rlines  (British  Air,  Swissair,  KLM  and  Alitalia)  chose 
nited's  Apollo  computer  reservation  system  over  Ameri- 
in's  Sabre.  Emphasizing  that  this  was  to  be  a  partner- 
iip — the  European  version  of  Apollo,  to  be  called  Galileo, 
ill  be  a  joint  venture — and  that  United  doesn't  fly  to 
jrope,  Zeeman  calmed 
oropean  fears  that  they 
ight  end  up  dominated 
7  United. 

1  The  European  carriers 
imed  to  the  U.S.  for  help 
i  catch  up  on  years  of 
•iderinvestment  in  reser- 
itions  booking  technol- 
;y,  which  is  the  key  to 
inning  a  modern  airline 
a  competitive  world, 
alileo,  planned  to  cost 
ound  $100  million  and 
operational  within  12 

onths,  is  a  quicker  and 
leaper  option  than  the 
le    chosen    by   another 

oup  of  European  carri- 

s,  led  by  Air  France  and 

lfthansa,  which  decided 

buy  software  from  Tex- 

Air. 

Computer     reservation 

stems  in  the  U.S.  are 

ghly  profitable,  with  a 

pical  30%  return  on  in- 

stment,  but  the  deal  in 

irope  brings  other  spe- 

al  advantages  for  Unit- 
The  carrier's  debt  is 

ready  high  (78%  of  equi- 

J,  and  it  wants  to  avoid 

e  heavy  investment  in 

anes     and     marketing 

eded  to  break  into  the 

iropean     market.     The 

ilileo  deal  will  provide  a 

arketing  link  with  ma- 
European  carriers  that 


should  provide  it  low-cost  traffic  to  feed  onto  its  domestic 
flights  (and  vice  versa).  The  airline  has  already  announced 
a  close  "marketing  merger"  with  British  Air,  in  which 
they  will  operate  what  amount  to  joint  flights.  It's  likely 
that  the  European  carriers  will  invest  directly  in  United's 
Covia  subsidiary,  which  operates  its  Apollo  system. 

"The  next  step,"  says  Zeeman,  "might  be  to  get  some 
Pacific  carriers  to  buy  a  piece,  too.  That  way  we'd  make  it  a 
truly  international  network." 


John  Zeeman  of  United  Airlines 


Kevin  Horan/Picture  Group 
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APPAREL,  SHOES 
AND  TEXTILES 


With  stores  overstocked,  only 
well-established  brands  will  benefit. 


i-year  average 


Return  on  equity 


By  Gail  Branson 


ANY  COMPANIES  IN  THIS  GROUP  Sewed  Up  10%  tO  15% 

earnings  gains  last  year,  but  in  1988  they'll  be  lucky 
i  to  do  a  third  as  well.  Blame  it  on  slackening  consum- 
er spending  and  the  looming  threat  of  recession. 

Sales  began  to  slow  at  midyear,  and  by  September  retailers 
were  confronting  a  disappointing  inventory-to-sales  ratio  of 


2.85.  Result?  "Only  good  brands  with  consumer  loyalty 
offer  stores  good  service  will  do  well  in  1988/'  forec 
Deborah  Bronston  of  Prudential-Bache. 

Apparel  companies  are  starting  to  enjoy  the  payback  f 
restructurings  begun  in  1986.  The  strategy  for  several  of  tl 
companies  has  been  to  get  out  of  general  merchandise  re; 


ing  and  concentrate  on  marketing  name-brand  prodi 
Manhattan  Industries  sold  its  marginally  profitable  I 
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Store  wars 


Apparel  designer  Ralph 
■Lauren  drew  fire  from 
view  York  City  depart- 
nent  stores  when  he 
>pened  his  Rhinelander 
vlansion  store  on  Madi- 
on  Avenue  in  1986.  Re- 
aders feared  the  20,000- 
quare-foot  store  would 
iphon  off  their  sales. 

Comes  now  fashion  de- 
igner  Liz  Claiborne,  a 
olid  name  in  sportswear 
nd  working  women's 
\rear,  with  a  different  ap- 
iroach  to  dealing  with  de- 
iartment  store  chains, 
'erfectionism  and  control 
if  every  facet  of  design 
nd  production  are  the 
lallmarks  of  her  compa- 
ly,  Liz  Claiborne,  Inc., 
nd  since  her  clothes  sell 
o  well,  stores  have  tend- 
d  to  give  her  a  say  in  how 
1  o  set  up  displays  or  cater 
o  customers. 

Still,  Liz  Claiborne  isn't 
[atisfied  with  the  service 
'  ustomers  receive  from 
tore  clerks.  So  to  set  an 
Example  of  courtesy  and 
'ervice — and     win     new 

'ustomers    in    the    pro- 
I 


Hans  Nelcman'Wheeler  Pictures 


cess — her  firm  is  expand- 
ing into  retail,  too,  but 
with  a  novel  approach  in- 
tended to  avoid  offending 
department  store  buyers. 
Although  owned  and  op- 
erated by  Liz  Claiborne, 
Inc.,  the  stores  will  be 
called  First  Issue  and  sell 
only  its  own  merchandise, 
priced  and  designed  to 
compete  with  casual 
clothing  chains  like  the 
Gap  and  the  Limited. 

In  February  First  Issue 
stores  will  open  in  the 
Georgetown  area  of  Wash- 
ington, D.C.  and  Manhas- 
set,  N.Y.  If  all  goes  as 
planned,  a  dozen  more 
will  follow  in  the  North- 
east. The  aim  is  a  national 
chain  in  competition  with 
women's  wear  chains  like 
Casual  Corner.  Startup 
costs  are  nominal,  so  the 
venture  shouldn't  jeopar- 
dize 1988  earnings.  Re- 
gardless, even  simply  ele- 
vating the  levels  of  cour- 
tesy delivered  by  store 
clerks  would  make  the 
project  something  to  be 
commended. 
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John  McLaughlin  fuels  the  fire  while  respected  journalists  Jack  Germond,  Morton 
Kondracke,  and  Robert  Novak  provide  informative  and  often  explosive  opinions. 

Join  them  all  on  the  McLaughlin  Group.  It  just  might  be  the  freshest,  boldest, 
most  incisive  political  show  on  the  air. 

Don't  miss  it.  The  people  who  run  this  country  never  do. 

The  McLaughlin  Group 

Made  possible  by  a  grant  from  GE. 


Check  local  listings  for 
station  and  time. 


We  bring  good  things  to  life. 


THE  STRONG  APPROACH 


HIGH  RATES. 
LESS  RISK. 

Do  you  want  higher  rates  than  money  market 
funds?  Less  risk  than  long-term  honds? 
Consider  the  Strong  Short-Term  Bond  Fund. 
This  Fund's  goal  is  to  give  you  higher  rates 
with  less  volatility.  It  invests  primarily  in  short- 
term,  investment-grade  bonds.  For  liquidity  and 
flexibility,  the  Fund  offers  free  eheekw  riting 
and  24-houf  telephone  exchange  to  any  other 
Strong  Fund.  Call  or  write  todaj 

1  800  368-3863  call  any  time,  any  day! 

lor  more  complete  information,  including  charges  and  expenses  (no  sates 
Charge  or  redemption  fee),  call  the  toll-free  number  or  write  for  a  free 
prospectus  Please  read  it  carefully  before  you  invest  or  send  mone\ 
I  am  also  interested  in:     DiRAs     □  Pension  or  Profit  sharing  Plans 


FBB1I018N 


STRONG  SHORT-TERM  BOND  FIND 

P.O.  Box  2920,  Milwaukee.  Wl  S3 201-9990 


■  i  he  Strong  Short-Term  Hond  Fund's  current  j  leld  is  detc  rmlned  by  annualizing  the  net  Invest- 
ment income  per  shan  fot  the  7  (bysendmg  12/3/87,  and &t\  Idingby  $io  05,  the  Fund's  net 
use)  value  on  thai  daft 
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Assuming  a  recession  isn  't 
imminent,  apparel  and  textile  \ 
shares  should  appreciate  at 
least  in  line  with  the  market. 
If  the  economy  slumps, 
however,  forget  it. 


Brothers  stores  in  1986  for  $38  mill 
lion  to  a  private  investor.  In  198] 
Hartmarx  paid  $2  million  for  Manhat 
tan's  Henry  Grethel  sportswear  and 
shirt  line,  which  had  cost  Manhattan 
around  $  1 8  million  in  losses  over  thj 
past  six  years. 

Manhattan   Industries   expects   td 
cash  in  on  an  economic  downtun| 
with  a  sales  surge  in  strong  name: 
brand  accessories,  of  which  it  still  ha 
plenty,  including  Perry  Ellis  and  Ann'. 
Klein  scarves  and  Yves  Saint  Lauren, 
ties  and  belts.  "Accessories  always  do 
better  in  bad  times,"  says  Manhattai 
Chairman  Laurence  Leeds  Jr.  "A  ma: 
won't  pay  $500  for  a  suit,  but  he  wil 
pay  $30  for  a  dress  shirt  or  $15  for 
bright  pair  of  suspenders  to  spruce  uj 
his  wardrobe." 

Equally  disenchanted  with  retail   '. 
ing,  Phillips- Van  Heusen  sold  four  o 
its    retail    menswear    chains    and 
clothing  subsidiary  for  $44  million 
Then,  in  August,  Phillips  paid  $7! 
million  to  buy  loss-ridden  G.H.  Bass 
the  shoemaker,   from  Chesebrough 
Pond's    Inc.    Bass    has    been    tumei 
around         through         managemen 
changes,  inventory  cutbacks  and  im» 
provements  in  manufacturing  and  r 
tailing.   Phillips  profits  in  the  yea 
ending  Jan.  31,  1988  are  expected  to  b< 
$21.6  million,  including  the  new  Bas. 
unit,  compared  with  $20.1  million  ii 
fiscal  1987. 

In  the  textile  industry,  lower  mar 
ginal  tax  rates  and  fewer  restructurinj 
writeoffs  helped  push  up  earning 
10%  to  15%  on  sales  volume  growtl 
of  only  3%  to  4%.  Higher  materia 
costs,  particularly  natural  fibers,  wen 
the  industry's  biggest  headache.  Th 
cost  of  cotton  and  denim  rose  sigmfi 
cantly  in  1987,  squeezing  margins  fo 
Fieldcrest  Cannon,  which  make: 
household  linens,  and  VF  Corp., 
leading  jeansmaker. 

What  does  the  future  hold  for  inves 
tors  in  all  these  stocks?  Assuming 
recession  isn't  imminent,  apparel  anc 
textile  shares  should  appreciate  a 
least  in  line  with  the  market.  If  th< 
economy  slumps,  forget  it.  Stocks  ii 
this  industry  have  historically  under 
performed  the  market  quite  drastical 
ly  in  downturns.  ■ 


Bl 
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AUTOMOTIVE 


\ven  if  sales  stay  strong  in  1988,  business  will 
>  brutally  competitive — even  worse  than  1987. 


im  on  equity 


By  Jerry  Flint 


jj^VERALL,  CARMAKERS  HAD  A  FAIR  YEAR  in  1987:   15  mil- 

Blion  car/truck  sales,  down  8%  from  16.3  million  in 
F^1986.  The  foreign-owned  companies,  with  imports  and 
1  migrant"  production,  accounted  for  35%  of  last  year's 
Is.  But  with  so  many  players  in  the  car  business,  overall 
Ires  aren't  as  important  as  spotting  the  winners  and  losers. 

ist  year,  like  the  year  before,  Ford  Motor  Co.  was  the  big 
Jner,  approaching  $5  billion  in  profit,  more  profit  than  GM 

the  second  straight  year,  more  profit  than  the  entire 
I  nese  auto  industry  combined.  The  cash  is  piling  up  so 
t— $9  billion  on  Sept.  30 — that  Wall  Street  seems  to  think 
I  getting  rid  of  it  is  Ford's  biggest  problem.  So  far  the  cash 
■|been  spent  carefully,  on  some  diversification  into  bank- 
I  but  the  company  is  also  looking  for  an  electronics  buy 

I  is  spending  some  to  pick  up  its  own  stock  and  some  to 
jind  in  the  auto  business. 

II  ith  GM  sales  sluggish,  Ford  sees  a  chance  for  a  permanent 
^trovement  in  its  market  share.  "We  can  take  advantage  of 
t first  real  departure  of  the  loyalty  pattern  in  my  lifetime," 
1  Donald  Petersen,  Ford's  chairman.  Figure  Ford  will  make 


more  gains  in  1988.  The  new,  smallish  Ford  Tempo  (it  looks 
like  a  Honda)  may  click  where  Ford  is  weak,  while  its  new 
$25,000  Continental  might  succeed  against  the  high-profit 
German  luxury  models.  Even  if  1988  turns  out  to  be  a  rougher 
year  than  now  seems  likely,  Ford  is  in  a  strong  position.  It 
could  absorb  more  than  a  10%  sales  decline — just  by  cutting 
overtime,  Petersen  reveals. 

Will  General  Motors  turn  around?  From  43%  of  the  market 
two  years  ago,  it  had  just  37%  in  1987,  and  it  could  sink  to 
33%  this  year.  To  reduce  overhead  and  fixed  costs,  GM  is 
closing  plants  and  retiring  white-collar  workers  by  the  tens  of 
thousands.  It  is  counting  on  this  cost-cutting,  plus  a  raft  of 
new  models,  to  end  its  slump. 

At  Chrysler,  car  sales  fell  nearly  22%,  as  much  as  GM's, 
but  Chrysler's  strong  truck  sales — its  minivan  is  the  best  in 
the  industry — kept  profits  high.  Chrysler's  car  designs  and 
drive-trains  are  aging,  and  future  growth  depends  heavily  on 
its  ability  to  bring  to  market  a  new  product  line  for  the  1990s. 
Chrysler's  comeback  was  a  miracle  of  modern  business,  but 
this  is  an  industry  where  no  one  can  rest  on  his  laurels. 

Among  the  foreign  companies,  Honda  is  the  most  impres- 
sive, increasing  its  U.S.  market  share  to  nearly  7%  last  year, 
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The  "Hail  Mary"  acquisition 


It  was  third  down  with  major  yardage  to  go.  To  keep  his 
team  in  the  game,  Lee  Iacocca  called  an  audacious 
play — the  Hail  Mary  acquisition — and  he  succeeded  with 
Chrysler's  SI  .4  billion  (only  $35  million  cash)  takeover  of 
American  Motors. 

Chrysler's  problems  included  an  aging  product  line,  no 
sleek  midsize  models  in  the  popular  Ford  Taurus  market, 
no  domestic  four-wheel-drive  vehicle  in  that  superhot 
market,  and  not  enough  assembly  capacity  to  expand 
production  if  sales  of  one  of  its  vehicles  should  catch  fire. 
The  AMC  deal  helped  in  each  of  those  areas:  a  new 
midsize  (the  $14,000  class)  car;  four  plants,  including  one 
brand-new  plant  in  Canada,  giving  the  company  an  extra 
750,000-unit  capacity;  the  Jeep,  the  best-known  four- 
wheeler  in  the  world,  selling  at  a  250,000-a-year  rate  now. 
And,  for  good  measure,  Chrysler  got  1,400  more  dealers,  its 
third  dealer  group,  with  the  potential  for  moving  a  quarter 


million  cars  a  year,  the  company  figures. 

Sure  there  are  problems:  The  new  Eagle  car  is  profitlesB 
because  it  uses  expensive  French  parts;  three  of  the  fou 
factories  are  ancient,  and  two  are  notorious  for  labo 
problems;  and  the  1,400  AMC  dealers,  while  strong  oi 
Jeeps,  are  so  weak  selling  ordinary  cars  that  they  an 
almost  out  of  the  car  market. 

Says  Iacocca:  "I  weed  them  out,  add  some  of  my  guys 
get  in  the  right  product  and  marketing,  and  make  them  . 
third  franchise.  Our  aim  is  to  get  to  15%  [of  the  ca 
business],  and  it  won't  be  easy,  and  with  Jeep  we  could  g( 
to  20%  to  22%,  even  25%  of  trucks."  Drop  back  and  throv 
it  60  yards  into  the  end  zone  and  pray.  It's  a  gamble 
because  if  Chrysler  can't  win  more  business,  it  has  toe 
much  capacity.  Says  Iacocca:  "The  cost  of  overcapacity  i  , 
real,  but  the  price  of  avoiding  it  is  no  flexibility." 

Nobody  said  it  would  be  easy. 


ii  6%  in  1986,  thus  reaping  rewards  for  its  early  and  bold 

ire  to  manufacture  here.  Sales  are  falling  at  other  Japanese 
ipanies  and  at  European  firms,  too,  even  at  Mercedes- 

■  z,  Porsche,  BMW  and  Volvo.  Some  folks  blame  the  stock 
ket  crash  for  weak  sales  among  these  luxury  nameplates, 
higher  prices  caused  by  the  weak  dollar  are  probably  the 

s  villain.  This  gives  the  U.S.  big  three  a  chance  to  recapture 
e  of  the  luxury  market.  Whatever  happens,  it  is  going  to 
>ne  slam-bang  competitive  year. 

rhile  imports  from  Japan,  Germany  and  Sweden  are  fall- 
growing  numbers  of  small  cars  are  coming  in  from  low- 


wage  states — Korea,  Brazil,  Taiwan,  Mexico,  Yugoslavia — 
400,000-plus  cars  last  year,  with  maybe  50%  more  coming  in 
this  year.  But  Detroit  has  mixed  feelings  over  Third  World 
cars:  It  objects  to  such  one-sided  trade,  yet  the  big  three 
import  some  of  these  cars  themselves. 

Auto  parts  makers  should  have  more  long-range  potential, 
because  a  recession  won't  keep  people  from  fixing  old  cars. 
But  competition,  with  more  retailers  entering  the  game,  with 
more  parts  coming  from  Taiwan  and  other  cheap-labor  na- 
tions, may  hold  down  profits.  That's  also  true  in  the  OE 
business,  original  equipment  parts  sold  to  the  car  manufac- 
turers. The  potential  is  there:  Detroit  wants  to  push  out  in- 
house  business  because  its  own  labor  costs  are  much  higher 
than  the  outsiders'.  But  the  competition  is  growing:  Japanese 
partsmakers  are  marching  into  the  U.S.  to  supply  the  assem- 
bly plants  of  their  compatriots  and  then  looking  for  work 
from  the  big  three.  ■ 
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Wre  building  a  bi2  b 


High-speed  digital  networks 
are  the  best  way  for  business  to 
send  and  receive  data.  But  small 
businesses  had  a  problem.  They 
typically  didn't  send  enough  data 
to  make  digital  network  services 
economical. 

Until  now.  Because  our 
subsidiary,  Southwestern  Bell 
Telephone,  has  introduced  a  way 
to  make  digital  communications 
practical  for  companies  of  all  sizes. 

It's  called  MicroLink'II  net- 
work service.  And  with  it,  our 
customers  can  send  small  amounts 
of  data  on  lines  shared  with  other 
customers. 

It's  ultra-efficient,  economical 
and  error-free.  Perfect  for  applica- 
tions like  ticket  sales,  credit-card 
verifications,  reservations  and  auto- 
mated tellers.  Or  almost  anywhere 
data  needs  to  move  quickly  and 
reliably. 

MicroLink  II  is  another  exam- 
ple of  how  we're  putting  advanced 
network  technology'  to  work.  And 
over  the  next  three  years  we  expect 
this  service  to  generate  more  than 
$17  million  in  new  revenues. 

How  do  you  turn  small  busi- 
ness into  smart  business?  All  it  takes 
is  a  big  idea. 

Making  the  most  of  what 
we  know  best. 


Southwestern  Bell 
Corporation 


ess  out  of  smaller  ones. 


BANKS 
AND  THRIFTS 


In  1988  look  for  a  continuation  of  massive 
loan  uriteoffs  and  merger  activity. 


5-year  average 


By  Tatiana  Pouschine 


Return  on  shareholder  eouity  for  the  banking  indus- 
try as  a  whole  was  a  dismal  9.8%,  less  than  two-thirds 
of  the  1986  level.  Huge  additions  to  reserves  were  to 
blame.  The  additional  loan-loss  reserves  were  triggered  by 
Citicorp's  much-publicized  move  in  May  to  add  S3  billion  to 
loan-loss  reserves  against  doubtful  credits  to  Latin  America 
and  elsewhere 


Other  money  center  banks,  and  even  many  regiona 
followed  suit,  adding  another  $14  billion  to  reserves  i 
forcing  a  group  of  51  banks  $11  billion  in  the  red  for 
second  quarter.  Eight  of  the  U.S.'  1 1  multinational  banks 
our  list  reported  losses  for  the  year. 

In  spite  of  the  magnitude  of  these  reserves,  most  banks ; 
still  carrying  many  foreign  loans  at  more  than  their  marl 
value.  Not  surprisingly,  money  center  bank  stock  prices  f 
30%  on  average  in  1987 — worse  than  the  market. 
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Plastic  man 


While  most  money  center  banks  were  busy  turning 
themselves  into  investment  banks,  First  Chicago 
3orp.  Chairman  Barry  Sullivan  energetically  pursued  a 
lifferent  business:  credit  card  lending.  What's  unusual  is 
:hat  he  has  generated  handsome  profits  in  that  business 
without  enduring  the  high  loan  losses  that  typically  ac- 
;ompany  fast  growth. 

In  1986  First  Chicago's  consumer  business  generated 
wily  29%  of  revenues  but  over  one-third  of  it  profits.  Most 
)f  thpse  earnings  came  from  credit  card  activities,  and  in 
[987  Sullivan  moved  to  raise  the  percentage  even  higher 
)y  acquiring  Beneficial  National  Bank's  $1.1  billion  in 
issets.  That  purchase  made  First  Chicago  the  third-largest 
ssuer  of  bank  credit  cards  in  the  U.S. 

Sullivan  has  learned  to  limit  two  key  costs  of  credit  card 
oans:  operating  expenses  and  loan  losses.  First  Chicago 
anks  in  the  top  10%  in  operating  efficiency  out  of  a  group 
)f  4,000  issuers,  largely  because  its  size  and  highly  auto- 
nated  back  office  give  the  bank  economies  of  scale  that 
ew  rivals  enjoy. 

Sullivan  has  also  succeeded  in  holding  down  loan  losses 
>n  the  bank's  credit  card  activities.  First  Chicago  carefully 
creens  applicant  credit  histories  by  asking  applicants 
nany  questions,  and  then  using  a  proprietary  computer 
nodel  to  weigh  the  critical  variables  (the  bank  makes  its 
iwn  checks  of  credit  history).  The  bank's  loan  losses 
urrently  are  running  around  3.5%  of  loans  outstanding 
not  including  the  acquisition),  little  more  than  half  the 
oss  rate  of  industry  leader  Citibank  (South  Dakota)  ac- 
ording  to  Veribanc,  a  bank  rating  agency. 

At  a  time  when  investment  banking  profits  look  uncer- 
ain,  First  Chicago's  consumer  strategy  looks  good.  Esti- 
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Barry  Sullivan  of  First  Chicago  Corp. 

mates  for  1988  earnings  range  from  $5.50  a  share  to  $7.50, 
an  increase  of  at  least  17%  over  1986  results  (1987  losses 
were  so  unusual  that  it  is  meaningless  to  make  compari- 
sons to  that  year).  Most  of  the  other  money  center  banks, 
in  contrast,  are  expected  to  have  only  slightly  higher 
earnings  in  1988. 
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The  regional  banks  fared  better,  both  in  earnings  and  in  the 
stock  market.  They  had  lower  exposure  in  troubled  Latin 
American  countries,  therefore  reporting  better  earnings. 
Their  stock  prices  also  benefited  from  the  possibility  that 
regional  banks  may  be  taken  over — at  above  market  prices — 
by  bigger  banks.  Such  takeovers  are  not  inconceivable.  All 
but  four  states  currently  allow  some  form  of  interstate  bank- 
ing, and  to  capitalize  on  the  opportunity,  regional  banks 
continue  to  consolidate  into  larger  "super-regionals." 

Consolidation  by  merger  and  acquisition  indeed  did  take 
place  on  a  big  scale  last  year.  Security  Pacific,  the  second- 


largest  bank  in  California,  merged  with  Rainier  Bancorp  ir 
$1.1  billion  deal.  Newark,  N.J. -based  First  Fidelity  Banco 
agreed  to  merge  with  Rosemont,  Pa. -based  Fidelcor,  Inc.,  th 
creating  a  new  $27  billion  (assets)  bank  that  has  more  th; 
500  offices  in  New  Jersey  and  Pennsylvania. 

Two  Dallas  competitors — RepublicBank  and  InterFirst 
merged  in  midyear  to  create  First  RepublicBank,  the  large 
bank  holding  company  in  Texas  (assets,  $34  billion);  scarce 
was  the  merger  consummated  when  the  new  bank  beg; 
reporting  horrendous  losses,  putting  its  survival  as  an  inc1 
pendent  entity  in  doubt.  Also  in  Texas,  Los  Angeles-basJ 
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-7.7 

NM 

First  Wisconsin 

•/• 

13 

12.4 

def 

23.9 

def 

15 

2.6 

4.6 

13 

7.7 

P-D 

high 

Comenca 

•/• 

14 

11.4 

12.2 

32.1 

7.2 

10 

8.0 

-3.9 

11 

9.0 

23.7 

very  hi| 

AmenTrust 

•/• 

15 

10.7 

3.5 

26.4 

0.6 

12 

5.2 

16.3 

12 

7.7 

-68.0 

high 

Norwest 

•/• 

16 

9  1 

def 

181.7 

def 

11 

5.6 

-i.i 

18 

-2.6 

P-D 

very  lo 

_ 

Northern  Trust 

•/• 

17 

8.6 

def 

36.7 

def 

18 

-2.3 

3.6 

15 

3.7 

P-D 

very  lo 

Centerre  Bancorp 

•/• 

18 

8.4 

5.3 

32.4 

3.6 

19 

-4.5 

-2.5 

17 

-0.8 

-40.5 

very  lo 

Michigan  National 

•/• 

19 

5.5 

14  3 

10.2 

7.8 

16 

2.1 

4.2 

NM 

28.2 

NM 

Medians 

12.9 

11.7 

27.8 

7.8 

8.0 

3.6 

9.3 

-12.8 

Southeast 

First  Union 

•/• 

1 

22.7% 

18.4% 

36.9% 

10.9% 

5 

17.2% 

46.5% 

2 

25.3% 

8.9% 

very  hii 

First  Wachovia 

•/• 

2 

19  1 

15.8 

22.2 

10.8 

8 

10.6 

-1.0 

3 

18.8 

0.6 

very  hij 

Bamctt  Banks 

•/• 

3 

18.5 

165 

32.1 

8.5 

1 

26.6 

26.7 

4 

17.6 

6.8 

very  hij 

SunTrust  Banks 

•/• 

4 

18.3+ 

17.2 

25.9 

10.4 

2 

23.6 

30.1 

9 

13.1 

6.4 

very  hi] 

Citizens  &  Southern 

•/• 

5 

17.2 

14.8 

38.4 

8.3 

7 

12.8 

14.6 

6 

14.2 

-6.6 

NM    - 

First  Kentucky  Natl 

86/* 

6 

17.2 

12.4 

27..? 

7.7 

9 

10.5 

5.8 

5 

15.0 

-32.9 

NM 

NCNB 

•/• 

7 

17.1 

149 

33.0 

B.4 

4 

19.5 

7.6 

7 

13.5 

-1.0 

very  hu 

Florida  Natl  Banks 

•/• 

8 

16.2 

5.6 

27.3 

3.8 

3 

19.7 

2.4 

1 

27.3 

-50.5 

averagl 

Am  South  Bancorp 

•/• 

9 

15.5 

16.3 

26.7 

11.9 

10 

8.6 

15.3 

10 

12.6 

5.3 

very  hiA 

First  Tennessee  Natl 

•/• 

10 

15.4 

127 

39.9 

7.5 

11 

8.1 

2.6 

8 

13.4 

-12.0 

NM    ■ 

First  American 

•/• 

11 

150 

13.4 

8.9 

9.7 

6 

16.9 

14.2 

11 

11.8 

-5.3 

NM 

Southeast  Banking 

•/• 

12 

13.4 

66 

42.2 

3.0 

12 

6.7 

2.7 

12 

6.6 

-52.3 

averag 

Medians 

17.1 

14.9 

29.7 

8.4 

14.8 

10.9 

13.8 

-3.2 

South  central 

~_ 

Allied  Bancshares 

•/• 

1 

19.2% 

del 

29  5% 

def 

2 

13.4% 

-9.1% 

NM 

P-D 

NM  i 

First  RepublicBank 

•/• 

2 

127 

def 

H6.4 

def 

5 

2.6 

7.9 

1 

-15.3% 

P-D 

averag 

MCorp 

•/• 

3 

11.5 

def 

62.2 

def 

1 

22.3 

-17.7 

NM 

D-D 

NM 

Premier  Bancorp 

•/• 

4 

10.8 

def 

27.1 

def 

3 

12.7 

-3.9 

NM 

D-D 

NM- 

Texas  American  Bcsh 

•/• 

5 

3.5 

def 

48.3 

def 

4 

5.7 

-16.0 

NM 

D-D 

NM  Y 

First  City  Bancorp 

•/• 

6 

def 

def 

90.1 

def 

6 

-0.9 

-24.6 

NM 

D-D 

NM 

Medians 

11.1 

def 

55.3 

def 

9.2 

-12.6 

NM 

NM 

•  90*  or  more     Dl) 

neni  deficit,  tool  d<. 

BcJi     DP:  Segment 

deficit,  total  profit 

PD:  Segn 

em  profit 

i  't.il  deficit     D-D:  1 

viiui  to  deficit     ni'  Deficit 

1 1)  Profit  id  deficii     del 

Defidi     NA  Not  .in 

ailable 

\i    Negative  equity 

\M   No 

meaningfi 

year  average      JFol 

r-year 

growth     tfThnee-yean 

average 

. 

tfThree  yeai  growtl 

further  explanation 
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65, 

, 

M 


FORBES,  IANUARY  11,  1981 


:irst  Interstate  Bancorp  was  preparing  to  take  over  $10  billion 
assets)  Allied  Bancshares.  Also  on  the  merger  front,  there  was 
.  sharp  break  with  banking  tradition  and  manners.  The  Bank 
if  New  York  launched  an  unfriendly  takeover  assault  on 
rving  Bank;  at  year's  end  the  struggle  continued.  Whatever 
me  says  about  banking,  at  least  it  is  no  longer  a  sleepy,  dull 
lusiness. 

No  sector  of  the  industry  is  in  deeper  trouble  than  the 
lation's  thrifts,  some  20%  of  which  are  either  gravely  imper- 
led  or  effectively  bankrupt  and  being  operated  under  federal 
uspices.  A  handful  of  thrifts  did  well,  but  many  more, 


including  Meritor  Financial,  Gibraltar  Financial  and  Florida 
Federal,  reported  stunning  losses. 

Over  the  next  few  years,  an  estimated  $23  billion  to  $45 
billion  will  be  needed  to  bolster  the  failing  thrifts,  of 
which  approximately  460  are  already  technically  insolvent. 
In  August  1987  Congress  enacted  what  amounts  to  a  $10.8 
billion  three-year  recapitalization  program  for  the  Federal 
Savings  &  Loan  Insurance  Corp.  Most  of  the  money  will 
come  from  a  special  FSLIC  levy  on  insured  deposits  at 
member  firms.  In  short,  the  healthy  firms  are  paying  for 
the  sick.  ■ 


Yardsticks  of 

mance 

Profitability 

Growth 

management  perfor 

Return 

on  equity 

Sales 

Earnings  per  share 

%in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%of 

profit 

5-year 

12 

5-year      12 

earnings 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average    months 

stability 

Western 

Security  Pacific 

•/• 

1 

16.3% 

5.1% 

166.5% 

2.2% 

2 

7.5% 

24.4% 

2 

10.4%    -63.5% 

NM 

Wells  Fargo 

•/• 

2 

14.3 

def 

179.1 

0.4 

8 

3.2 

21.3 

1 

13.3         P-D 

NM 

Valley  National 

•/• 

3 

13.4 

1.2 

43.6 

0.4 

1 

7.6 

1.9 

3 

7.4       -88.4 

average 

First  Interstate  Bncp 

•/• 

4 

13.0 

def 

120.7 

def 

5 

4.3 

-4.1 

5 

5.4         P-D 

NM 

US  Bancorp 

•/• 

5 

12.5 

13.4 

67.5 

10.0 

3 

5.2 

4.0 

6 

4.8          12.4 

average 

United  Banks  of  Colo 

•/• 

6 

11.0 

def 

13.2 

def 

4 

4.4 

8.0 

7 

-1.4          P-D 

very  low 

California  First  Bk 

•/• 

7 

8.2 

11.6 

15.3 

6.4 

7 

3.4 

1.2 

4 

7.1          20.2 

very  low 

First  Security 

•/• 

8 

7.7 

3.4 

47.7 

2.3 

6 

3.9 

-10.7 

8 

-32.2       -42.4 

NM 

Medians 

12.8 

2.3 

57.6 

1.3 

4.4 

3.0 

6.3       -75.9 

Thrift  institutions 

CenTrust  Savings  Bank 

•/• 

1 

200  +  %tt     def 

279.7% 

1.6% 

10 

28.8% 

20.7% 

NA         D-D 

NM 

Columbia  S&L  Assoc 

•/• 

2 

60.8 

20.4% 

75.6 

14.5 

1 

98.8 

12.8 

12 

29.2%  t  -13.6% 

high 

Western  S&L 

•/• 

3 

45.1 

24.4 

93.3 

4.2 

18 

20.8 

8.2 

7 

43.1+4   -51.5 

average 

American  Continental 

62/71 

4 

37.7 

21.4 

500.0  + 

3.0 

14 

27.6 

-10.1 

3 

71.4         -2.5 

high 

Homestead  Financial 

•/• 

5 

35.0 

24.0 

355.5 

5.9 

3 

52.6 

-1.5 

2 

75.5       -22.7 

average 

Golden  West  Finl 

•/• 

6 

32.3 

25.8 

44.5 

13.0 

25 

17.6 

-5.8 

10 

38.4+4     -8.0 

NM 

First  Federal  Mich 

•/• 

7 

24.4tt 

20.8 

105.3 

6.3 

12 

28.1 

0.1 

6 

48.3+4    -19.6 

high 

Finl  Corp  of  Amer 

•/• 

8 

23.3 

def 

500.0  + 

def 

2 

56.7 

-10.6 

NM          P-D 

NM 

CityFed  Financial 

•/• 

9 

21.2 

def 

105.6 

0.0 

11 

28.3 

4.1 

14 

13.6*        P-D 

very  low 

CalFed 

88/« 

10 

13.5+t 

14.1 

25.3 

7.0 

15 

26.7 

3.8 

1 

106.8*       -5.0 

high 

Gt  Am  First  Savings 

•/• 

11 

13.3++ 

18.1 

89.4 

7.4 

16 

25.7 

21.1 

8 

42.6+4      15.4 

high 

Gibraltar  Financial 

•/• 

12 

13.0 

def 

303.2 

def 

19 

20.7 

3.6 

13 

15.6+4      P-D 

high 

Carteret  Bancorp 

•/• 

13 

12.4++ 

13.2 

135.0 

5.6 

13 

28.0 

2.3 

NA          11.8 

NM 

Home  Federal  S&L 

•/• 

14 

12.3++ 

12.3 

19.1 

8.2 

28 

17.1 

4.2 

11 

36.9++     -6.0 

NM 

HF  Ahmanson 

•/• 

15 

12.1 

14.0 

49.6 

8.7 

29 

14.5 

-12.8 

5 

51.4+.+    -25.5 

high 

Gt  Western  Financial 

68/88 

16 

10.6 

16.0 

88.5 

6.5 

8 

28.9 

16.3 

4 

53.8+4   -18.4 

NM 

Entex 

na/na 

17 

10.0 

def 

271.4 

def 

34 

-4.7 

-3.3 

NM         D-D 

NM 

Atlantic  Financial 

•/• 

18 

6.7t+ 

1.9 

168.4 

0.9 

4 

43.8 

19.9 

NA       -77.4 

NM 

Mentor  Financial 

•/• 

19 

3.5tt 

def 

208.8 

def 

20 

20.5 

2.7 

NM         D-D 

NM 

United  Financial 

•/• 

20 

def 

def 

500.0  + 

def 

9 

28.9 

-2.1 

NA         D-D 

NM 

Imperial  Corp  of  Am 

•/• 

21 

def 

24.1 

500.0  + 

5.0 

26 

17.5 

8.7 

NA        186.4 

NM 

Florida  Federal  S&L 

•/• 

22 

def+t 

def 

146.0 

def 

27 

17.4 

-2.7 

NA         D-D 

NM 

AmeriFirst  Federal 

79/89 

NA 

NA 

162.9 

2.7 

31 

7.6 

-22.3 

NA          NA 

NA 

Anchor  Savings  Bank 

•/• 

NA 

NA 

2.4 

6.6 

7 

31.lt 

-5.5 

NA          NA 

NA 

Benj  Franklin  S&L- 

•/• 

NA 

NA 

71.3 

2.7 

32 

5.2$$ 

-5.6 

NA          NA 

NA 

Coast  S&L  Assoc 

•/• 

NA 

13.5 

143.3 

5.4 

21 

19.6 

18.1 

NA         23.7 

NA 

CrossLand  Savings  FSB 
Dime  Savings  Bank 
Empire  of  America 
GlenFed 

•/• 
•/• 

NA 
NA 

7.3 
NA 

36.1 
85.0 

4.9 
8.2 

24 
30 

17.8 
9.4 

16.5 
2.3 

NA           3.9 

NA          NA 

NA 
NA 

•/• 

NA 

def 

96.1 

def 

6 

31.5 

-5.3 

NM          P-D 

NA 

•/• 

NA 

15.4 

46.1 

6.8 

17 

22.7 

11.0 

9 

38.4+4     32.7 

NA 

Goldome 

•/• 

NA 

NA 

0.8 

0.8 

23 

19.0+. 

NA 

NA          NA 

NA 

Standard  Fedl  Bank 

•/• 

NA 

NA 

0.9 

7.1 

5 

39.4 

3.0 

NA          NA 

NA 

Talman  Home  Fedl 

•/• 

NA 

NA 

0.3 

5.1 

33 

4.9 

-8.8 

NA          NA 

NA 

,  TCF  Banking  &  Savings 

•/• 

NA 

2  1 

16.0 

0.8 

22 

19.4 

-7.4 

NA       -65.6 

NA 

Medians 

13.1 

13.2 

94.7 

5.0 

21.8 

2.3 

38.4       -22.7 

Industry  medians 

14.4 

9.8 

43.6 

5.1 

11.4 

4.2 

11.1       -24.6 

All-industry  medians 

12.8 

13.6 

48.6 

4.3 

6.8 

8.3 

5.3          13.9 

•  90%  or  more.     DD:  Segment  deficit,  total  d 

eficit.     DP:  Segment 

deficit,  total  profit. 

PD:  Segn 

lent  profi 

,  total  deficit.     D-D: 

Deficit 

to  deficit.     DP:  Defici 

to  profit. 

P-D:  Profit  to  deficit,     def:  Deficit.     NA:  Not  a 

vailable. 

NE 

ve  equit\ 

NM:  Not  meaningf 

ul.     tFour-year  average.     +.Fo 

jr-year 

growth.     t+Three-yea 

r  average. 

+4Three-year  growth.     For  further  explanatior 

,  see  page  65 
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BEVERAGES 
AND  TOBACCO 


Drink  up  or  light  up,  either  way  these 
are  still  good  businesses  to  be  in. 


5-year  average 


By  Gail  Bronson 


Business  for  tobacco  companies  surged  27.4%  over- 
seas, and  that  more  than  offset  a  2%  decline  in  state- 
side cigarette  consumption — the  sixth  straight  year  of 
decline.  With  the  dollar  weak,  the  trend  toward  an  increasing- 
ly export-oricntcd  industry  should  continue.  Exports  rose 
317%  to  Japan  and  an  astonishing  fortyfold  to  Taiwan  as  both 
countries  rolled  back  excise  levies  on  tobacco  during  the  year. 
"Investors  focus  too  much  on  the  U.S.  market,"  frets  Ham- 
lsh  Maxwell,  chairman  of  Philip  Morris  Cos.,  "when  interna- 
tional sales  are  growing  5%  annually."  The  company  will 
report  25%  earnings  growth,  to  $7.73  a  share.  Cigarette 
exports  account  for  11%  of  pretax  earnings. 
Domestically,  cigarette  companies  made  strides  in  product 


1 


liability  suits.  Three  federal  circuit  courts  have  ruled  tha 
federally  mandated  health  warnings  on  cigarette  packs  effec 
tively  shield  the  tobacco  companies  from  claims  brought  b) 
injured  smokers.  The  state  courts  also  ruled  out  plaintiff  use  o 
the  claim  that  the  risks  of  smoking  outweigh  its  benefits. 

News  of  these  rulings  boosted  tobacco  stocks  by  diminish 
ing,  at  least  for  the  time  being,  the  specter  of  large  damage 
awards.  But  hedging  its  legal  bets,  RJR  Nabisco  next  sprinj 
will  regionally  test  market  a  presumably  medically  safe 
"smokeless"  cigarette  that  heats  rather  than  burns  tobacco. 

For  the  soft  drink  industry,  1987  was  a  year  of  stronj 
volume  sales  as  health-conscious  consumers  continued  t( 
move  away  from  alcoholic  beverages  of  all  kinds.  Historically 
more  of  a  lunch  or  midday  choice,  soft  drinks  now  competi 
with  coffee  and  juice  at  breakfast  and  coffee-break  time. 


Yardsticks  of 
management  performance 


Profitability 


Return  on  equity 


Growth 


Sales 


Earnings  per  share 


Company 


%in 
— segment — 
sales/profits 


rank 


5-year 
average 


latest 

12 

months 


debt  as     net 
%  of         profit 
equity      margin 


rank 


latest 
5-year       12 
average    months 


rank 


latest 
5-year       12 
average    months 


earnings 
stability 


Alcoholic  beverages 

Brown- Forman  69/80 

Anheustr  Busch  Cos  77/» 

un  •/• 

Adolph  Coors  83/« 


20.8% 
20.3 
11.5 
6.8 


16.4% 
22.7 
11.7 
4.9 


32.2%       8.3% 
4S  4  7.4 

27.8  17.3 
0.0  3.6 


16.1%  4.7% 

14.7  9.3 

5.1  18.2 

8.2  1.2 


5.3% 
15.2 
8.9 
2.0 


5.0% 
26.1 
12.8 
-24.4 


average 
very  high 

high 
very  low 


Medians 


15.9 


14.1 


30.0 


7.8 


11.5 


7.0 


7.1 


8.9 


Soft  drinks 

General  Cinema  64/80 

Coca-Cola  69/74 

PepsiCo  \<>  v> 

Coca-Colj  EnterpruM ■  •/• 


36.5% 

24.2 

19.5 

NA 


22.6%  105.6% 

29.9  28.8 

27.1  96.1 

4.5  139.6 


10.8% 
11.6 
5.1 

2.2 


3.5%  4.1% 

8.1  -2.8 

4.6  24.8 

27.2  127.0 


26.8% 
12.9 
14.8 
13.5* 


27.0% 
313 
29.7 
-23.0 


high 

high 

average 

NA 


e 


Medians 


24.2 


24.8       100.8 


8.0 


6.3         14.5 


14.1 


28.3 


•  DD:  Segment  deficit,  tool  deficit     DP:  Segment  deficit,  total  profil     TO:  Segment  profit,  total  deficit     D-D:  Deficit  to  deficit.    D-P:  Deficit  to 

U'Uvtku     NA  Not  available     NE:  Negative  eqult)     NM:  Not  meaningful     t  Four-year  average     (Four-year  growth.    ttThree- 
M-.ii  average    WThree-yeai  growth     Por  further  explanation,  see  page  65 
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Interplak®  attacks 
what  your  toothbrush  leaves  behind. 


[nterplak  from  Dental  Research  Corp.  is  one  of  the  most 
successful  products  ever  introduced  by  The  Sharper  Image, 
his  home  brushing  system  effectively  removes  accumulated 
laque — the  primary  cause  of  dental  problems  for  adults. 

Customers  report  that  Interplak  brightens  their  teeth  and 
nproves  their  check-ups.  Interchangeable  brushes  attach 
asily,  so  everyone  in  the  family  can  brush  with  a  single  Inter- 
lak  instrument. 

"I  am  recommending  Interplak  to  all  my 
patients:' 

—Dr.  L.K.  Yorn,  Cedar  Grove,  NJ 

Manual  toothbrushes  are  limited  to  about  160  strokes  per 
linute.  Other  electric  toothbrushes  speed  this  up,  but  use  the 
ime  inefficient  back  and  forth  motion.  On  every  stroke,  the 
ristles  jam  against  each  other,  preventing  thorough  cleaning. 

Interplak's  breakthrough  is  to  replace  the  up  and  down 
lovement  of  a  brush  with  rotation  of  the  bristles.  Ten  tufts  of 
jper-soft  bristles  rotate  up  to  4,200  times  per  minute,  reversing 
irection  every  one  and  a  naif  turns.  The  tufts  scour  off  plaque 
nd  stains  that  conventional  brushes  "skate "  over. 

Finally,  at  the  precise  moment  of  reversal,  the  tufts  fully 
xtend  for  a  split  second.  This  thrusting  action  pushes  the 
iterplak  bristles  deep  between  the  teeth.  Dislodging  particles 
rdinarv  brushes  can't  reach.  Leaving  your  teeth  cleaner,  and 
reath  fresher. 

"Since  my  patients  have  been  using  Interplak, 
I  have  seen  a  dramatic  improvement  in  the 
health  of  their  teeth  and  gums:' 

— Dr.  S.G.  Newhart,  Beverly  Hills,  CA 

The  plaque  your  toothbrush  leaves  behind  can  lead  to 
arious  tooth  and  gum  disease.  In  fact,  the  American  Academy 
f  Periodontology  says  100  million  Americans  now  have 

periodontal  (gum)  disease  — 
nearly  a  third  in  an  advanced 
stage. 

Studies  at  Lovola  University 
found  Interplak  left  tooth  sur- 
faces 98.2%  plaque-free — twice 
as  effective  as  manual  brushing. 
The  University  of  Missouri  study 
concluded,  "Interplak... is  supe- 
^m  ^  rior  to  the   manual   brush   in 

sub-gingival  [below  gum]  and  in- 
terproximal [between  teeth] 
cleaning'.'  Another  clinical  study 
found  Interplak  was  much  more 
effective  than  manual  brushing 
in  removing  plaque  and  trapped 
food  particles  for  patients  with 
orthodontic  appliances.  And  it 
did  not  damage  delicate  wires  or 
bands. 

Interplak's  cleaning  action  is 
pleasantly  stimulating  to  your 
gums.  Each  tiny  bristle  is  just 
Vioooth  of  an  inch  wide — and  four 
times  softer  than  the  softest 
toothbrush. 

Moisten  bristles  with  warm 

water,  and  use  Interplak  as  you 

ke:  after  a  regular  brushing.  Several  times  a  week.  Once  a 

ay.  Or,  twice  a  day — in  place  of  manual  brushing.  When  the 


bristles  become  worn  (after  six  months  to  two  years),  simply 
snap  on  a  new  head  (order  below). 

Interplak  runs  on  self-contained  batteries,  automatically 
recharged  at  the  base  (plugs  into  wall  outlet).  On/off  switch 
gives  you  three  cleaning  speeds.  10 W  long,  1 V2"  diameter,  8  oz. 
Comes  with  two  interchangeable  heads. 
One -year  warranty. 

"At  last,  my  patients  enjoy  using  a 
product  we  recommend" 

— Dr.J.W.BIackman.lll 
Winston-Salem,  NC 

Dentists  agree  the  best  treatment  for  tooth 
and  gum  problems  is  prevention.  Call  now  and 
let  new  technology  keep  your  smile  bright. 

■  Interplak  with  Two 
Interchangeable  Heads 
#MDR410$99(5.00) 

■  Pair  of  Additional  Heads 
#MDR412$29(2.00) 

*  Dental  Research  Corporation. 
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Conventional  brushes  skate 
broadly  over  tooth  surface. 


c 

V 


' 


Rotating  bristles  remove 
plaque  even  between  teeth, 
and  below  the  gum  line. 


800-344-4444 


intei^lak  is  Acceptable  as  an  effective  cleaning  device  for 

use  as  pan:  of  a  program  tor  good  oral  hygiene  to  supplement      [  w^cwpwv  j 

the  regular  professional  care  required  for  good  oral  health 

Council  on  Dental  Materials.  Instruments  and  Equipment. 
American  Dental  Association 


Sagging  sales  led  a  number  of  companies  to  pull  out  of  wine 
and  spirits.  RJR  Nabisco  sold  its  Heublein  division  to  Grand 
Metropolitan  Pic,  a  British  firm,  and  Quantum  Chemical 
Corp.  (formerly  National  Distillers  &.  Chemical  Corp.)  sold 
its  liquor  division  to  American  Brands. 

Those  companies  preferring  to  stick  it  out  are  more  willing 
than  ever  before  to  spend  what  is  needed  to  promote  alcoholic 


products  central  to  their  business.  Thus,  the  House  of  SJ 
gram  spent  $50  million  on  marketing  Seagram's  cook 
lifting  it  from  fifth  place  to  first  over  rival  Brown-Forma 
California  Cooler.  Brown-Forman  will  spend  $40  million| 
1988  aiming  to  regain  the  top  spot.  All  this  effort  comes 
time  when  the  wine-cooler  market  grew  only  half  as  fastj 
last  year's  and  will  have  even  less  growth  this  year.  ■ 


The  49%  solution 


Rob  Nelson;  Picture  Group  | 


Plenty  of  companies  engage  in  the  nonstop  shuffling  of 
financial  assets  with  no  clear  strategy  in  sight.  But 
under  Roberto  Goizueta,  Atlanta,  Ga. -based  Coca-Cola 
Co.'s  rearrangements  have  a  purpose:  to  disperse  control  of 
operating  divisions  into  the  hands  of  managers  who  under- 
stand the  intricacies  of  the  businesses  involved,  while 
turning  Coca-Cola  itself  into  a  genuine  holding  company 
whose  shareholders  can  reap  the  rewards.  Thus  during 
1987  Goizueta  set  in  motion  a  plan  to  give  Coke  share- 
holders a  windfall  stock  distribution  in  a  new  entertain- 
ment company,  while  continuing  as  owners  of  a  parent 
with  less  debt  on  its  books  and  greater  borrowing  power. 

Here's  the  deal.  On  Dec.  17  Coke  merged  its  Columbia 
Pictures  subsidiary  and  other  entertainment  businesses 
with  its  37%  interest  in  publicly  held  Tri-Star  Pictures,  to 
form  Columbia  Pictures  Entertainment  Inc.  Coke  gets  75 
million  shares  of  newly  issued  Tri-Star  common  in  ex- 
change for  its  entertainment  businesses.  After  redistribut- 
ing 31%  of  the  new  company  stock  to  Coke  shareholders 
as  a  taxable,  one-time  dividend,  Coke  still  retains  a  49% 
interest  in  the  new  concern.  The  entity  will  have  $3 
billion  in  assets  and  be  capitalized  at  about  $1.6  billion. 

In  this  manner,  Coca-Cola  can  now  share  in  Columbia 
Pictures'  profits  without  jeopardizing  its  own  earnings  as 
sole  proprietor  of  a  company  in  the  highly  unpredictable 
entertainment  business.  Columbia  Pictures,  remember, 
recorded  one  of  the  costliest  flops  in  Hollywood  history 
last  year  with  the  movie  Isfitar. 

The  deal  recalls  an  earlier  asset  redeployment  that  Goi- 


zueta put  in  place  at  the  company.  In  1986  Coke  spent  $2.4 
billion  to  acquire  the  bottling  operations  of  JTL  Corp., 
once  the  nation's  largest  Coke  bottler,  and  of  Beatrice  Cos. 
He  then  combined  the  two  operations  and  sold  the  public  a 
51%  stake  in  the  new  company.  In  this  way,  Coke  gained 
greater  influence  over  its  bottling  operations,  which  pro- 
vide the  bulk  of  its  profits  through  syrup  sales.  A  similar 
deal  was  negotiated  for  its  newly  organized  Canadian 
bottling  company,  in  which  the  Atlanta  company  retained 
a  49%  interest. 
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CHEMICALS 


Renewed  glitter  for  a  tarnished  commodity. 


l-vear  average 


Return  on  equity 


By  Roth  Simon 


Iower  oil  prices  and  an  export-boosting  weak  dollar 
-turned  chemical  companies  into  1987  winners.  Years  of 
■  belt-tightening  and  pruning  under  pressure,  which  cut 
>out  3%  from  productive  capacity  since  1983,  also  helped, 
ow,  with  the  industry  operating  at  83%  of  capacity,  the 
.ghest  level  in  eight  years,  chemical  makers  are  once  again 
ljoying  a  seller's  market.  According  to  Drexel  Burnham 
unbert  chemicals  analyst  William  Young,  prices  are  up 
)0ut  4%  over  1986  levels,  and  some  producers  are  talking 
>out  adding  capacity  in  selected  products  for  the  first  time  in 
te  decade.  All  in  all,  1987  was  a  good  year  for  most  compa- 
es  in  this  group.  Industry  profits  should  hit  a  record  $15.9 
llion  for  the  full  year. 

Such  strength  provided  the  basis  for  a  spate  of  initial  public 
ferings.  Resulting  newcomers  to  the  list  include  Aristech 
bemical  Corp.,  Georgia  Gulf  Inc.  and  Himont  Co.,  perhaps 
ie  industry's  most  efficient  producer  of  polypropylene.  "I 
in't  remember  when  we've  had  chemical  companies  offered 
tee  that,"  says  Salomon  Brothers  chemical  analyst  Leslie 
ivitz.  Bucking  the  trend  was  GAF's  Samuel  Heyman,  who 
oposed  a  $2.3  billion  leveraged  buyout  of  his  specialty 
lemicals  company.  That  deal,  like  several  proposed  initial 
lblic  offerings,  was  thrown  into  limbo  by  the  market  crash. 
The  industry's  dealmaker  par  excellence  was  a  former  Con- 


Monsantos  unconventional  marketer 


oving  out  of  commodities  and  into  higher-margin 
i  pharmaceuticals  and  specialties  is  a  common 
theme — indeed,  common  sense — in  the  chemical  in- 
dustry these  days.  Moving  beyond  conventional  mar- 
keting wisdom  is  rarer.  Credit  Dr.  Sheldon  Gilgore  for 
doing  just  that  at  G.D.  Searle  &  Co.,  which  has  lost 
money  since  it  was  acquired  by  Monsanto  in  1985. 

Take  the  company's  introduction  in  1987  of  Calan 
SR,  a  reformulated  version  of  an  off-patent  angina  drug 
that  was  approved  for  treating  hypertension  at  the  end 
of  1986.  Since  it's  no  longer  protected  by  a  patent,  any 
competent  manufacturer  is  now  free  to  make  verapamil 
HC1,  the  generic  name  for  Calan.  But  by  reformulating 

the  drug,  Searle  gained  three  ad- oarysigman 

ditional  years  of  protection.  Gil- 
gore  is  also  distributing  $10  mil- 
lion of  the  drug  through  doctors 
to  indigent  patients  free  of 
charge.  "Here  was  a  golden  op- 
portunity to  demonstrate  social 
responsibility,"  says  Gilgore, 
who  joined  Searle  in  1986  after 
23  years  at  Pfizer  Pharmaceuti- 
cals. And  a  golden  opportunity 
to  generate  good  publicity  for 
Searle,  which  hadn't  introduced 
a  new  product  since  1984. 

The  result?  Calan 's  share  of 
the  market  for  calcium  channel  blockers  has  jumpec 
from  10%  to  24%  since  the  program  began.  "It's  a  big 
winner,"  says  Salomon  Brothers  chemical  analyst  Les- 
lie Ravitz,  who  expects  sales  of  $200  milhon  this  year, 
up  from  $125  million  in  1987  and  $65  million  in  1986. 

That  has  helped  slow  the  losses  at  Searle,  which  lost 
about  $90  million  on  sales  of  $825  million  in  1987, 
largely  because  of  heavy  research  spending.  "We'll 
make  money  in  1989,"  says  Gilgore,  who  promises  at 
least  one  new  product  a  year.  Gilgore's  latest  marketing 
effort?  "Patient  promise,"  a  controversial  program  that 
provides  100%  refunds  if  a  Searle  product  doesn't  work 
or  has  unacceptable  side  effects. 


fardsticks  of 
management  performance 


Profitability 


Return  on  equity 


Growth 


Sales 


Earnings  per  share 


-ompany 


%in 
— segment — 
sales/profits 


rank 


5-year 
average 


latest 

12 

months 


debt  as    net 
%  of        profit 
equity     margin 


rank 


latest 
5-year      12 
average    months 


rank 


latest 
5-year      12 
average    months 


earnings 

stability 


Diversified 

iohm  &  Haas 

Jorden 

?MC 

Jnivar 

-lercules 


•/• 
33/35 
46/72 

•/• 
46/41 


15.5% 

14.4 

14.1 

12.6 

12.0 


18.8% 
17.7 

NE 

7.3 
46.4 


24.0% 

68.0 

NE 

117.5 

27.4 


8.8% 
4.2 
7.7 
0.7 
31.1 


5 
4 

13 
2 

12 


2.6% 

3.2 
-2.3 

7.0 
-0.2 


3.4% 
24.0 
-0.6 
85.3 

1.3 


14.0% 

10.1 

12.5 
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oco  vice  president  named  Gordon  Cain  (Forbes,  July  13, 
1987),  who  used  leveraged  buyouts  to  snatch  up  out-of -favor 
petrochemical  and  plastics  plants  at  bargain  prices.  The  re- 
sults include  privately  held  Cain  Chemical,  with  an  estimat- 
ed $1  billion  in  sales,  and  $413  million  (sales)  Sterling  Chemi- 
cals. Says  Myron  Foveaux,  an  economist  at  the  Chemical 
Manufacturers  Association,  "Everyone  looks  at  him  and  says, 
'My  goodness,  he's  hit  the  jackpot.'  " 

Among  the  more  established  companies,  one  of  the  year's 
biggest  winners  was  Dow  Chemical,  thanks  to  the  profitabili- 
ty of  petrochemicals  and  a  restructuring  program  begun  eight 
years  ago.  Restructuring  also  paid  off  for  agriculture-depen- 
dent International  Minerals  &  Chemical,  which  rebounded 


from  an  $80  million  loss  in  the  fiscal  year  ended  June  30,  19£ 
to  post  a  $15  million  gain  in  fiscal  1987.  The  year's  handful  | 
losers  included  Henley  Group,  Inspiration  Resources  and 
Industries. 

Expect  the  industry's  good  performance  to  continue 
1988,  though  perhaps  not  at  1987's  strong  rate.  Also  expe{ 
more  acquisitions  by  Japanese  and  European  companies 
which  are  likely  to  do  some  bargain  hunting  in  the  wake 
the  stock  market  crash.  "It's  inconceivable  that  they  are  mi 
looking  at  this  opportunity  right  now,"  says  Enrique  Fall! 
chief  financial  officer  of  Dow  Chemical,  whose  stock  is  J 
38%  for  the  year.  "They  can  really  make  some  very  nitj 
acquisitions  in  the  U.S."  ■ 
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COAL 


By  Kerry  Harmon 


'ast  year  U.S.  coax  production  topped  905  million  tons, 
_ a  record.  But  that  very  glut,  coupled  with  weak  demand 
•■from  a  slimmed-down  steel  industry,  kept  prices  soft, 
ving  the  industry  wallowing  in  the  same  slump  it  has  been 
since  1979.  "The  overhang  will  be  with  us  until  1990," 
s  Joel  Price,  an  analyst  at  Donaldson,  Lufkin  &  Jenrette. 
hen  the  demand  for  coal  should  increase  if  oil  prices  firm 
around  $20." 

Jtilities  have  taken  advantage  of  the  situation  by  demand- 
frequent  downward  price  adjustments  and  by  regularly 
egotiating  various  long-term  supply  contracts.  Spot  coal 
ces  for  utilities  averaged  $24  per  ton  in  1987,  or  around 


26%  less  than  typical  established  contract  prices.  If  coal 
companies  don't  talk,  the  utilities  simply  buy  their  way  out 
of  contracts  and  move  into  the  spot  market. 

Meanwhile,  the  industry  continued  to  diversify  in  1987. 
Last  year  seven  of  the  eight  coal  mining  companies  on  our  list 
eked  out  a  profit  in  coal,  but  with  the  exception  of  Westmore- 
land Coal,  most  earnings  came  from  non-coal-related  activi- 
ties. PacifiCorp,  which  owns  90%  of  Nerco,  one  of  the  largest 
U.S.  coal  producers,  profited  from  investments  in  various 
electric  utilities  and  telecommunications  businesses.  Build- 
ing on  that  experience,  the  company  has  now  agreed  to  buy 
Utah  Power  &.  Light  in  a  stock  swap  valued  at  around  $2 
billion. 

Other  companies  are  following  the  same  diversification 
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strategy.  Cyprus  Minerals  is  aggressively  moving  into  gold 
mining  in  order  to  offset  the  loss  of  two  large  coal  supply 
contracts  it  had  with  now-bankrupt  LTV  Corp.  Pittston 
Corp.,  once  a  leading  Appalachian  coal  producer,  now  gets 


nearly  80%  of  its  revenues,  and  virtually  all  its  profits,  fro 
noncoal  activities.  In  1987  the  firm  paid  $100  million 
acquire  WTC  International,  an  air  freight  company. 

Similarly,  in  1987  Nacco  Industries,  the  nation's  eight 
largest  producer,  sold  15%  of  its  remaining  coal  reserves  fo 
net  gain  of  $10  million,  reinvesting  the  proceeds  in  its  facto 
equipment  business.  And  in  March  Eastern  Gas  &.  Fuel  C 
unloaded  its  entire  12.7-million-ton-a-year  coal  business 
Peabody  Coal,  to  concentrate  instead  on  a  moneymaki. 
barge  operation.  ■ 


maverick  miner 


While  his  competitors  are  all  rushing  to  get  out  of  the 
business,  the  man  who  runs  133 -year-old  Westmore- 
land Coal  Co.  (estimated  1987  revenues,  $540  million)  is 
pushing  more  deeply  than  ever  into  the  mining  and  mar- 
keting of  coal.  Edward  B.  Leisenring,  61,  spent  $24  million 
in  1987  to  buy  150  million  tons  of  low-sulfur  steam  coal 
reserves  in  Kentucky  and  another  $50  million  to  modern- 
ize his  mines.  Another  $50  million  is  earmarked  for  new 
equipment  in  1988,  fresh  thinking  indeed  for  an  industry 
that  has  been  downsizing  for  nearly  a  decade. 

Capital  spending  is  not  the  only  area  in  which  original 
thinking  is  taking  Westmoreland  Coal  off  in  a  different 
direction.  While  everyone  else  is  tied  in  knots  over  how  to 
deal  with  belligerent  utilities  demanding  lower  prices, 
Leisenringhas  put  the  problem  behind  him  by  dealing  with  it 


head-on:  He  has  actively  renegotiated  every  long-term 
contract  on  Westmoreland's  books.  Included:  a  660,000-ton- 
a-year  supply  deal  that  Georgia  Power  wanted  out  of  and 
Leisenring  tore  up  for  a  cash  payment  of  $35  million. 

Such  novel  thinking  brings  results.  Tonnage  sold  in 
1987  was  up  4%  over  1986  levels,  worker  productivity  has 
jumped  100%  since  1983,  and  shareholder  return  on  equi- 
ty has  remained  steady  with  the  industry  mean.  Earnings 
for  1987  will  total  around  $1.40  a  share,  and  by  the  early 
1990s  could  easily  exceed  $3. 

Some  people  might  say  Leisenring's  strategy  is  back- 
ward-looking and  unimaginative.  But  consider  this:  Ener- 
gy prices  are  bound  to  rise  eventually,  and  when  they  do, 
one  company  will  stand  apart  as  the  only  pure  play  in  a 
reviving  industry — Westmoreland  Coal. 


This  new  car  will  change 
^    the  way  you  measure 

world-class  luxury. 
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Lincoln 

What  a  luxury  car  should  be. 


The  world's  most  advanced  luxury-car  steering 
system.  The  problem  with  most  power  steering 
systems  is  that  they  don't  compensate  for  a  basic 
trait  of  the  automobile— constantly  changing 
speeds.  An  automobile  carving  through  a  turn  at 
55  mph  ideally  doesn't 
need  as  much  power  assist 
as  one  turning  at  35  mph. 
Or  at  10  mph.  Continental's 
speed-sensitive  variable- 
assist  steering  solves  the 
problem  by  constantly  monitoring  vehicle  speed, 
then  adjusting  power  assist  to  match  the  driver's 
needs.  Maximum  assist  at  slow  speeds  for  easy 
maneuvering,  minimum  assist  at  higher  speeds 


for  proper  road  "feel"  and  precise  cornering  ab 
and  graduated  levels  in  between. 
The  world's  most  advanced  luxury-car  suspen 
system.  It's  a  dual-damping  electronically  con 
trolled  air  suspension.  And  it  can  actually  mod 
Continental's  over-the-road  behavior  to  let  it  e> 
in  both 
ride  and 
handling. 
Sophisti- 
cated 

sensors  monitor  lateral  acceleration  forces,  th< 
severity  of  road  conditions,  even  the  rate  of  ac 
eration  or  deceleration.  When  input  from  eithe 
the  road  or  the  driver  calls  for  a  stiffer  suspensij 
Continental  answers  the  call  with  a  nine-fold 
increase  in  shock  damping.  Continental's  perse 
ality  changes  from  smooth-riding  luxury  car  to) 
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ODUCING  THE 


kcfefslvsii 


in  miles,  instea 


)nsive  sports  sedan  (or  back  again)  in  fractions 
second. 

world's  most  advanced  braking  system.  Conti- 
al  was  engineered  on  the  belief  that  how 
<ly  and  confidently  you  reach  zero  is  every  bit 
iportant  as  how  quickly  you  reach  60.  That's 
Continental  is  equipped  with  a  four-wheel- 
Anti-lock  Brake  System  (ABS).  A  locked 
i\  is  less  effective  in  stopping  an  automobile 
/irtually  useless  in  steering  one.  Continen- 
ts modulates  brake-line 
sure  to  keep  each  wheel  at 
hreshold  of  lock-up.  In 
g  so,  ABS  helps  Continen- 
driver  maintain  steering 
rol  while  simultaneously 
iding  up  to  40%  shorter  stopping  distances 
;r  almost  all  road  conditions. 


The  world's  most  advanced  luxury  car.  That  state- 
ment may  raise  a  few  eyebrows.  But  the  creators 
of  this  new  front-wheel-drive  Continental  feel  the 
assertion  is  justified.  For  Continental  truly  is  a 
bold  new  approach.  All  the  comfort  traditionally 
associated  with  Lincoln  matched  to  a  road  integ- 
rity and  commitment  to  quality  (exemplified  by  a 
6-year/60,000-mile  powertrain  warranty*)  that 
earn  it  a  position  in  the  front  ranks  of  the  world's 
most  respected  motorcars.  Understandably,  you 
still  might  not  be  totally  convinced.  If  that's  the 
case,  a  comprehensive  Continental  Portfolio  is 
available  free  by  calling  1-800-251-3673  or 
filling  out  and  mailing  the  attached  card. 

After  that,  you  may  be  moved  to  the  final  proof. 
A  test  drive.  At  your  Lincoln-Mercury  dealer. 

*Certain  restrictions  and  a  deductible  apply.  Ask  to  see  a  copy 
of  this  limited  warranty  at  your  dealer. 


£ 


li 


ill 


if  kilometers. 


Ml 


■ 

-  ( 

The  three  automobiles  pictured  above,  the  Lincoln 
Continental,  Lincoln  Mark  VII  LSC,  and  Lincoln  Town 
Car,  are  not  only  three  superb  lessons  in  how  to  build 
a  luxury  car,  they  are  three  superb  examples  of  an 
age-old  economic  lesson.  Paying  more  for  something 
doesn  t  always  get  you  more. 

Lincoln  believes  building  a  luxury  car  demands  not 
just  a  true  sense  of  luxury,  but  fiscal  sense  as  well 
So  if  you  ve  been  noticing  the  escalating  prices  of 
some  luxury  makes  lately  and  find  yourself  asking, 
"What  price  status7,''  you  can  find  the  remedy  in 
a  simpler  question.  "What  price  Lincoln?" 

Lincoln.  What  a  luxury  car  should  be. 

LINCOLN  MERCURY  DIVISION   Cj5£«»P> 

Buckle  up  — together  we  can  save  lives. 


Lincoln. 
Fiscal  responsibility 
in  an  age  of 
overpriced  status. 
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equivalent  to  $2,000  per  subscriber.  That  amounted  to  the 
high-water  mark  for  the  industry.  "I  think  we're  living  in  a 
fool's  paradise  with  cable  prices,"  noted  a  prescient  Gamer 
Anthony,  the  outgoing  chairman  of  Cox  Enterprises.  By  No- 
vember quoted  prices  were  down  to  around  $1,700  a  subscrib- 
er and  falling  fast.  Another  sign  of  a  slowdown:  the  collapse  of 
Finally,  a  longgOOd-bve  to  high-priced  deals.  the  $2  billion  merger  between  United  Artists  Communica- 

°  tions  and  United  Cable  Television. 

On  Broadcast  Row,  by  contrast,  1987  remained  a  year  of 
belt-tightening  and  uncertainty.  Laurence  Tisch  oversaw  sub- 
stantial cutbacks  at  CBS.  NBC  successfully  weathered  a  17- 
week  strike  by  the  National  Association  of  Broadcast  Em- 

ployees  &  Technicians,  then  eliminated  200  union  posi- 

J5  tions — half  from  the  August  sale  of  NBC  radio  networks  to 

Westwood  One.  Capital  Cities/ABC  Chairman  Thomas  Mur- 
phy continued  cost-cutting  at  ABC,  ultimately  eliminating 
1,400  of  14,000  jobs  and  cutting  back  on  the  money  paid  by 
the  network  to  its  affiliated  stations.  In  the  end,  however,  the 
networks  wound  up  where  they  had  begun,  with  NBC  in  first 
-    .  |      rnh«»iii*rfr  place  in  the  November  Nielsen  sweeps  (a  28%  share),  fol- 

»y  "**  tonDCTluc* lowed  by  CBS  (23% )  and  Cap  Cities/ABC  in  third  (21% ). 

f|HE  feeding  frenzy  in  the  media  business  lasted  longer  Last  year  was  also  the  year  that  foreigners  made  big  moves 
than  anyone  expected,  but  by  1987's  end  it  was  over,  into  U.S.  advertising  and  publishing  businesses.  The  appeal? 
victim  of  overheated  prices  and  the  October  crash.  Pay-  A  weak  dollar,  plus  freedom  from  the  sort  of  regulatory 
g  $2,000  per  cable  subscriber  came  and  went,  as  did  multi-  interference  from  Washington  that  gives  fits  to  broadcasters, 
es  of  50  times  earnings  paid  for  book  publishers.  In  the  spring  communications  biggie  Rupert  Murdoch's  Aus- 

Cablevision  made  a  $294.5  million  bid  for  Adams-Russell      tralian  company,  The  News  Corp.,  Ltd.,  picked  up  Harper  &. 
July  (the  sale  is  expected  by  year-end),  a  price  (with  debt)      Row  for  $65  per  share.  In  July  WPP  Group  Pic,  a  London- 


Overnight  redesigner 


In  an  industry  in  which  diversification  has  long  reigned 
supreme  as  a  business  strategy,  Laurence  Tisch  stood 
out  in  1987  as  its  most  innovative,  dynamic  leader.  While 
his  two  leading  network  rivals  disappeared  into  non-net- 
work parents,  Tisch  aggressively  reshaped  CBS  into  the 
only  pure  play  left  in  the  network  broadcast  industry.  "He 
has  redesigned  CBS  overnight,"  says  Smith  Barney  analyst 
Edward  Atorino.  "With  the  sale  of  the  record  division, 
Tisch  has  undone  two  decades  of  expansion." 

In  the  last  year  Tisch  has  sold  over  $3  billion  worth  of 
businesses:  $2  billion  for  its  records  divi- 
sion to  Sony  (the  sale  should  be  complet- 
ed in  early  1988);  $650  million  for  an 
employee  leveraged  buyout  of  its  maga- 
zine division;  $500  million  for  the  sale  of 
its  textbook  publishing  division;  and 
$125  million  for  its  music  publishing 
division.  Meanwhile,  there  has  been 
cost-cutting  aplenty  as  Tisch  has  pink- 
slipped  some  30%  of  CBS'  corporate 
staff,  along  with  roughly  10%  of  the 
news  division. 

Result?  Earnings  per  share  should  be 
up  30%  from  1986  levels,  to  an  estimat- 
ed $9.80  in  1987.  The  fourth-quarter 
broadcast  division  figures  are  the  bell- 
wether of  Tisch's  stewardship.  After  los- 
ing an  estimated  $20  million  in  fourth- 
quarter  1986,  broadcasting  operations 
are  expected  to  come  close  to  breaking 
even  for  the  same  period  in  1987. 

Tisch  has  built  a  more  efficient  ma- 
chine, but  can  he  provide  quality  pro- 


gramming? CBS  has  not  had  a  major  new  hit  since  Murder, 
She  Wrote  debuted  in  September  1984,  and  this  fall  season 
was  no  exception.  In  November  Tisch  replaced  CBS'  failed 
programming  chief,  Bud  Grant,  with  Kim  LeMasters,  for- 
merly vice  president  of  programs.  Tisch  also  negotiated  a 
first  call  on  any  promising  ideas  to  emerge  from  the  new 
production  company  headed  by  ex-NBC  chairman  Grant 
Tinker.  Under  Tinker,  NBC  brought  out  such  hits  as  Hill 
Street  Blues  and  St.  Elsewhere,  and  Tisch  has  now  arranged 
what  amounts  to  a  risk-free  way  for  CBS  to  tap  that  talent. 


Laurence  Tisch  of  CBS 


Joe  McNally 'Wheeler  Pictures 
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based  marketing  service  concern,  completed  its  purchase  of 
the  JWT  Group,  Inc.  Britain's  Robert  Maxwell  made  a  run 
for  Harcourt  Brace  Jovanovich.  HBJ's  William  Jovanovich 
beat  him  off  with  a  complex  recapitalization  plan  that  put 
$40  a  share  in  cash  (plus  stock  worth  about  $10)  into  the 
pockets  of  happy  HBJ  shareholders.  Unfortunately,  HBJ  was 
left  with  a  negative  net  worth  of  $1  billion,  leaving  the  firm 
extremely  vulnerable  to  any  downturn  in  the  economy. 


There  were  happier  tidings  on  the  newspaper  front.  Afterj 
five-year  struggle,  America's  "McNewspaper,"  Gannett! 
Washington-based  USA  Today,  in  May  finally  turned  its  fir{ 
monthly  profit — $1.1  million.  Meanwhile  in  Los  Angele 
Times  Mirror  continued  selling  off  weak  operations,  inclui| 
ing  most  of  its  ownership  in  its  forest  products  and  newspr 
subsidiary  as  well  as  a  California-based  commercial  printel 
The  divestitures  left  the  company  poised  to  take  advantage  (J 
the  improved  climate  for  advertising.  Total  lineage  was  uj 
5%  over  last  year  (through  September),  with  actual  dollars  ul 
about  10%.  Other  good  news:  Newspapers,  which  don't  ha\| 
many  depreciable  assets,  should  be  prime  beneficiaries  of  tal 
reform.  Instead  of  paying  an  effective  tax  rate  of  50%,  trj 
industry  will  pay  only  40%  in  1987.  ■ 
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Profitability 
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Return  on  equity 

Sales 

Earnings  per  share 

%in 

latest 

debt  as 
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latest 

latest 

— segment — 

5-year 

12 

%of 

profit 

5-year 

12 

5-year 

12 

earning 

Company 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stabilit 

Publishing 

Commerce  Clearing 

57/61 

1 

41.3% 

32.6% 

2.2% 

9.6% 

15 

93% 

12.7% 

14 

12.2% 

03% 

high 

Dun  &  Bradstreet 

65/» 

2 

35.4 

30.8 

0.0 

11.7 

2 

20.9 

5.9 

10 

17.8 

36.7 

average 

Deluxe  Check 

•/• 

3 

32.1 

33.8 

3.0 

15.1 

11 

11.5 

9.7 

8 

19.6 

21.5 

very  hig 

Dow  (ones 

•/• 

4 

31.0 

27.4 

49.8 

16.5 

10 

12.2 

9.8 

9 

18.6 

12.6 

very  hig 

Washington  Post 

75/65 

5 

27.7 

36.2 

58.4 

12.4 

14 

10.2 

9.5 

5 

28.8 

64.4 

very  hig 

Times  Mirror 

78/76 

6 

23.3 

23.8 

58.7 

10.1 

20 

7.6 

4.7 

6 

22.2 

-15.5 

high. 

New  York  Times 

•/• 

7 

22.4 

21.8 

34.9 

9.2 

5 

13.4 

83 

7 

21.3 

18.7 

vervlflB 

McGraw-Hill 

•/• 

8 

21.9 

18.1 

0.6 

9.2 

21 

7.4 

9.8 

18 

9.4 

2.3 

very  hig  » 

Time  Inc 

58/51 

9 

21.7 

16.3 

78.9 

5.1 

7 

12.6 

11.0 

3 

38.4 

-45.9 

NM 

[ostens 

21/NA 

10 

21.7 

31.9 

85.9 

7.5 

12 

11.2 

2.1 

19 

8.5 

29.0 

very  hig! 

Gannett 

80/88 

11 

21.5 

21.0 

80.4 

10.0 

4 

14.9 

14.6 

16 

10.7 

12.3 

very  higl 

Capital  Cities/ ABC 

24/25 

12 

19.8 

12.0 

80.3 

5.8 

1 

38.4 

31.5 

13 

13.5 

55.4 

very  higl 

Macmillan 

75/85 

13 

19.1 

21.5 

113.6 

7.4 

3 

15.7 

18.7 

1 

40.5 

16.9 

very  higl 

Meredith 

73/59 

14 

18.7 

11.2 

5.6 

5.9 

22 

4.6 

8.7 

12 

13.9 

-13.5 

very  higl 

RR  Donnelley  &  Sons 

•/• 

15 

17.8 

25.9 

10.9 

8.8 

6 

12.8 

13.0 

11 

15.0 

69.5 

very  higl 

American  Greetings 

•/• 

16 

17.6 

10.7 

47.3 

49 

8 

12.5 

9.6 

15 

11.8 

-22.2 

average 

Knight-Ridder 

87/a 

17 

16.5 

17.8 

65.8 

7.3 

16 

9.2 

9.7 

17 

10.2 

7.6 

very  higl 

^~ 

Harcourt  Brace 

57/56 

18 

16.0 

def 

NE 

def 

9 

12.4 

26.6 

2 

40.0 

P-D 

high 

Tribune 

62/67 

19 

15.2 

10.9 

41  2 

5.6 

18 

8.5 

6.1 

4 

34.2 

-60.6 

average 

Pittway 

25/40 

20 

13  i 

10.3 

6.1 

4.6 

17 

8.7 

8.3 

21 

-0.9 

-4.6 

very  low 

Standard  Shares 

26/40 

21 

13.2 

17.9 

18.4 

4.2 

19 

8.2 

5.8 

20 

4.4 

58.1 

very  low! 

Media  General 

42/77 

22 

13.2 

def 

61.1 

33 

13 

11.2 

13.3 

22 

-8.0 

P-D 

low    I 

Gulf  &  Western 

25/25 

23 

7.5 

15.4 

65.3 

6.9 

23 

-14.5 

22.8 

NM 

38.2 

NM   f=- 

Medians 

19.8 

18.1 

47.3 

7.4 

11.2 

9.7 

13.9 

12.3 

k 

Broadcasting 

Time  Inc 

42/49 

1 

21.7% 

16.3% 

78.9% 

5.1% 

6 

12.6% 

11.0% 

1 

38.4% 

-45.9% 

NM 

Capital  Cities/ ABC 

76/75 

2 

19.8 

12.0 

80.3 

5.8 

1 

38.4 

31.5 

4 

13.5 

55.4 

very  hig) 

CBS 

59/54 

3 

19.3 

42  4 

K4.4 

9.4 

9 

3.6 

-5.9 

6 

0.8 

105.0 

low    | 

Meredith 

20/41 

4 

18.7 

11.2 

5.6 

5.9 

8 

4.6 

8.7 

3 

13.9 

-13.5 

very  higl 

United  Artists 

34/50 

5 

16.8 

6.8 

500.0  + 

1.3 

5 

16.6 

17.4 

5 

11.1 

-9.5 

very  lo» 

p 

Media  Genoa] 

26/up 

6 

13.2 

def 

61    1 

3.3 

7 

11.2 

13.3 

7 

-8.0 

P-D 

low 

Telecommunications 

•/• 

7 

8.7 

7.6 

489.8 

4.1 

4 

28.4 

127.5 

2 

27.8 

^4.7 

average 

Turner  Broadcasting 

60/20 

NA 

NE 

500.0  + 

del 

2 

38.2 

247 

NM 

D-D 

NA 

Viacom 

•/82 

NA 

NA 

255.0 

def 

3 

28.7 

15.9 

NA 

NA 

NA 

Medians 

18.7 

7.9 

84.4 

4.1 

16.6 

15.9 

12.3 

-24.1 

Media  services 

Dun               eei 

35/10 

1 

.154% 

30.8% 

0.0% 

11.7% 

1 

20.9% 

5.9% 

1 

17.8% 

36.7% 

average 

Ogilvy  Group 

•/• 

2 

20.0 

16.5 

18.4 

4.0 

2 

14.3 

26.5 

3 

12.3 

-5.9 

high 

L^ 

Inteipubiii      <oup 

•/• 

3 

18.9 

18.8 

7.3 

5.1 

3 

11.3 

17.6 

2 

17.6 

11.4 

very  hig) 

¥ 

Omnicom  Croup 

•/• 

4 

7.5tt 

15.0 

26  3 

3.4 

4 

103t4 

5.4 

NM 

500.0  + 

NM 

Medians 

19.5 

17.6 

12.8 

4.6 

12.8 

11.7 

14.9 

24.0 

Industry  mediant 

19.1 

17.8 

49.8 

5.9 

11.5 

9.8 

12.9 

9.5 

All-industry  medians 

12.8 

13.6 
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4.3 

6.8 
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COMPUTERS  AND 
ELECTRONICS 


Turnaround  time  in  a  troubled  industry. 


urn  on  equity 


12.8 


All-industry  medians 


By  Marc  Beauchamp 


fter  a  two-year  slump,  this  industry  bounced  back  in 
1987,  thanks  to  new  products,  a  weaker  dollar  and 
isome  protectionist  assistance  from  Washington, 
arly  in  the  year,  Apple  unveiled  its  new,  high-end  Macin- 
1,  which  for  the  first  time  can  be  connected  to  computers 
le  by  International  Business  Machines.  A  few  weeks  later, 
I  introduced  its  new  personal  computer  family,  the  PS/2. 
It-tolerant  computermaker  Tandem  broadened  its  prod- 
line  and  broke  the  $1  billion  sales  barrier.  Compaq  intro- 


duced its  fastest-yet  desktop  computer,  built  around  Intel's 
latest  microprocessor.  And  Sun  Microsystems  launched  the 
first  in  a  family  of  ultra-high-performance  work  stations. 
New  products  also  helped  Digital  Equipment  Corp.,  whose 
earnings  rose  84%  over  1986  levels  during  the  year. 

This  in  turn  spelled  good  news  for  semiconductor  manufac- 
turers. More  than  30%  of  the  chips  made  by  U.S.  companies 
end  up  in  computers  and  office  equipment.  Intel  posted 
record  sales  in  the  third  quarter  and  likely  earned  $160 
million  this  year  versus  a  $183  million  loss  in  1986.  Chip 
profits  were  up  sharply  at  Motorola,  and  Texas  Instruments' 
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Mnputers 

igate  Technology 

•/• 

1 

61.1% 

44.4% 

85.3% 

13.1% 

2 

106.6% 

78.1% 

8 

22.4% 

121.2% 

low 

q  Microsystems 

•/• 

2 

59.2t 

22.2 

52.9 

6.7 

1 

190.2+.+. 

137.8 

1 

130.4+4 

87.9 

very  high 

lex 

•/• 

3 

33.4 

21.3 

20.2 

8.8 

8 

34.7 

11.9 

5 

40.6 

3.9 

very  high 

ergraph 

•/• 

4 

30.0 

13.0 

1.0 

10.7 

5 

47.5 

-0.1 

3 

52.4 

-8.8 

very  high 

ndy 

30/na 

5 

27.4 

19.5 

14.1 

7.4 

20 

12.2 

13.4 

17 

4.2 

30.9 

very  low 

ay  Research 

•/• 

6 

27.1 

29.6 

22.7 

20.6 

7 

41.4 

21.8 

4 

46.6 

19.0 

high 

vt 

•/• 

7 

23.9 

13.3 

10.5 

8.6 

19 

12.4 

3.3 

14 

8.7 

-23.9 

average 

■pie,  Computer 

•/• 

8 

23.5 

29.8 

0.0 

8.2 

6 

43.7 

39.9 

9 

17.8 

38.1 

average 

'inpaq  Computer 

•/• 

9 

22.0+t 

42.6 

48.8 

10.6 

3 

75.2$+ 

64.6 

2 

124.8+.+ 

120.6 

very  high 

me  Computer 

•/• 

10 

19.3 

12.9 

107.8 

6.2 

12 

19.4 

10.2 

15 

5.7 

12.5 

low 

I  Systems 

•/• 

11 

18.3 

13.4 

109.9 

2.9 

4 

60.6 

25.7 

7 

30.1 

16.5 

very  high 

wlett-Packard 

86/na 

12 

17.4 

14.6 

2.2 

8.0 

14 

15.2 

13.9 

13 

10.2 

23.8 

average 

ynolds  &  Reynold 

s                    50/44 

13 

16.9 

11.8 

44.0 

3.8 

16 

13.8 

39.3 

6 

30.1 

-21.7 

NM 

rlisle  Cos 

37/23 

14 

15.7 

10.3 

185.3 

3.6 

24 

4.9 

14.6 

18 

-7.5 

18.5 

average 

:r 

90/na 

15 

14.8 

16.1 

4.5 

7.3 

23 

7.3 

14.5 

11 

12.7 

21.6 

very  high 

Lmg  Laboratories 

•/• 

16 

14.6 

def 

44.1 

def 

10 

26.1 

9.4 

20 

-23.3 

P-D 

very  low 

ndem  Computers 

•/• 

17 

12.2 

1.1 

10.2 

9 

29.2 

34.9 

12 

12.1 

50.0 

average 

gital  Equipment 

•/• 

18 

11.3 

19.5 

4.3 

12.4 

11 

19.5 

23.4 

16 

5.6 

64.7 

low 

rris  Corp 

31/31 

19 

9.9 

9.3 

14.8 

4.2 

22 

8.9 

-0.5 

19 

-12.2 

36.5 

high 

ndahl 

•/• 

20 

7.3 

22.8 

26.7 

8.8 

13 

17.9 

53.3 

10 

16.0 

438.6 

very  low 
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We've  brought  a  colt 


Interference  filters  from 
Schott  are  composed  of 
thin  layers  of  metal  and 
metallic  compounds  ap- 
plied to  a  glass  plate  Each 
layer  is  thinner  than 
4/100,000  of  an  inch.  The 
structure  of  the  layers 
determines  which  parts 
of  the  optical  spectrum 
will  be  reflected  or  trans- 
mitted 


Ever  wonder  what's  behind  that 
gorgeous  glint  of  variegated 
color  as  butterflies  flutter  here 
and  there?  There  are  hundreds 
of  thousands  of  species  and 
almost  no  two  are  alike. 

The     tiny     scales     on 

butterfly  wings  are  responsible 
for  the  magnificent  blaze  of 
colors.  Some  scales  are 
pigmented.  Others  are  color- 
less. On  these  scales,  which 
consist  of  thin,  superimposed 
layers,    structural    colors    are 


generated.    That's    the    sec 
behind  the  colorful  sheen 
butterfly  wings. 

As      light     strikes     1 

colorless  scales,  different  lay* 
separate  or  disperse  t 
chromatic  spectrum 
interference.  Depending  on  t 
light's  angle  of  inciden< 
certain  colors  are  transmitt 
while  others  are  reflect* 
Interference  filters  are  based 
the  same  principle.  They  a 
composed   of   up   to   30   th 


[ 


r,ret  to  the  surface. 


Take  a  closer  look  at  the  irides- 
cent scales  on  the  wings  of  a 
butterfly.  You'll  discover  that  they 
are  made  up  of  superimposed 
layers.  The  vibrant  play  of  colors 
results  from  the  phenomenon 
known  as  interference. 


o 
o 


o 
CO 


© 


colorless  layers  on  a  glass  plate 
created  by  a  dipping  process  or 
by  vapor  deposition  under  high 
vacuum. 

The      type,      thickness, 

number  and  sequence  of  the 
layers  determine  the  filters' 
spectral  properties  -  the  par- 
ticular colors  that  are  trans- 
mitted or  reflected. 

Therefore,  we  can  achieve 

almost  any  filter  effect.  To  see  how 
beautiful  we  can  make  it  -  just 
take  a  look  at  any  butterfly. 


Interference  filters  from 

Schott  Glass  Technologies  are 
used  in  blood  analyzers  and  in 
many  other  technical  instru- 
ments. They  are  just  one 
example  of  Schott's  R&D 
achievements.  Today's  advanced 
technologies  depend  on  special 
glass  from  Schott. 

Meet  Schott  worldwide: 

50,000  products,  40  production 
facilities,  represented  in  over 
100  countries,  with  $  1  billion  in 
sales. 


Schott  in  the  USA:  8  com- 
panies employing  more  than 
1,200  people. 

Want  to  know  more  about 

our  special  glass?  Write  to: 
Schott  Corporation,  Department 
F5,  3  Odell  Plaza,  Yonkers, 
NY  10701. 

O  SCHOTT 

Nobody  knows  more  about  glass. 


COMPUTERS  AND 
ELECTRONICS 


returned  to  the  black. 

Many  chipmakers  benefited  from  Reagan  Administration 
sanctions  on  Japanese  electronics  companies  for  dumping 
chips,  as  well  as  for  limiting  access  to  the  huge  Japanese  chip 
market.  The  sanctions  forced  Japan's  Ministry  of  Internation- 


al Trade  &.  Industry  to  order  production  cuts.  As  gray  marl| 
dried  up  and  the  yen  strengthened,  chip  prices  rose  and  pij 
margins  widened  for  U.S.  firms. 

But  U.S.  chipmakers  themselves  deserve  credit  as 
During  the  slump  of  the  last  two  years  they  cut  wori 


Plowing  ahead  anyway 


fobnAkers  <>/ '  IHM 


IBM  innovative?  You'd  hardly  knov 
it  from  the  lousy  press  it  had  ul 
1987:  Yet  more  stories  on  the  supl 
posed  death  of  the  mainframe,  hov 
Digital  Equipment  is  eating  IBM' 
lunch  and  how  the  clones  have  taker 
over  the  personal  computer  business 

Yet  for  all  the  bad  press,  IBM  stand: 
apart  as  the  most  innovative  company 
in  the  industry — if  for  no  other  reasor 
than  its  new  line  of  personal  comput 
ers,  the  PS/2.  While  the  rest  of  the 
world  seemed  obsessed  with  IBM'.1 
woes  of  slumping  profits  (off  nearl)  < 
20%  since  1984)  and  high  overhead 
Chief  Executive  John  Akers  pushec 
ahead  with  the  PS/2  anyway. 

Though  late  in  getting  into  persona 
computers,  IBM  quickly  set  the  stan 
dard.  Now  IBM  is  not  only  the  sun  in 
the  personal  computer  solar  system 
but,  with  the  advent  of  the  PS/2, 
will  begin  to  "alter  the  way  individ 
uals,  work  groups  and  departments  dc  ; 
business  for  the  next  10  to  15  years,' 
predicts  Norman  DeWitt,  Dataquest's 
personal  computer  expert. 

The  PS/2's  improvements  go  be- 
yond such  cosmetics  as  graphics  and 
convenient  windows.  With  the  PS/2, 
users  soon  will  be  able  to  run  more 
than  one  program  simultaneously  as 
well  as  easily  share  data  with  other 
PCs,  minicomputers  and  mainframes. 
The  PS/2's  new  operating  system, 
jointly  developed  with  Microsoft,  will 
vastly  expand  the  amount  of  memory 
available  to  software  developers, 
opening  the  way  to  a  huge  new  world 
of  PC  programs  for  the  1990s. 

From  its  introduction  in  April 
through  October,  IBM  shipped  1  mil-  I 
lion  PS/2s.  (The  original  IBM  PC  took 
28  months  to  reach  that  milestone. f 
For  now  the  cheaper  machines  are 
selling  best.  But  longer  term,  with  an 
enhanced  operating  system  and  new 
software,  the  PS/2  should  help  IBM 
win  back  market  share  from  the 
clones  and  boost  earnings. 
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'erhead  and  capacity  so  as  to  make  the  most  of  the  upturn 

lien  it  came. 
Meanwhile,  the  industry  began  its  long-expected  consoli- 

ition.  Bigger  firms,  some  analysts  argue,  are  better  suited  to 

ke  on  the  Japanese.  Thus,  in  August,  Advanced  Micro 
.evices  and  Monolithic  Memories  merged.  Then,  in  October, 

ational  Semiconductor  paid  $122  million  in  stock  and  war- 

nts  for  Silicon  Valley  pioneer  Fairchild  after  Washington 
.ocked  a  reported  $225  million  bid  by  Japan's  Fujitsu  on 

itional  security  grounds. 

Unfortunately,  the  turnaround  largely  eluded  the  compa- 


nies that  make  the  equipment  that  semiconductor  firms  use 
in  their  manufacturing  processes.  Growth  in  the  equipment 
market  is  likely  to  wind  up  no  more  than  about  5%  in  dollar 
terms  for  1987  as  a  whole,  largely  because  many  chipmakers 
are  discovering  that  they  can  make  do  with  existing  capacity. 
What's  next?  The  October  stock  market  crash  bloodied  this 
volatile  stock  group  more  than  most,  and  slower  economic 
growth  or  even  a  recession  has  become  a  possibility.  But  after 
two  years  of  cost-cutting  and  restructuring,  computer  makers 
and  chip  makers  are  in  a  much  better  position  to  cope  with 
whatever  happens.  ■ 
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Jnisys 

•/• 

21 

6.5% 

def 

46.0% 

1.8% 

15 

14.6% 

43.5% 

NM 

P-D 

NM 

Data  General 

•/• 

22 

5.9 

def 

12.6 

def 

17 

13.2 

0.5 

21            -24.6% 

P-D 

very  low 

Zomputervision 

•/• 

23 

4.8 

8.1%     72.0 

2.7 

18 

12.9 

14.7 

NM 

DP 

NM 

Zenith  Electronics 

36/na 

24 

4.3 

def 

67.9 

def 

21 

9.0 

27.8 

NM 

D-D 

NM 

General  Instrument 

20/  6 

25 

def 

def 

42.3 

def 

26 

-4.2 

27.3 

NM 

D-D 

NM 

jOuld 

53/17 

26 

def 

2.7 

55.1 

1.7 

29 

-10.7 

-11.4 

NM 

DP 

NM 

Datapoint 

•/• 

27 

def 

def 

55.0 

def 

27 

-A.9 

-4.0 

NM 

D-D 

NM 

Control  Data 

•/• 

28 

def 

def 

46.1 

def 

25 

2.2 

-2.4 

NM 

D-D 

NM 

itorage  Technology 

•/• 

29 

deft 

NE 

129.9 

2.4 

28 

-8.0 

6.7 

NM 

-68.2% 

NM 

Medians 

14.8 

13.0 

44.0 

6.2 

14.6 

14.6 

5.7 

18.5 

Electronic  equipment 

EG&G 

•/• 

1 

28.0% 

22.0% 

7.6% 

4.4% 

2 

11.2% 

4.6% 

5              8.8% 

3.8% 

average 

iequa 

47/47 

2 

21.0 

38.3 

37.4 

18.4 

14 

-3.9 

91.7 

1            40.0 

500.0  + 

average 

Itney  Bowes 

•/• 

3 

19.3 

34.5 

16.5 

8.5 

6 

7.3 

11.9 

2            19.3 

93.7 

very  high 

\MP 

•/• 

4 

18.8 

19.9 

5.3 

10.3 

3 

9.7 

18.9 

7              2.6 

62.0 

very  low 

Jaimco 

25/11 

5 

15.6 

14.5 

42.0 

4.5 

1 

25.5 

7.8 

3            17.8 

30.7 

high 

'erkin-Elmer 

45/dp 

6 

12.5 

def 

6.8 

def 

9 

4.6 

1.6 

8              1.1 

P-D 

very  low 

rektronix 

•/• 

7 

11.1 

4.5 

20.3 

2.8 

8 

5.5 

2.6 

10            -8.1 

-21.9 

very  low 

ryier 

40/10 

8 

10.7 

6.7 

122.4 

1.1 

10 

3.5 

11.7 

9           -5.5 

-1.4 

very  low 

General  Signal 

48/29 

9 

10.3 

7.2 

9.7 

4.2 

13 

0.2 

-7.0 

11         -12.5 

93.3 

average 

Eaton 

61/11 

10 

9.6 

17.9 

52.2 

6.6 

7 

7.1 

-10.8 

4               9.4+± 

70.9 

very  low 

Zorning  Glass  Works 

31/44 

11 

9.5 

11.4 

28.7 

8.1 

11 

3.0 

9.0 

6               8.0 

-8.0 

low 

Parian  Associates 

81/DP 

12 

9.2 

5.1 

8.7 

2.2 

5 

8.6 

10.3 

NM 

DP 

NM 

-loneywell 

32/25 

13 

6.1 

def 

26.4 

def 

12 

1.9 

-8.9 

NM 

P-D 

NM 

general  Instrument 

51/41 

14 

def 

def 

42.3 

def 

15 

-4.2 

27.3 

NM 

D-D 

NM 

Vatl  Semiconductor 

48/« 

15 

def 

def 

9.1 

def 

4 

9.5 

20.0 

NM 

D-D 

NM 

3ould 

47/83 

16 

def 

2.7 

55.1 

1.7 

16 

-10.7 

-11.4 

NM 

DP 

NM 

Medians 

10.5 

6.9 

23.3 

3.5 

5.0 

8.4 

-2.2 

17.3 

Semiconductors 

advanced  Micro 

•/• 

1 

11.9% 

def 

20.7% 

def 

1 

18.5% 

45.3% 

NM 

D-D 

NM 

Motorola 

31/21 

2 

11.3 

9.7% 

11.7 

4.2% 

2 

12.7 

13.3 

1           -9.0% 

48.2% 

very  low 

\vnet 

77/73 

3 

10.9 

4.4 

33.6 

1.8 

6 

4.9 

12.3 

2          -15.6 

28.6 

average 

ntel 

•/• 

4 

5.5 

6.6 

26.2 

5.2 

3 

12.1 

37.7 

NM 

D-P 

NM 

rexas  Instruments 

40/12 

5 

4.3 

16.2 

22.7 

3.8 

7 

4.2 

11.3 

NM 

D-P 

NM 

General  Instrument 

29/53 

6 

def 

def 

42.3 

def 

8 

-A.2 

27.3 

NM 

D-D 

NM 

Vatl  Semiconductor 

52/dp 

7 

def 

def 

9.1 

def 

4 

9.5 

20.0 

NM 

D-D 

NM 

\rrow  Electronics 

•/• 

8 

def 

def 

149.2 

0.1 

5 

9.4 

13.0 

NM 

D-D 

NM 

Medians 

4.9 

0.3 

24.4 

0.9 

9.5 

16.6 

NM 

NM 

1 . 

Industry  medians 

11.3 

11.4 

26.4 

4.2 

11.2 

13.0 

1.1 

19.0 

\ll-industry  medians 

12.8 

13.6 

48.6 

4.3 

6.8 

8.3 

5.3 

13.9 

•  Segment  deficit  total  deficit     DP:  Segment  deficit,  total  profit.     PD:  Segment  profit,  total  deficit.     D-D:  Deficit  to  deficit     D-P:  Deficit  to  profit, 
def  Deficit     N'A:  Not  available     NE   Negative  equity     NM:  Not  meaningful     fFour-year  average     +Four-year  growth.     ttThree-year  average 


•  90%  or  more.     DD 

3-D:  Profit  to  deficit 

jiThree-year  growth.     For  further  explanation,  see  page  65 


)RBES,  JANUARY  11,  1988 


105 


CONGLOMERATES 


5-year  average 


Reium  on  equity 


Nip-and-tuck  operations  were  all  the  rage, 
but  stocks  sagged  anyway. 

ii 

6.8 
5.3 


All-industry  medians 


By  Laura  Jereski 


I'nstead  of  playing  the  mergers  and  acquisitions  game, 
the  companies  in  this  industry  by  and  large  stayed  sellers, 
ijust  as  they  were  in  1986.  Their  goal:  to  get  rid  of  low- 
return-on-assets  businesses  and  concentrate  on  a  handful  of 
top  performers.  With  a  high  stock  market  for  most  of  the  year, 
divestitures  continued  unabated. 


For  some,  the  strategy  is  paying  off  nicely.  Gone,  for  exs 
pie,  are  ITT's  low-return  telecommunications  businesses 
their  place  is  a  corporate  focus  on  higher-margin  activitie: 
insurance,  electronics  and  hotels.  With  proceeds  of  vari 
divestitures,  ITT  has  been  buying  in  its  stock,  thereby  rec 
ing  the  number  of  outstanding  shares.  This  has  been  par  | 
responsible  for  boosting  the  firm's  earnings  per  share  to  $5 
over  the  last  12  months. 


Yardsticks  of 
management  performance 


Profitability 


Return  on  equity 


Growth 


Sales 


Earnings  per  share 


Company 


rank 


latest        debt  as     net 
5-year       12  %  of         profit 

average    months    equity      margin 


rank 


latest 
5-year       12 
average    months 


rank 


latest 
5-year       12 
average    months 


earni 
stabi 


Fuqua  Industries 

Teledyne 

Minn  Mining  &  Mfg 

American  Brands 

I  >ovei 


25.6% 
21.4 

18.8 
\x  5 
18.4 


17.5% 
15.2 
19.9 
9.2 

16.5 


87.4% 
28.0 

40.1 

4.1 


6.2% 

7.7 
9.7 
8.4 
6.8 


13 
16 

7 
8 
6 


3.4% 

1.6 

5.9 

5.2 
8.7 


-9.8% 

0.5 

8.4 
3.5 
7.2 


6 
3 
9 

II 
12 


9.4%  t    -9.3% 
18.9J        10.3 
3.4         20.5 
0.4       -33.1 
0.2         20.1 


low 
low 
aver; 
very 
very 


Raytheon 

Berkshire  Hathaway 
Piggic  Intl 

Alco  Standard 
Household  Intl 


6 

7 

8 

9 

10 


18.3 
17.2 
14.6 
14.0 
13.5 


21  8 
8.6 
15.9 
17.1 
22.0 


2  1 

2.7 

27.6 

69.7 

456.4 


5.6 

8.8 
48 
2.2 
8.2 


9 
3 

10 
5 

23 


5.2 

33.3 

3.9 

11.3 

-18.9 


8.4 
21.3 

8.0 
-15.8 
-16.0 


8 

2 

7 

13 

4 


5.2 
46.0 

7.7 
-2.9 
16.6 


14.5 
-60.2 
11.7 
35.6 
47.6 


low 

higl 

averj 

avera 

higl 


Emhart 
I  ex  iron 
lnsilco 
lim  Walter 
ITT 


11 
12 
13 
14 
15 


13.2 

111 

10  6 

10.3 

8.5 


14.1 
18.5 
10.4 

14  -> 
11.0 


59.7 

44  S 
66.6 
33  6 


42 
4.0 
4.9 
7.0 
9.7 


14 

4 

12 

11 

22 


3.1 

17.9 

3.8 

3.9 

-14.0 


19.0 

13.1 

-4.2 

2.8 

-39.0 


5 
10 

1 
14 


NM 

15.5 

2.3 

72.4 

-12.5 


DP 
32.0 
21.2 
10.2 
111.9 


NM 
avei 

very 

very  h 
avera 


DWG 
Tenni 

IC  Indi 


16 
17 
18 
19 


8.3 
7.5 
6.7 
4.5 


25.4 
del 
S  7 

12.2 


289.1 
132.8 

2.9 


2.0 
0.1 
7.6 
4.5 


2 
18 
19 
15 


37.9 

-0.6 

-6.5 

16 


4.2 

-4.3 

-^3.7 

-5.2 


NM 
NM 

NM 
NM 


DP 
D-D 
21.9 
DP 


NM 
NM 
NM 
NM 


CATX 
Ami.  l< 
Alk-gh' 
Pullman 


20 
21 

22 
23 


def 
def 
del 

deftt 


16.1 
def 
def 
9.5 


500.0  + 
67.3 

NA 
23  4 


6.9 
def 
def 
3.0 


21 

17 

20 

1 


-13.7  -4.4 

-0.4  -8.0 

-7.9  -40.2 

166.3J  8.4 


NM 
NM 
NM 
NA 


83.1 
D-D 
D-D 
-5.0 


NM 
NM 
NM 
NM 


Indusin  mediant 


11.1 


14.7 


52.1 


5.6 


3.8 


0.5 


0.3 


20.1 


All-indusin  ..,>  dians 


12.8 


13.6         48.6 


4.3 


6.8 


8.3 


5.3 


13.9 


•  .  meni  deficit,  tool  deficit     DP:  Segment  deficit,  total  profii     PD:  Segment  profii  total  deficit     D-D  Deficit  to  deficit     D-P; Deficit  to  pro! 

I'D  Profit  to  dei  Defldi     NA  Not  available     NI   Negative  equit)     NM  Not  meaningful     tFour-year  average     ^Four-year  growth     rtThree-year  averagj 

^Three-year  grot  urther  explanation  »eepage65 
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Similarly,  IC  Industries  in  September  decided  to  spin  off 
e  Illinois  Central  Gulf  Railroad  to  shareholders  to  concen- 
ate  more  fully  on  commercial  and  consumer  products.  By 
earing  some  $340  million  of  low-return  assets  from  the 
dance  sheet,  winners  like  the  Pet  food  division  can  shine 
lough.  The  company  has  also  been  buying  back  its  shares, 
have  Figgie  and  GATX. 

But  in  spite  of  good  intentions,  diversified  companies  as  a 
oup  once  again  underperformed  the  market.  Many  of  these 
ocks  fared  worse  than  the  6%  decline  in  the  S&P  500  in  the 
\ai  to  mid-December.  Why  the  dismal  showing?  One  rea- 
m,  says  Jack  Kelly  at  Goldman,  Sachs,  is  that  these  compa- 
es  tend  to  get  their  biggest  boost  at  the  dawn  of  a  bull 
arket.  In  the  latter  stages  of  the  market,  they  tend  to  fade 
hile  the  market  surges  ahead. 

But  don't  expect  the  change  in  investment  fashion  and  the 
ock  crash  of  October  to  slow  divestitures  by  the  diversified 
.mpanies.  Some  companies  may  feel  tempted  to  sell  finance 


and  insurance  subsidiaries  if  for  no  other  reason  than  to  make 
the  best  of  some  inconvenient  new  accounting  rules  due  to 
take  effect  in  1988. 

Until  now,  most  companies  have  preferred  to  consolidate 
income  statements,  but  not  the  balance  sheets,  of  highly 
leveraged  subsidiaries.  So  handled,  the  parent  companies' 
books  show  relatively  low  debt  but  great  profit  margins  and 
return  on  equity. 

Beginning  this  year,  however,  companies  will  have  to  con- 
solidate both  or  neither.  Thus,  for  example,  ITT's  3.8%  return 
on  assets  could  drop  to  1.7%,  because  the  ITT  balance  sheet 
will  have  to  reflect  the  huge  Hartford  Insurance  and  ITT 
Financial  balance  sheets.  This  accounting  rule,  which  alters 
the  appearance  of  financial  statements  without  changing  the 
underlying  realities,  will  also  affect  American  Brands,  Berk- 
shire Hathaway  and  Textron,  among  others.  Divesting  them- 
selves of  heavily  indebted  operations  could  help  solve  the 
problem.  ■ 


Foxy  Fuqua 


The  real  goal  of  the  companies  in  this  group  is  not  the  its  low-margin  businesses,  and  now  has  been  reduced  to 
production  of  goods  or  services  but  the  production  of  four  operating  divisions.  Today  Fuqua's  sales  are  about 
impressive  financial  returns,  and  in  1987  Fuqua  Industries  $750  million,  yet  return  on  equity  stands  at  just  over 
proved  itself  the  most  innovative  of  the  lot.  Because  of  25% — twice  what  it  was  when  the  restructuring  began.  In 
looming  changes  in  accounting  rules  that  are  to  take  effect  sum,  investors  in  Fuqua  Industries  don't  necessarily  get  a 
in  1988,  the  company  faced  the  prospect  of  having  to  stake  in  a  thriving,  product-oriented  enterprise.  But  they 
consolidate  its  balance  sheet  with  that  of  a  Fuqua  subsid-  do  get  a  chance  to  profit  from  some  of  the  canniest  finan- 
iary,  Georgia  Federal  Savings  &  Loan.  Doing  so  would  have  cial  acumen  in  business, 
greatly  pushed  up  Fuqua's  re- 
ported debt  and  lowered  its  re- 
turn on  assets,  thereby  doing 
potentially  grave  damage  to  the 
stock. 

Fuqua  had  already  decided  to 
sell  Georgia  Federal  by  the  time 
Wall  Street  crashed  in  October, 
and  so  far  as  the  company's 
quick-witted  founder  and  chair- 
man, T.B.  Fuqua,  69,  is  con- 
cerned, nothing  has  changed 
since  then.  Fuqua  paid  $223 
million  to  acquire  the  bank  and 
expects  to  realize  about  $400 
million  from  its  sale.  In  addi- 
tion to  a  neat  profit,  Fuqua  can 
thereby  avoid  consolidating 
Georgia  Federal  on  its  balance 
sheet. 

Fuqua  will  not  use  the  money 
from  the  Georgia  Federal  sale  to 
repay  its  debt  because  it  is 
cheaper  to  hold  on  to  it.  Nor 
does  it  see  any  good  bargains  in 
acquisitions.  Instead  it  plans  to 
buy  back  almost  half  its  shares. 
Such  a  tactic  is  nothing  new  for 
Fuqua,  who  has  been  steadily 
reshaping  his  company  since 
1979,  when  it  peaked  at  slightly 
more  than  $2  billion  in  sales. 
While  other  conglomerators 
were  busy  acquiring,  Fuqua  had 
already  begun  divesting  some  of 


J.B.  Fuqua  of  Fuqua  Industries 
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5-year  average 


Return  on  equity 


CONSTRUCTION 


In  1988  three  words  will  say  it  all: 
Look  out  below. 

■■ 

6.8 
5.3 


All-industry  medians 


By  Jack  Wi Hough  by 


If  it  wasn't  clear  before,  it  is  now:  The  construction 
business  has  peaked.  The  year  ahead  will  be  slow  whether  the 
economy  surges,  slows  or  slides  into  recession,  and  builders 
and  suppliers  can  look  forward  to  tightening  margin  pressure 


as  inventories  swell  and  cost-cutting  spreads. 

The  year  1987  saw  the  squeeze  begin.  In  cement  makin 
demand  and  prices  were  up,  but  Mexican  imports  surged  ar 
pressure  on  profit  margins  intensified.  Now,  with  the  doll, 
in  decline,  hard-pressed  U.S.  companies  are  being  scooped 
by  European  rivals  like  Britain's  Blue  Circle,  Tarmac  ar 


Yardsticks  of 
management  performance 


Profitability 


Return  on  equity 


Growth 


Sales 


Earnings  per  share 


Company 


%in 
— segment — 
sales/profits 


rank 


5-year 
average 


latest 

12 

months 


debt  as     net 
%  of         profit 
equity      margin 


rank 


latest 
5-year       12 
average    months 


rank 


latest 
5-year      12 
average    months 


earning 
stabilit 


Residential  builders 

MDC  Holdings  84/74 

Pulte  Home  •/• 

Fleetwood  Enterprises  37/12 

Ryland  Group  •/• 

Centex  45/65 


29.3% 

23.7 

23.1 

22.1 

13.3 


10.3% 
11.3 
14.5 
31.9 

8.3 


313.8% 

32.0 

0.0 

92.7 

49.0 


3.0% 
2.9 

3.4 

4.2 
2.2 


64.9% 
16.4 
26.0 
25.5 
8.2 


24.9% 

1.9 

7.8 
31.2 
-6.2 


27.7% 

7.9 
74.7 
48.6 
32.4 


-44.9% 
18.4 
16.8 
41.0 

-38.8 


very  hi§ 

very  lo- 

averagi 

high' 

NM 


Del  E  Webb 

Skyline- 
Kaufman  &  Broad 
US  Home 


45/» 
67/55 
48/45 
88/* 


9.4 
6.7 
6.5 
def 


def 

9.7 

18.8 

1.8 


470 

0.0 

212.1 

112.6 


def 
4.0 
4.0 
0.4 


-5.7 

4.6 

19.4 

-3.1 


-5.1 

1.2 

35.9 

-1.2 


55.6  P-D 

10.6  19.1 

37.6$+  54.5 

NM  DP 


NM 
high 
high 
NM 


Medians 


13.3 


10.3         49.0 


3.0 


16.4 


1.9 


32.4 


18.4 


Commercial  builders 

Turner  •/• 

Dover  40/37 

Blount  59/3 

(  entex  43/5 

Morrison  Knudscn  76/23 


21.7% 

18.4 

15.7 

13.3 

12.1 


def 
16.5% 

4.7 
8.3 
del 


54.5% 

4.1 

123.9 

49.0 

26.0 


def 

6.8% 

0.5 

22 

def 


9 

4 

2 

5 

12 


3.2% 

8.7 
10.7 

8.2 
-0.7 


16.6% 

7.2 

2.8 

-6.2 

-10.2 


0.4% 

0.2 

-19.1 

32.4 

-0.1 


P-D 
20.1% 
66.7 
-38.8 
P-D 


very  loi 

very  lo> 

low 

NM 

very  1 


vl 


DynCorp 

United  Technologies 

Foster  Wheeler 
American  Standard 
Guy  F  Atkinson 


44/28 
31 /DP 
38/34 
46/38 
76/35 


6 

7 

8 

9 

10 


11.5 
10.9 
10.6 
105 
10.1 


11.1 

4  S 

5.7 

146 

5.0 


5.5 

43.2 

45  3 

35.9 
25.1 


1.3 
11 
2.0 
3.6 
1.0 


3 

10 
16 

6 
17 


10.4 
3.2 

-6.6 
6.8 

-7.8 


17.7 

8.8 

-1.1 

4.9 

7.0 


7 
10 
8 
5 
6 


-14.9 

149.1 

-33.9 

-62.0 

-17.6 

1.4 

-3.1 

38.3 

-10.0 

-14.5 

avcrag 
averagi 


very  hi{ 

very  lc 

low 


c  Bl  Industries 
hsihhach 
( Dsercfa 
Perini 

Halliburton 


54/1 
•/• 

35/dp 
•lb 

38/2 


11 

12 
13 
14 
15 


6.9 
5.2 
5.2 
3.S 
I  I 


2.5 
def 
2.6 
8.5 
0.9 


40.3 
u  7 
95.9 

47.5 
9.5 


1.5 
def 
1.3 
1.1 
0.6 
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The  Master  of 


•        • 


What  business  needs  is  a  copier 
that  works.  And  works.  And  works. 

That's  why  we  call  the  Toshiba 
BD-9110  the  Master  of  Business 
Administration. 

It's  built  with  all  the  reliability 
Toshiba  is  known  for— to  help 
make  the  administration  of  your 
business  just  as  simple  as  possible. 

You  see,  every  project  just  seems 
to  go  smoother  with  the  BD-9110. 

Naturally,  it  has  all  the  features 
you'd  expect  on  a  55  -  copy -per  - 
minute  console.  Features  designed 


to  make  even  the  biggest,  most  com- 
plex copying  job  easier. 

Such  as  2500-sheet,  large  capac- 
ity feeder.  Automatic  two-sided 
copying.  Recirculating  document 
feeder.  Automatic  controlled  expo- 
sure. Image  editing.  Zoom  reduc- 
tion and  enlargement.  Edge  erase. 
Dual  page  copying.  Margin  shift. 
Even  an  optional  25-bin  sorter. 

And  surprisingly  enough,  you 
get  all  these  features  in  far  less 
space  than  you  probably  thought 
possible. 

In  Touch  with  Tomorrow 

TOSHIBA 


So  get  a  Toshiba  BD-9110, 
the  MBA. 

You'll  find  it  an  education  in 
just  how  reliable  and  productive  a 
copier  can  really  be. 

Educate  yourself.        frbiih  ! 

I  Get  mure  information  on  the  Toshiba  BD-91 11 
|   iei   Call  1-800-443-4668  or  mail  in  this  i 

Toshiba  America,  Inc. 
I  9740  Irvine  Boulevard.  Irvine.  CA  92718 

|  Name 

|  Company 

I  Addre-s 

I  City 

[Phone  ( 


State. 


.  Zip. 


-J 


Hand-mack 


the  USA. 


If  you've  been  lamenting  the  death,  or  at  least  the 
dearth,  of  American  craftsmanship,  these  objects  bring  some 
reassuring  good  news.  They  are  from  an  inspiring  exhibition 
titled  "CRAFT  TODAY:  Poetry  of  the  Physical." 

In  a  world  of  the  "look-alike"  and  the  "throw -a way," 
these  are  the  unique  and  the  irreplaceable.  So  are  the  peo- 
ple who  make  them:  not  merely  the  286  outstanding  artists 
selected  for  the  show  but  the  increasing  numbers  of  profes- 
sionals like  them.  In  finding  ever- fresh  expressions  of  the 
human  spirit  in  the  most  traditional  of  materials  and  the 
most  ancient  of  skills,  they  give  us  new  evidence  of  our  one 
inexhaustible  national  resource,  our  native  creativity  and 
craftsmanship. 

Thaf  s  one  reason  we  sponsored  this  show  and  why 
we  urge  you  to  see  it  at  the  museums  listed  below.  In  our 
business,  as  in  yours,  we  are  in  tough  competition  with  the 
rest  of  the  world — and  our  essential  edge  is  the  individual 
creativity,  individual  imagination,  individual  innovativeness 
of  the  American  spirit.  The  more  we  foster  it,  the  more  it 
will  flourish. 


©  Philip  Moms  Companies  Inc  1988 


Philip  Morris  Companies  Inc. 

Philip  Morris  Incorporated 

Philip  Morris  U.S.A.      Philip  Morris  International 

General  Foods  Corporation 

Miller  Brewing  Company 

Philip  Morris  Credit  Corporation 

Mission  Viejo  Realty  Group 


"CRAFT  TODAY:  Poetry  of  the  Physical,"  organized  by  the 

American  Craft  Museum,  is  on  view  at  the  Milwaukee  Art  Museum, 

Milwaukee,  WI,  February  12-April  10,  1988;  J.B.  Speed  Art  Museum, 

Louisville,  KY,  May  16- July  10,  1988;  Virginia  Museum  of  Fine  Arts, 

Richmond,  VA,  August  9 -October  2,  1988. 


Recent  works  appearing  in  the  exhibition  and  tour:  (top  left)  DESK,  bubinga  and  ash,  59"  long,  by  Jere 
Osgood,  (top  center)  RITUAL  VESSEL,  glass,  18"  high,  by  Mark  Abildgaard.  (top  right)  BASKET,  birch 
bark,  19'/2"  long,  by  Dona  Look,  (center  right)  HOPI  KACHINA,  gold,  lapis,  coral,  turquoise  bracelet  by 
Charles  Loloma.  (bottom  right)  SHARD  ROCKETS,  glass  sculpture,  55"  high,  by  Richard  Marquis,  (bottom 
center)  WEATHERVANE,  copper  with  wood  base  by  Jonathan  Bonner,  (bottom  left)  RHYTHM/COLOR: 
THE  CONCORD  COTILLION,  cotton  and  silk  quilt  by  Michael  James.  Photographs:  DESK  by  Andrew 

Dean  Powell,  others  by  George  Erml. 


CONSTRUCTION 


Hanson  Trust.  More  than  half  of  the  domestic  capacity  is 
already  owned  by  foreigners. 

Not  all  regions  of  the  country  were  evenly  affected.  Build- 
ers in  the  booming  Northeast  had  a  profitable  year,  with 
cities  like  Boston  and  New  York  especially  strong.  In  metro- 


politan Hartford  the  vacancy  rate  for  commercial  space  w 
the  lowest  in  the  nation,  at  13% .  But  in  cities  like  Austin  a 
Denver,  developers  are  buckling  under  vacancy  rates  of  40 
and  27%  respectively. 

Overall,  residential  construction  dropped  11%  from  t 
1986  level,  to  1.6  million  starts  during  1987.  But  most  of  t 
decline  came  in  multiple-family  dwelling  units,  hard  hit 
tax  reform.  This  year  could  see  a  further  decline,  to  as  low 
1.4  million  starts. 

Commercial  and  public  works  construction  dropped,  tr. 
but  not  as  fast  as  some  had  earlier  expected.  Constructi 
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ivity  remained  robust  in  Boston,  New  York,  Washington 
1  several  other  cities.  Spending  for  new  schools  and  hospi- 
5  also  rose.  Still,  the  real  value  of  overall  nonresidential 
istruction  dropped  5%,  to  a  seasonally  adjusted  $74.9 
lion,  by  the  end  of  the  third  quarter. 
^n  even  steeper  decline  now  looms  as  a  result  of  the 
tober  stock  market  crash.  "A  lot  of  the  projects  under  way 
lay  were  approved  as  long  as  three  years  ago.  So  the  total 
el  of  building  remains  high  even  though  the  new  contracts 
/e  slipped  substantially,"  says  Barbara  Alexander,  analyst 
Salomon  Brothers  Inc. 


Even  strong  contractors  were  pinched.  Turner  Corp.,  top  on 
our  list,  reported  its  first  loss  in  27  years.  Morrison  Knudsen 
Corp.  set  aside  $70  million  in  reserves  for  losses  from  the  sale 
of  its  real  estate  development  division. 

Lumber  and  forest  products  constitute  about  the  only  genu- 
inely bright  spot  in  the  industry.  All  major  manufacturers 
enjoyed  the  combined  benefits  of  a  restrictive  tax  on  Canadi- 
an lumber  and  rising  exports  brought  on  by  a  weakening  U.S. 
dollar  and  aggressive  marketing  overseas.  With  slightly  slow- 
er housing  starts  this  year,  lumbermen  can  only  hope  for  a 
more  active  repair  and  remodeling  market.  ■ 


Homebuilding's  niche  player 


Up  in  Taylor,  Mich.,  Masco  Corp.  makes  just  about 
everything  that  goes  into  a  house  once  the  walls  and 
roof  are  up — from  Merillat  kitchen  cabinets  right  up  to 
Delta  and  Peerless  bathroom  faucets.  As  a  result,  Mas- 
co's  own  profits  and  growth  are  strongly  affected  by  the 
i  health  of  the  homebuilding  industry.  Other  companies 
are  in  a  similar  situation,  but  of  them  all  Masco  has 
approached  its  business  with  a  market-oriented  philoso- 
phy that  has  made  it  a  virtual  Procter  &.  Gamble  of  the 
building  trades. 

Under  Richard  Manoogian,  51,  Masco  has  established 
pretax  margins  of  over  20%  and  an  unbroken  30-year  profit 
record.  His  technique:  bringing  mass  market  economies  of 
scale  to  the  highly  fragmented  niches  in  residential  home- 


building.  In  the  faucet  industry  alone,  Masco  now  holds 
some  30%  of  the  entire  U.S.  market;  the  firm  spends  more 
on  retail  advertising,  product  development  and  automa- 
tion than  all  its  competitors  combined. 

Home  furnishings  is  the  primary  focus  of  Masco's  cur- 
rent efforts.  In  the  last  18  months,  Masco  has  spent  $800 
million  to  buy  leading,  top-quality  furniture  makers  like 
Drexel  Heritage  and  Lexington.  Now  the  company  is  plan- 
ning to  capitalize  on  the  investment  by  improving  cus- 
tomer service  and  introducing  a  greater  range  of  product 
choices — the  same  technique  it  has  used  successfully  ev- 
erywhere else  it  invested  in  homebuilding.  Says  Manoo- 
gian, "With  a  broader  product  line,  the  customer  needs  you 
even  more." 


,  -v  -   - .    ■.- ^ 


Richard  Manoogian  of  Masco  Corp. 


Frit  Smiih  Gamma  Liaison 
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CONSUMER 
PRODUCTS 


Some  consumer  stocks  thrive  whether 
consumers  themselves  suffer  or  not. 


KassES2HBHB-»----~-~.c~-«qBBBaBBB 

Return  on  equity 

12.8 

■■ 

r± 

7.7     ^ 

r-L 

Earnings  pet  share 

^^^^^■^^W                            M  All-mdustrv  medians  | 

Tiii   i  1  II    H  i  i  i  i  i  i  i  1 

By  Deirdre  Fanning 


F|  ew  companies  seem  more  dependent  on  consumer 
spending  habits  than  the  companies  on  this  list.  They 
are,  after  all,  "consumer  products"  makers.  But  in  fact 
many  of  these  firms  enjoy  robust  sales  whether  the  economy 
is  strong  or  weak. 

The  companies  most  vulnerable  to  economic  downturns 
are  home  furnishings  and  appliance  makers,  and  in  1987  signs 
appeared  that  they  were  beginning  to  suffer  as  the  5-year-long 
spending  binge  of  the  Reagan  years  started  to  run  out  of 


steam.  Most  companies  in  these  groups  enjoyed  revenue  ] 
profit  gains  over  1986,  but  the  rate  of  rise  has  slowed,  anc 
some  companies  1987  was  a  year  of  stagnating  sales  at 
Few  things  in  life  are  easier  to  postpone  buying  than  a  i] 
dryer  or  dishwasher.  Without  the  prospect  of  solid  econo) 
growth  in  1988  and  beyond,  many  manufacturers  in 
industry  have  little  to  look  forward  to  except  sluggish  sale 
customers  with  15-year-old  machines  that  have  worn  out  | 
need  to  be  replaced. 

By  contrast,  although  household  and  personal  prodilj 
companies  started  1987  underperforming  the  market,  tij 
recession-resistant  stocks  more  than  held  their  own  at  ye 
end.  Tambrands  Inc.,  formerly  limited  to  a  line  of  femir 
hygiene  products,  moved  more  deeply  into  a  1986  investm 
in  at-home  biological  test  kits.  The  diversification  cost  sc 
50  cents  per  share  off  1987's  aftertax  earnings.  But  Da: 
Meade,  an  analyst  at  First  Boston  Corp.,  says  the  move  she 
begin  to  pay  for  itself  in  1990. 

Gillette  spent  much  of  1987  fighting  off  corporate  ra 
Ronald  O.  Perelman  of  Revlon.  Virtually  forced  into  actior 
Revlon's  three  takeover  advances,  Gillette  underwent  a  lc 
overdue  restructuring  that  included  shedding  most  of 
unprofitable  eye  care  and  all  of  its  fancy  jewelry  busines 
and  focusing  more  on  its  core  products — toiletries,  sd 
appliances  and  writing  instruments. 

The  1988  outlook  for  stocks  in  this  group  will  dep 
largely  on  the  strength  of  the  economy  and  the  dollar.  If  b 
continue  to  weaken,  companies  like  Gillette  and  A\ 
which  have  foreign  operations,  are  likely  to  show  be 
earnings — and  thus  stock  prices — than  those  with  larj 
domestic  businesses.  ■ 


Better  than  butter 


Anyone  for  diet  french  fries  or  low-calorie  fried  chicken? 
After  years  of  watching  its  share  of  many  markets 
decline  in  the  face  of  increased  competition,  industry  giant 
Procter  &.  Gamble,  led  by  longtime  Chief  Executive  John 
G.  Smale,  is  fighting  back  with  what  could  be  one  of  the 
big  consumer  products  of  the  Nineties:  a  sucrose  polyester 
fat  substitute  called  olestra,  to  replace  conventional  oils 
and  fats. 

Olestra  is  a  calorie-  and  cholesterol-free  food  additive  to 
be  used  for  both  at-home  and  commercial  cooking,  and  the 
innovation  couldn't  be  coming  along  at  a  better  time. 
Although  Procter's  sales  in  1987  were  up  10%  from  1986 
levels,  Smale's  tenure  has  been  one  marked  by  increasing 
competition  from  companies  like  Kimberly-Clark,  Uni- 
lever and  Colgate-Palmolive.  Corporate  restructurings  and 
personnel  reorganizations  are  all  well  and  good,  but  the 
surest  way  to  pull  ahead  of  the  pack  is  with  an  innovative 
new  product  that  promises  to  be  a  long-lived  staple. 

That's  a  philosophy  Procter  has  done  well  with  since  its 
founding  in  1837.  Down  the  years  the  firm's  list  of  product 
innovations  has  ranged  from  bath  soap  that  floats  to  fluo- 
ride toothpaste  and  synthetic  detergent. 

Chief  Executive  Smale  continues  to  believe  that  product 
is  the  key  to  success.  As  a  percentage  of  sales,  Procter's 
research  and  development  budget  is  one  of  the  biggest  in 
the  industry,  and  when  the  company  realigned  its  market- 
ing department  last  year — the  first  such  undertaking  in  a 
quarter  century — one  of  the  main  objectives  was  to  get 
product  managers  more  strategically  positioned  within  the 
organization  to  keep  the  innovations  coming. 
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ELECTRICAL 
EQUIPMENT 


A  boom  year  it  wasn  %  and  tougher 
times  are  still  to  come. 


5-year  average 


make  niche  acquisitions.  Managements  wary  of  paying  tl 
much  for  them  will  wait  for  the  next  cyclical  slump  to  kno| 
prices  down. 

Hard  times  are  coming.  During  1987  companies  foul 
business  in  exports,  replacement  orders  and  constructil 
projects  begun  before  tax  reform.  But  by  midyear  1988  mul 
of  this  demand  will  have  dried  up,  leaving  perennial  laggail 
General  Signal  and  Cooper  Industries  particularly  vulnerabl 
Expect  companies  like  General  Electric  and  Emerson  El<[ 
trie,  with  diversified  product  lines  and  strong  export  bases,| 
weather  the  storms  best.  ■ 


By  Jill  Andresky 


Glitzy,  they're  not.  But  electrical  equipment  manufac- 
1  turers  have  once  again  logged  impressive  results,  out- 
performing all-industry  profit  margins  for  the  eighth 
straight  year.  More  than  that,  the  achievement  comes  during 
a  stagnant  year  for  the  construction  and  utility  industries, 
which  normally  drive  demand  for  generators  and  other  elec- 
trical equipment. 

What  fueled  the  fire?  Some  of  the  most  aggressive  cost- 
cutting  measures  in  U.S.  business  and  a  continued  trend 
toward  faster-growth  lines  such  as  electronics. 

Still,  1987  scarcely  constitutes  a  boom  year.  Sales  were  up 
by  just  4.6% — far  below  1984's  peak  11.7%  increase. 

Along  the  way,  industry  leaders  have  continued  to  shift 
assets  to  their  strongest  lines.  General  Electric  made  plans  to 
trade  its  sickly  consumer  electronics  operation  for  a  division 
of  Thomson,  S.A.  that  would  bolster  its  medical  equipment 
line.  Emerson  Electric,  whose  margins  dropped  from  8.3%  to 
7.6%  after  a  recent  acquisition,  targeted  $450  million  worth 
of  weak  divisions  for  divestiture. 

After  a  two-year  restructuring  that  raised  margins  from 
5.9%  to  6.9%,  Westinghouse  has  geared  up  one  of  the  indus- 
try's largest  research  s/tlorts:  studying  the  use  of  superconduc- 
tors m  electric  power  generation 

Meanwhile,  smaller  rivals  National  Service  Industries  and 
Hubbcll,  both  with  sizable  cash  chests,  readied  themselves  to 


Straw  hat  in  winter  man 


Fred  Dasto  ofHubbell, 

Claudio  Edinger  GammaLiaiJ 


[ost  managers  say  it's  di- 
versify or  die  in  this  no- 
growth  industry.  But  Fred 
Dusto,  59,  chief  executive  of 
Hubbell,  Inc.,  just  laughs. 
The  $600  million  Connecti- 
cut firm  that  Dusto  has  run 
since  1983  has  consistently 
produced  better  profit  mar- 
gins than  the  rest  of  the  in- 
dustry— with  little  debt  and 
no  diversification. 

Last  month  Dusto  announced  he  was  taking  early 
retirement.  It  is  thus  now  a  fitting  time  to  give  him 
credit  for  Hubbell's  accomplishments.  When  times 
were  good,  he  introduced  new  specialty  products,  kept  a 
tight  fist  on  costs  and  built  up  cash.  During  downturns, 
he  shopped  for  bargain-basement  acquisitions. 

Last  year  Dusto  proved  his  finesse  at  turning  around 
cheap  but  troubled  acquisitions.  When  he  bought  Bell 
Electrical  Products  from  competitor  Square  D  for  $10 
million,  the  line  was  squarely  in  the  red,  despite  a  65% 
share  of  its  market.  Within  nine  months,  Dusto  was 
earning  9%  profit  margins,  after  cutting  production 
costs  and  improving  distribution.  Says  he,  "Our  com- 
mitment to  the  industry  is  important  for  our  distribu- 
tors, our  end-users  and  our  own  future." 
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You  can  count  the  days 
it  takes  us  to  pay 

your  claims  on  one  hand. 


That's  our-  policy.  Five  days  after  confirmation  of 
"damages  and  coverage,  your  check  is  on  its  way. 
Because  we're  American  Re.  And  we  make  prompt 
payments  a  reality 

We've  committed  a  higher  percentage  of  our  re- 
sources to  claims  service  programs  than  any  other 
reinsurer.  Exclusive  programs  in  Arson  Identification 


and  Prevention.  Massive  Injury  Management. 
Catastrophe  Management.  Litigation  Management. 

Come  to  American  Re.  We're  every- 
thing we  claim  to  be. 

American  Re -Insurance  Company 

One  Liberty  Plaza,  91  Liberty  Street.  New  York,  NY  10006  (212)  618-7000 


Atlanta  •   Boston  •  Chicago  •  Columbus  •  Dallas  •  Hartford  •  Kansas  City  •  Los  Angeles  •  Minneapolis  •  New  York  •  Philadelphia  •  San  Francisco 
Bogota  •  Cairo  •  London  •  Melbourne  •  Montreal  •  Santiago  •  Singapore  •  Sydney  •  Tokyo  •  Toronto 


QtiTrac 


©IV87  (  SXC  (i 


wDeparting 
"timber  Rve. 


If  you  think  we're  just  a  railroad, 
take  another  look. 

We're  a  lot  more.  We're  a  partner 
in  LIGHTNETra  5,000  mile  fiber 
optic  system  which  moves  infor- 
mation at  the  speed  of  light. 

We're  also  barges.  Container 
ships.  Trucks.  Pipelines.  Energy 
resources.  Resorts  and  property 
development.  And,  of  course,  the 
railroad.  And  we're  developing  new 
technology  to  make  it  all  work 
together. 

We're  CSX,  the  first  true  global 
transporter.  If  you've  never  heard 
of  one  before,  it's  because  there's 
never  been  one  before.  This  is  a 
company  on  the  move. 


InMotion. 


Technology/Transportation/Energy/Properties 


ELECTRIC 
UTILITIES 


From  engineering  to  cable  TV,  it's  a  brave 
new  world  for  electric  utilities. 


5-yeai  average 


By  Edward  F.  Cone 


" 


During  1987  the  companies  on  this  list  saw  the  fun 'a 
unfolding  of  changes  that  are  dramatically  reshaping  * 
industry.  To  begin  with,  more  than  a  decade  of  construct^ 
projects  in  which  more  than  $300  billion  had  been  invest^ 
often  unwisely  and  wastefully,  continued  to  wind  down 
1984  investor-owned  electric  utilities  spent  over  $35  bill 
on  generating  plants,  both  nuclear  and  conventioi 
powered,  either  under  construction  or  in  advanced  stage 
development.  Last  year  they  spent  $28.5  billion,  and  this 
they  will  spend  only  $26.5  billion. 

Meanwhile,  as  deregulation  rippled  through  government 
both  the  federal  and  state  levels,  more  and  more  elecu] 
utilities  broadened  into  competitive  businesses  they  had  r# 
er  been  involved  in  before,  from  real  estate  development 
distribution  of  cable  TV  programming.  Thus,  in  1987  indu:7 
leader  Duke  Power  set  up  a  subsidiary  selling  construct* 


ilia  . 
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•/• 
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2.4 
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12.0 
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Potomac  Electric 
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14.0 

89.8 

13.1 

15 

3.7 

-8.9 
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12.2 

129 

105.4 

14.5 
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15.6 

15.5 
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WE  KEEP  THE  LINES  OF 


OMMONICATION 

OPEN  IN 

50,000 

BOSINESSES 


At  Tel  Plus,  our  business 
is  your  communications. 

We're  America's  #1  independent  supplier 
of  business  telephone  systems. 
When  it  comes  to  solving  the 
communication  needs  of  your  company, 
Tel  Plus  can  offer  creative,  cost-effective 
solutions. 

With  over  60  locations  coast-to-coast,  we 
can  help  you  with  integrated  voice/data 
systems  and  information  management 
systems  for  businesses  large  or  small.  We 
carry  complete  lines  from  Siemens,  NEC, 
and  our  own  line  of  key  systems  -  all  of  these 
with  custom  applications  software  designed 
around  your  needs. 

Tel  Plus  is  now  part  of  Siemens,  the 
world's  sixth  largest  supplier  of  electrical  and 
electronics  products  and  one  of  the  world's 
largest  manufacturers  of  telecommunications 
equipment. ..combining  global  resources  with 
an  even  stronger  commitment  to  you. 

Call  Tel  Plus,  your  single  source  for 
business  communications. 


Tel  Plus  Communications,  Inc. 
8000  N.  Federal  Highway 
Boca  Raton,  Florida  33487 
(305)  997-9999  /  (800)  TEL  PLUS 
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ELECTRIC  UTILITIES 


and  design  engineering  services  for  power  plants.  Similarly, 
Dominion  Resources  Inc.  of  Virginia  entered  into  a  joint 
venture  for  a  hydroelectric  project  in  Louisiana,  half  a  conti- 
nent away  from  its  regulated  service  area.  Central  &  South- 
west Corp.  is  factoring  customers'  bills  sent  out  by  affiliates 
and  nonaffihates. 


But  uncertainty  about  future  demand  continues  to  clo 
the  outlook.  While  kilowatt-hour  sales  in  the  commercial  a 
residential  market  segments  should  grow  a  modest  2% 
2.5%  in  1988,  industrial  sales  might  slacken  with  the  w« 
ening  of  the  economy.  There  is  already  excess  capacity 
most  regions  with  new  plants  becoming  operational.  Pub 
Service  Co.  of  Indiana,  for  instance,  now  has  an  abundari 
of  power. 

Continuing  fallout  from  misguided  nuclear  projects 
years  past  also  still  plagues  some  companies.  Public  Service 
New  Hampshire,  saddled  with  a  35.6%  share  of  the  mope 
tive  Seabrook  nuclear  plant,  threatened  to  become  the  fi 


Electric  Disco 


ferry  Geist  qfPublii  Service  Co  of  New  Mexico 


rtrr\  Muir  Hamilton  Picture  Group 


Jerry  Cast,  chairman  of  Public  Service  Co.  of  New 
Mexico,  heads  a  utility  with  myriad  problems.  The 
local  economy  he  serves,  based  on  coal,  uranium  and  other 
commodities,  h,is  declined.  The  state's  stringent  environ- 
mental laws  raise  power  costs.  Ceist,  53,  must  find  a  way 
to  remain  competitive  on  price,  the  industry's  situation  in 
microcosm. 

Now  Geist  has  proposed  a  bold  plan,  currently  under 
v  with  the  state  Public  Service  Commission,  which 
could  herald  a  new  era  tor  electric  utilities.  What  he  plans 
to  do  is  spin  his  company  in  two. 

Under'  trategy,  PNM  would  become  a  wholesale 

produce!  i  ^  .died  a  uncrating  company,  or  Genco, 

and  a  distribution  company,  or  Disco,  which  would  serve 
PNM's  cum  unci  has;  I  he  Genco  will  consist  of  power 
plants  and  urn  lines.  Its  primary  customer  will 

be  the  Disc*  which   it   is  tree  to  shop  its  excess 


capacity  around  to  the  highest  bidder,  wherever  that  bid- 
der may  be  located. 

"The  idea  behind  the  split  is  to  recognize  that  the 
vertically  integrated  electric  utility  business  is  changing," 
says  Geist.  "Distributing  to  retail  customers  is  a  different 
business  from  producing  huge  amounts  of  power." 

Disco  would  be  initially  spun  off  to  shareholders  as  a 
publicly  traded  master  limited  partnership,  with  yields 
similar  to  a  traditional  electric  utility.  Genco  would  be  its 
sole  supplier  of  power  for  five  to  seven  years,  after  which 
Disco  would  be  free  to  shop  around  for  cheaper  power  if  it 
could  find  it. 

Approval  for  the  Geist  plan  seems  likely  by  spring,  and 
the  arrangement  would  be  fully  operational  by  the  end  of 
the  year.  Other  utilities  are  watching  the  situation  in  New 
Mexico  with  interest.  If  PNM  goes  Disco,  watch  the  fever 
spread. 
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estor-owned  utility  since  the  Depression  to  file  for  bank-         Whatever  happens  to 

the  economy  in  1988,  look  for  utility 

>tcy.  Long  Island  Lighting's  Shoreham  nuclear  plant,  which      stocks  to  continue  to  follow  interest  rates.  But  don't  expect 

ived  viable  in  testing,  sits  unused  and  inoperative,  awaiting      them  to  remain  bond  substitutes  forever.  In  the  years  ahead, 

ulatory  approval  of  an  emergency  evacuation  pi 

an  in  case      as  utilities  become  more  like 

industrial  companies,  their 

iccident.  The  plant  may  or  may  not  open  in  1988.  Lilco  is      stocks  should  behave  accordingly,  with  market  values  reflect- 

o  the  target  of  a  hostile  takeover  effort  from  a  group      ing  earnings  prospects 

more 

than 

just  debt  load  and  the 

ermined  to  keep  Shoreham  closed. 
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13 
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0.2       -25.0 

very  low 
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4.7 

24 
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10.4      113.8        13.2 

2              13.1 

-4.1 

12 

-8.3       -17.6 

average 

tah  Power  &  Light                       •/• 

11             11.3 

9.0      121.8        10.4 

4                8.8 

-1.7 

11 

-6.6       -24.8 

low 

awaiian  Electric      '                     «/86 

12             10.7 

12.0        99.8          7.8 

12             -2.9 

1.8 

1 

10.8           2.3 

average 

edians 

13.8 

11.2        95.5        10.7 

6.5 

1.5 

0.1       -17.1 

idustry  medians 

14.4 

13.6        96.4        12.3 

5.8 

0.4 

5.3            1.9 

11-industry  medians 

12.8 

13.6        48.6          4.3 

6.8 

8.3 

5.3          13.9 

90%  or  more.    DD:  Segment  deficit,  total  deficit     DP:  Segment 

deficit,  total  profit.     PD:  Segment  profit,  total  deficit     D-D: 

3eficit 

to  deficit     D-P:  Deficit  to  profit 

D.  Profit  to  deficit,     def:  Deficit.     NA:  Not  available      NE:  Negative  equity     NM   Not  meaningful      tFour-year  average     *Foi 

lr-year 

growth.     ttThree-year  average. 

Three-year  growth.     For  further  explanation,  see  page  65. 
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'  "IN  THE  NORTH  SEA,YOU  CAN 
COUNT  ON  GALE-FORCE  WINDS,  HEAVY  SEAS, 
""'    AND  YOUR  MURATA  FAX  MACHINE. 


*r  '  .     i 


line  of  compact,  feature  packed,  easy-to-use  machines.  They're  extraordinarily  _ 

reliable,  too.  Which  is  critical,  even  if  your  office  isn't  in  the  middle  of  nowhere.         t*         ^ 

/MURATA  r 

DeterminedToBeNumberOne.     V 


FINANCIAL 
SERVICES 


The  bull  market  was  great  while  it  lasted, 
but  what  if  the  party's  over? 


5-year  average 


r-> 

Earnings  per  share 

^i^B««                           ■■  All-industry  medians  l 

By  Matthew  Schifrin 


For  much  of  the  1980s  the  brokerage  and  investment  bank- 
ing business  was  the  place  to  be.  Black  Monday  changed  all 
that.  Pretax  profits  for  brokerage  firms  this  year  should  total 
no  more  than  $3.7  billion,  down  33%  from  last  year.  In  1988 


the  situation  could  get  even  worse,  as  hard-pressed  com 
nies  decide,  in  the  words  of  one  PaineWebber  official,  "wl 
businesses  they  really  want  to  be  in."  The  capital  marl 
supermarket  craze  is  out,  and  companies  are  once  ag; 
returning  to  their  core  businesses. 

Among  those  already  rethinking  their  futures  are  Salom 
Brothers,  First  Boston,  PaineWebber,  Kidder,  Peabody,  Ml 
gan  Stanley  and  Goldman,  Sachs.  Salomon  is  out  of  munil 
pal  bonds  and  commercial  paper  and  is  sticking  to  its  stroi( 
hold  in  fixed-income  trading.  PaineWebber  sold  its  comm 
cial  paper  division  to  Citicorp  and  some  $300  million  wo; 
of  its  own  equity  to  a  Japanese  insurer,  Yasuda.  So  far  eid 
major  firms,  including  Goldman,  Sachs  and  Shearson  Lua 
man,  are  planning  about  12,000  layoffs.  About  half  of  tl 
bloodshed  will  be  at  E.F.  Hutton,  which  was  bought  I 
Shearson  for  some  $1  billion. 

Firms,  in  short,  are  now  paying  for  their  heavy  (not  to  si 
wild)  spending  in  pursuit  of  growth.  Now,  with  margins  til 
in  businesses  like  the  trading  of  mortgage-backed  securitl 
and  commercial  paper,  mistakes  can  be  disastrous.  Hundrq 
of  millions  of  dollars  in  trading  losses  were  reported  by  fir: 
such  as  Salomon,  First  Boston  and  Merrill  Lynch. 

Trouble  for  the  brokerage  and  investment  banking  busin 
of  course,  good  news  for  commercial  bankers,  who  h 


is 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

%in 
— segment — 
Company                                  sales/profits 

latest       debt  as     net 
5-year       12             %  of         profit 
rank      average    months    equity      margin 

latest 
5-year          12 
rank      average       months 

latest 
5-year      12 
rank         average    months 

earniil 
stabill 

Financial  companies 

Student  Loan                                      •/• 
American  Continental                   38/29 
Southmark                                       73/77 
H&R  Block                                       56/79 
Equifax                                                  •/• 

1  38.9%     35.7%    500.0  +  %  11.1% 

2  37.7         21.4        500.0+         3.0 

3  23.8          11.8        148.7          10.5 

4  23.0         22.6            1.6          10.5 

5  225         24.4          17.2            4.0 

6            16.3%        10.3% 

4  27.6         -10.1 
1           63.7           42.9 

5  17.8            14.0 
9             9.4             4.5 

3            39.6%       31.8% 

1  71.4          -2.5 

2  44.5            0.0 

6  10.0          20.1 

7  9.8            6.0 

very  h 
higr 
higr 

very  h 
avera 

American  Express                             •/• 
Household  lntl                                 53/58 
Integrated  Resources                  33/54 
Gulf  n  Western                          45/52 

6  18.7         18.3        171.3            4.2 

7  13.5         22.0       456  4            8.2 

8  11.6         10.8        157.5           5.0 

9  7.5          IS  4          65.3            6.9 

3           35.4           10.1 
13         -18.9         -16.0 

2           40.5           36.3 
12         -14.5           22.8 

5             12.2        -16.2 
4             16.6          47.6 
NM        500.0  + 
NM          38.2 

avera 
high 
NM 
NM 

Cigna                                                 t*  44 
imercisJ  Credit                       •/• 

kdl  Natl  Mortgage                           •/• 
Beneficial  Corp                              86/na 

10  46           16.0             7.4             4.7 

11  2.0        194  9            2  3 

12  15          13  8        500.0+         2  4 

13  0.6           del       356.5            def 

8            10  1              0.6 

10  4.4           -0.4 
7            12.2           -6.5 

1 1  _9.4         -44.6 

NM           D-P 
NM            5.9 
NM         43.3 
NM         D-D 

NM 
NM 
NM 
NM 

Medians 

13.5          16.0        171.3            4.7 

12.2             4.5 

9.8          20.1 

Brokerage  houses 

lust  Busion                                          •/• 
Shearson  Lehman  Brws                      •/• 
AG  Edwards                                         •/• 
Salomon                                             «/78 
PaineWebber  Group                           •/• 

1  25.6%      15.3%      38.6%        4.9% 

2  23.6t        NA        169.0            5.6 

3  21.8          19.7            0  0           9.5 

4  19.7            86        146.9            4.6 

5  19.3          12.5          71.4            3  4 

5  28.4%        11.2% 
2           36.1*         21.5 

7            17.4            15.0 
1           46.3           -4.7 

6  18.1              4.9 

2  13.6%        2.2% 
1            22.3J         NA 

3  10.0         -3.1 

4  8.6        -48.4 

5  3.9            6.0 

averaj 

avera 

avera 

low 

very  I 

Merrill  Lynch                                  85/89 
EF  Hutton  Group                              •/• 
Sti  .mis  Cos                              •/• 
hi  Stanley                                 •/• 

6  14  9         20  3        159.6           5.4 

7  9.6           def          62.6            def 
NA         186         39.7            8.0 
NA        32.0         39.9           *4 

9            165            21.8 
8            171            -1.8 
4           28.4            15.9 
3           328           28.4 

6              0.6          68.1 
NM           PD 
NA        -27.9 
NA          30.0 

very  li 
NM 

NA 
NA 

19.7         17.0          62.6            5.4 

28.4            15.0 

8.6          -0.5 

Cotqti  •    *  i  ty  traders 

32/9 

k.is                                                          •/• 

54/26 

1  18  8%      19.4%      27.7%        2.7% 

2  14.5         39.3          30.3            1  8 

3  8.5           6.9          23.4            1.2 

2  -0.3%       68.6% 
1              4.8         -24.1 

3  -5.3           -1.4 

2  9.5%       31.1% 
1            49.1J      -31.4 

3  3.6       -28.8 

very  h 

higr 

low 

1 

Med- 

14.5         19.4          27.7            1.8 

-0.3           -1.4 

9.5        -28.8 

Industry  medians 

18.7          17.2          71.4            4.7 

17.1             10.1 

9.5            5.9 

All-indiism       .      mis 

12.8          13.6          48.6            4.3 

6.8             8.3 

5.3          13.9 

•                                               el       total  deficit     DP;  Segment  deficit,  total  profit     PD:  Segment  profit,  total  deficit     D-D:  Deficit  to  deficit.    DP:  Deficit  to  prof 
PD    Profit   i>>                        Deficit     w    \"t   available     NE    Negative  equirj     NM    Not   meaningful      fFour-yeai    average     |i  our  war  growth     ttThree-yei 
average     MThrci                        Foi  1                lanatJon,  see  page  65 
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THE  CHANGING  FACE  OF  OKLAHOMA 


When  most  people  think  of 
iklahoma,  they  think  of  cowboys, 
idians,  oil  booms  and  the 
ust  bowl  of  the  '30's. 

But  the  reality  of  Oklahoma 
iday  is  change.  New  economic 
iversification  is  transforming 
iklahoma  into  an  evolutionary 
tate  sparking  revolutionary 
leas.  Expanding  from  high 
lains  cattle  ranching  to  genetic 
jsearch.  Oil  and  gas  recovery 
)  the  exploration  of  outer  space. 

Public  and  private  sectors, 
/orking  together,  have  formed  a 
artnership  for  change.  And 
indmark  legislation  has  created 
icentives  for  existing  companies 
nd  new  businesses  moving  into 
le  state. 

Entrepreneurial  spirit  goes 
/ith  the  territory  in  Oklahoma. 


That's  why  the  face  of  Oklahoma 
as  changing.  And  while  we  may 
pause  to  reflect  on  our  past,  we 
are  determined  to  plan  a 
tomorrow  bright  with  promise 
and  rich  with  opportunity. 
To  find  out  how  the 
changing  face  of  Oklahoma  can 
change  the  productivity  and 
performance  of  your  business 
call  or  write: 

Director  of  Business  Development 
Oklahoma  Department  of  Commerce 
6601  Broadway  Extension 
Oklahoma  City,  OK  73116-8214 
(Outside  Oklahoma)  800-443-OKLA 
(Within  Oklahoma)  800-552-OKLA 
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Leet  your  fellow 
club  members... 

Di3nitaries, 
financial  leaders  and 
executive  travelers  from 
throughout  the  world. 


OAxxao.  (2&X0-  J)///oina£onc£ 

Unrivaled  in  its  commitment  to  the 
international  business  community, 
Hotel  Okura's  exclusive  club 
privileges  begin  with  a  business- 
complete  Executive  Service  Salon, 
and  end  with  the  feeling  of  having 
been  a  most  important  guest. 


In  m  dut  by  it»«ll 
Iw.iiM"  Nodfli  i.  Ii.iirin.ui  I  mcritiu 

I.ilMiro  Goto,  President  »Jv  (u-o.r.il  M.oi.ijj.t 
l..k\o.  |.,|>.m    I  I  I   :  (0  1 1  SSJ-OIII    II  I  I  X|JZ2790 

l  W  (01)  $82-3707 

one  of  cIhec]e3dmftHotels  ofthtWorid 

travel  oyi'iii  ittve 

LHW:  Tel:  800223-6800  Toll  Free. 
212-838-3110  Coll.  <  i 

Hotel  Okura  New  York  Office 

.ding  Holels  of  Ihe  World, 
747  Third  Avenue,  New  York,  NY  10017-2847 
Hiriher  mlormalion,  and  an 
n  lor  Okura  Club  International. 

Name: 


Address 


City:  - 
Stale: 


.Zip:. 


My  Travel  Agent  is: 


FB 


been  pressing  strongly  for  permission 
to  enter  those  fields.  The  1934  Glass- 
Steagall  Act  prevents  banks  from  en- 
gaging in  securities  underwriting,  but 
in  1987  support  began  to  build  in 
Washington  for  repeal,  or  at  least  sub- 
stantial easing,  of  the  limitations. 
Senate  Banking  Chairman  William 
Proxmire  supports  such  a  move,  as 
does  Ronald  Reagan's  new  Federal  Re- 
serve chairman,  Alan  Greenspan. 
Some  changes  seem  likely  before  the 
end  of  1988. 

How  did  the  companies  themselves 
do  in  this  volatile  year?  Student  Loan 
Marketing  Association  hung  on  to  its 
top  spot  in  profitability  for  the  fifth 
consecutive  year.  The  government- 
subsidized  corporation,  which  buys 
insured  student  loans  from  lenders, 
benefited  from  rising  tuition  costs 
that  pushed  more  Americans  than 
ever  into  the  market  as  borrowers. 
During  1987  Sallie  Mae  moved  be- 


yond its  charter  as  a  packager  of  loai 
to  fund  home  equity  loans.  It  al: 
initiates  credit  directly  to  borrowe 
through  personal  loans.  That  meai 
higher  operating  costs  ahead,  as  w« 
as  potentially  narrower  margins, 
riskier  credits  push  up  default  rates 
Right  behind  Student  Loan  can 
American  Continental  and  Sout. 
mark  Corp.,  two  multibillion-doll 
Sunbelt  firms  that  specialize  in  re 
estate  deals  and  sell  insurance.  Eac 
also  owns  a  thrift,  one  formerly  tro 
bled  and  one  undergoing  an  examin 
tion  of  its  risky  investments.  Than! 
to  close  ties  to  Drexel  Burnham  Lari 
bert,  as  financier  and  steady  suppli 
of  junk  bond  investments,  these  firn 
have  the  best  five-year  average  ear 
ings  growth  among  financial  comp 
nies.  With  the  future  of  junk  bor 
financing  now  clouded  by  the  uphea 
als  on  Wall  Street,  next  year  could  1 
a  different  story  for  these  firms.  ■ 


Whirlwind  Weill 


Commercial 's  Weill 


Ever  since  they 
emerged  as  sources 
of  credit  for  customers 
that  traditional  banks 
didn't  want  to  touch, 
finance  companies 
have  been  the  very  soul 
of  stodginess.  The  ba- 
sic business:  Borrow 
cheap  to  lend  at  huge 
spreads  in  hopes  of  off- 
setting the  inevitably 
high  default  rates. 

Into  this  stuck-in-a- 
rut  business  has  now 
come  Sanford  (Sandy) 
Weill,  late  of  Shearson  American 
Express,  bringing  with  him  a 
whirlwind  of  innovative  thinking 
that  has  roused  the  industry  as 
never  before. 

Over  the  last  20  years  most  fi- 
nance companies  have  been  ac- 
quired by  banks,  insurers  or  other 
financial  outfits.  But  Weill's  Balti- 
more-based Commercial  Credit 
Co.,  which  operates  410  mostly 
small-town  offices  in  28  states,  is 
bucking  the  trend. 

Late  in  1986  the  company  went 
public  after  being  spun  off  from 
Control  Data  Corp.,  and  in  the  year 
that  followed  it  has  begun  to  make 
itself  into  a  mini  financial  con- 
glomerate much  like  Weill's  old 
employer,  American  Express. 

Thanks   to   Weill,    Commercial 


Credit  has  shed  all  of 
its  old  and  unprofitable 
commercial  finance 
businesses  and  is  con- 
centrating on  more  lu- 
crative consumer  fi- 
nancial services.  Be- 
sides personal  loans, 
Weill's  1,500  salespeo- 
ple now  offer  an  array 
of  products  including 
insurance,  second 

mortgages  and  certifi- 
cates of  deposit. 

Weill  hopes  to  at- 
tract the  largely  ne- 
glected 35  million  households 
with  annual  incomes  of  $20,000  to 
$40,000 — middle  America.  To  spur 
his  sales  force,  Weill  has  intro- 
duced Wall  Street-type  bonuses  for 
top  producers. 

Weill  has  also  strengthened 
Commercial  Credit's  capitaliza- 
tion by  setting  up  a  46%  reserve 
against  its  $276  million  in  less- 
developed-country  loans  inherited 
from  the  old  Commercial  Credit. 
In  1988  expect  Weill  to  buy  a  bro- 
kerage house  or  some  other  con- 
sumer financial  company.  Com- 
mercial Credit  has  already  looked 
at  E.F.  Hutton.  Says  Weill  as  he 
looks  up  from  his  Quotron:  "We 
can  afford  to  spend  a  billion  dollars 
or  even  more  if  the  right  deal 
comes  along." 
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TOTAL  CALL*  26 
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There's  a  long  distance  service  that  charges  you  only  for  the  actual 
distance  of  each  call.  Unlike  WATS. 

There's  a  service  that  gives  you  itemized  call  detail  and  a  management 
report,  not  just  a  bill.  Unlike  WATS. 

It's  a  service  that  uses  your  existing  business  lines  and  requires 
no  installation.  Unlike  WATS. 

It's  called  PRISM  PLUS.  It's  only  from  MCL 


1-800-888-0800 

Until  you  call,  you'll  never  know  how  much  better 

a  long  distance  company  can  be. 

niici 

Let  us  show  you: 


®MCI  Communications  Corporation  (MCIC).  '"Service  marks  of  MCIC.  ©  MCIC:  November.  1987 


Watch  for  the  eight-part  series 
"Television'"  made  possible 
by  a  major  grant  from  MC I 
beginning  the  v*ek  of 
January  25,  on  PBS 


FOOD 
DISTRIBUTORS 


They're  unloved  in  booms,  but  watch 
what  happens  in  a  recession. 


5-year  average 


Return  on  equity 


• 


By  Ralph  King  Jr. 


erchandise  retailing  stocks  are  in  the  dumps 
these  days,  but  food  retailers?  Food  Lion  Inc.  is  up 
1 75%  on  the  year,  Bruno's  is  up  31%,  Giant  Food  up 
15%,  Albertson's  up  11%.  Over  the  past  few  years  of  low 
inflation,  grocers  have  been  forced  to  cut  costs  and  raise 
productivity.  Result:  Industry  operating  margins  have  risen  a 


phenomenal  67%  since  1980,  to  1.17%  of  revenues. 

Where  are  the  savings  coming  from?  Labor  costs  have  fall 
from  13%  to  11%  of  sales  since  1980,  in  part  because  unic  . 
have  accepted  profit-sharing  at  individual  stores  in  lieu  of  p  « 
raises.  Technological  advances  such  as  computerized  che< 
out  scanners,  which  help  companies  monitor  and  cont 
inventories,  help,  too.  Leaders  include  Hannaford  Brothe 
Kroger  Co.  and  Bruno's. 
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FOOD  DISTRIBUTORS 


Getting  hyper 


Angela  Bruno  of  Bruno': 


Tlhe  concept  was  intriguing:  Every- 
thing for  the  price-conscious  con- 
sumer, from  fresh  parsley  to  pajamas, 
on  a  selling  floor  the  size  of  eight 
football  fields  all  under  one  roof.  An- 
gelo  Bruno  had  admired  these  one- 
stop  shopping  meccas — known  as  hy- 
permarkets— in  Europe.  And  in  his 
quest  for  store  formats  that  would 
attract  new  sales  to  a  slow-growth 
business,  he  wondered  why  one  had 
never  been  built  in  America. 

The  chairman  of  Bruno's,  a  highly 
profitable  low-price  supermarket 
chain  based  in  Birmingham,  Ala.,  is 
wondering  no  more.  In  September  he 
signed  a  joint  venture  agreement  with 
the  nation's  largest  discount  mer- 
chandiser, K  mart,  to  build  hypermar- 
kets across  the  country.  The  first 
220,000-square-foot  store,  complete 
with  up  to  50  checkout  stands,  will 
open  in  the  Southeast  this  fall. 

The  innovation  here  is  not  one  of 
timing;  a  few  hypermarkets  have  re- 
cently opened  their  doors  in  the  U.S. 
Rather,  the  creative  stroke  is  the  con- 
vergence of  two  talents,  one  from  the 
food  end  and  the  other  nonfood,  both 
determined  to  push  one-stop  shop- 
ping to  its  logical  extreme.  "It's  the 
first  real  working  partnership  that 
could  go  forward  and  multiply,"  says 
industry  consultant  Willard  Bishop. 

Most  grocers  have  their  hands  full 
clearing  1%  of  sales,  and  few  would 
even  think  of  blowing  it  on  costly 
experiments.  So  when  K  mart  initiat- 
ed discussions  with  the  grocer  in  the 
spring,  Bruno,  62,  worried  at  first  that 
the  $1  billion  (sales)  family-run  busi- 
ness might  be  getting  in  over  its  head 
with  the  $24  billion  K  mart.  "But  we 
hit  it  off  chemically,  and  we  both 
seemed  flexible.  We're  not  going  to 
move  ahead  until  we  get  the  first  one 
right,"  Bruno  says. 

Any  positive  effect  on  Bruno's  earn- 
ings won't  come  before  the  mid- 
1990s,  but  that  won't  cramp  plans  to 
add  conventional  units  to  the  106- 
store  chain.  Long-term  debt  is  a  slight 
6%  of  equity,  and  returns  have  consis- 
tently outpaced  the  industry. 
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Food  wholesalers  are  another  mat- 
>r.  Fleming's  stock  price  is  down 
.\%  since  the  start  of  1987,  Super 
alu  Stores'  stock  is  down  23%,  and 
etterau's  is  up  1%.  Why  the  trou- 
e?  Rapid  consolidation  in  the  indus- 
y  since  1979  has  brought  on  indiges- 
Dn  for  these  firms  and  others.  Com- 
mies are  having  problems  bringing 
>sts  into  line  at  wholesale  outlets 
iey  have  acquired,  mostly  for  steep 
ultiples. 

Things  probably  won't  improve 
uch  for  these  wholesalers  this  year, 
heir  managements  appear  to  have  no 
ng-range  strategy  that  could  pull 
tern  out  of  the  slump.  Furthermore, 
leir  customers,  smaller  retailers,  are 
nding  it  more  difficult  to  compete 
l  price  with  the  national  chains, 
hich  gain  clout  with  food  manufac- 
irers  as  they  expand.  The  top  ten 
lains  now  handle  45%  of  the  na- 
on's  grocery  sales. 

With  slow  sales  growth  endemic  in 
lis  industry,  the  best  grocers  are  con- 
nually  experimenting  with  store  for- 
lat.  Kroger  is  testing  three  super- 
arehouse  stores  that  include  large 
rug  and  nonfood  sections.  Hyper- 
larkets,  monster-size  affairs  (upward 
•:  200,000  square  feet)  already  wide- 
)read  in  Europe,  are  just  arriving  on 
le  U.S.  scene. 

Also,  store  offerings  are  more  sensi- 
ve  than  ever  to  consumer  tastes  in 
>ecific  locales.  Washington,  D.C.- 
ised  Giant  Food  stocks  its  Giant 
ourmet  store  shelves  with  $200  bot- 
es of  wine  and  rattlesnake  meat  (the 
..tter  apparently  being  a  delicacy  in 
le  nation's  capital).  Vons  Cos.  caters 
)  a  large  Hispanic  population  in  Los 
ngeles  with  its  Tianguis  store,  offer- 
ig  such  products  as  lambs'  heads  and 
esh  tortillas. 

More  consumers  are  short  on  cook- 
ig  time,  but  fast-food  restaurants 
Dntinue  to  suffer  from  market  satu- 
ition  and  from  new  competition, 
/ith  salad  bars  turning  up  in  super- 
markets and  convenience  stores, 
IcDonald's  has  begun  offering  pre- 
i  ickaged  salads,  which  has  helped  lift 
;  ie  fast-food  leader's  same-store  sales 
y  7% .  No  such  luck  for  Burger  King 
id  Wendy's  International,  whose  de- 
vative  products  like  Burger  Bundles 
id  Big  Classic  haven't  added  any 
ew  sales.  ■ 
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America  the  bountiful . . .  while  we're  con 

tinuing  to  explore  the  high-potential  regions  of  Europe,  Africa 
and  Asia,  Mobil  Oil  also  gets  a  solid  stream  of  oil  and  gas 
earnings  from  the  U.S.— which  is  the  source  of  nearly  half  our 
current  production.  We  have  major  stakes  in  giant  producing 
properties  like  the  Mugoton  gas  field  in  Kansas  and  Oklahoma 
and  the  Salt  Creek  oil  field  of  West  Texas,  as  well  as  in  the  Gulf  of 
Mexico.  Add  to  that  our  holdings  in  places  like  California  and 
Alaska,  and  it  comes  to  approximately  750,000  barrels  of  oil 
equivalent  a  day. 

Nigerian  gold...  We're  also  doing  well  overseas. 
Take  our  Nigerian  affiliate,  which  has  produced  over  a  billion 
barrels  of  oil  since  1970.  We  recently  began  offshore  pro- 
duction at  our  joint-interest  Edop  field . . .  confirmed  a  significant 
extension  to  our  lyak  field . . .  and  found  additional  oil  farther 
south.  These  new  discoveries  have  added  significance  since 
Nigeria's  relatively  shallow  water  and  temperate  climate  make 
offshore  production  costs  among  the  lowest  anywhere. 

Manufacturing  power...  In  our  refining  oper 
ations,  we're  continuing  to  trim  expenses  and  improve 
efficiency.  The  newest  move  is  a  cogeneration  plant  coming 
onstream  at  Joliet,  Illinois.  It  will  generate  nearly  two-thirds  the 
refinery's  power  requirements— saving  millions  of  dollars  a 
year  in  electricity  purchases  and  making  an  already  efficient 
refinery  even  more  so. 

Ringing  up  Savings...  Our  retailing  operations 
are  also  becoming  more  efficient,  as  Montgomery  Ward 
pushes  its  $50  million  program  to  replace  thousands  of  cash 
registers  with  a  state-of-the-art  computerized  system.  The 
new  hixdorf  machines,  which  do  everything  from  checking  in- 
ventory to  scheduling  delivery  of  big-ticket  items,  will  trim 
operating  costs  and  improve  customer  service.  It  all  adds  up  to  a 
lean,  increasingly  profitable  Ward . . .  and  Mobil. 


It's  a  fact:  In  Nigeria  we're  not  only  a  large 

petroleum  producer  but  also  a  major  gasoline  marketer 

and  No.  1  private  marketer  of  commercial  lubricants. 


Mobil 


© 
© 
© 


o 


o 


MobilFax .  Box  M.  Mobil  Corporation.  150  East  42nd  Street.  New  York.  N  Y  10017  ©  1987  Mobil  Corporation 


© 


133 


FOOD 
PROCESSORS 

By  Janet  Novack 

For  much  of  1987  companies  in  this  group  were  haur 
by  fears  that  inflation  and  rising  commodity  prices  wc 
squeeze  profits.  Fears  grew  worse  last  spring  when  lc 
depressed  corn  and  wheat  prices  spiked. 

But  the  market  crash  has  dampened  inflationary  expe 
tions  and  sent  investors  heading  back  to  food  for  safety.  W 
corn,  wheat  and  soybeans  posted  double-digit  price  gain 
the  12  months  ended  Nov.  30,  hog,  chicken  and  milk  pr 
were  down.  Analysts  now  expect  that,  overall,  food  inflat 
will  be  moderate  in  1988  and  that  branded  food  packagers  i 
post  average  earnings  gains  of  20% . 

Lower  tax  rates  account  for  some  of  the  improvement 
addition,  new  equipment  is  making  companies  more  proc 
tive.  At  Kellogg,  the  top  performer  on  our  list,  production 
man-hour  is  up  33%  since  1981.  Leading  brands  are  i 
continuing  to  build  and  buy  market  share.  Since  1986  Bon 

The  year  of  the  microwave. 
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Until  recently  Austin,  Minn. -based  Geo.  A.  Hormel  & 
Co.  was  best  known  for  its  labor  strife  and  its  Spam, 
the  butt  of  food  jokes  for  decades.  Now  $2.3-billion-a-year 
(revenues)  Hormel  is  emerging  as  the  industry's  leading 
new  product  innovator.  The  man  due  the  credit:  the  chair- 
man and  chief  executive  officer,  Richard  Knowlton. 

In  a  year  when  microwave  products  proliferated,  Hor- 
mel's  stood  out.  The  company  introduced  Top  Shelf,  a  line 
of  vacuum-packed  microwave  entrees  that  stay  fresh  with- 
out refrigeration  for  18  months — the  food-processing 
equivalent  of  putting  a  man  on  the  moon.  The  14-product 
line  is  in  six  markets  and  will  be  rolled  out  nationally 
during  1988,  supported  by  a  $20  million  advertising  and 
promotion  campaign,  Hormel's  largest  ever.  Knowlton 
reckons  the  $1.69  to  $3.59  entrees,  including  roast  beef, 
chicken  and  lasagna,  will  have  $200  million  in  annual 
sales  by  1991.  He  may  be  understating  it. 

How  did  Hormel  get  to  the  market  first  with  a  shelf- 
stable  entree?  Answers  Knowlton:  "We  started  four  years 
ago.  I  swallowed  hard  for  a  company  this  size  and  spent 
$1.1  million  for  two  pieces  of  equipment  to  do  the  re- 
search. We  were  betting.  Strategically,  we  wanted  to  tap 
the  microwave  market,  and  we  knew  we  had  to  be  bold." 

In  all,  Hormel  launched  134  new  products  in  the  18 
months  ended  in  October.  Some  are  already  clear  winners 
and  others  are  still  in  test  markets.  But  none  of  the  new 
crop  so  far  has  flopped  and  been  withdrawn — an  amazing 
feat  in  an  industry  where  the  costs  of  establishing  a  new 
product  are  high  and  the  failure  rates  daunting.  Yet  Knowl- 
ton expects  the  next  18  months  to  be  just  as  productive. 

On  the  factory  floor,  Hormel  has  also  taken  the  lead  in 
automation.  Says  Knowlton:  "We  must  move  out  of  areas 
of  our  business  that  are  labor-intensive.  We  must  be  the 
technological  leader  in  the  industry." 


James  Schnrpt'Vt'hcclcr  Picture* 
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Vital  Technologies 

Parker  makes  ma/oi 

aviation  and  industry 


Whether  you're  landing  a  jumbo  jet  or  pumping 
and  measuring  milliliters  of  fluid,  the  principle  is 
still  the  same.  You  need  reliable  power  and  precise 
control. 

That's  Parker's  business.  We  provide  the  vital 
technologies  for  motion  control  that  enable  machines 
of  all  kinds  to  perform  efficiently  and  reliably. 

The  first  quarter  of  this  fiscal  year  was 
highlighted  by  some  outstanding  achievements  for 
Parker,  including  these  headlines: 


Supplier  for 
the  C-17 
into  the 
21st 
Century. 


• —     'S', 


The  new  McDonnell  Douglas  C-17  airlifter  will 
fly  with  Parker  supplying  all  primary  flight 
controls.  We're  looking  forward  to  designing  and 
supplying  the  components  for  the  18  different 
control  surfaces  on  the  C-17. 

New  ATF  Contract 

Parker  will  supply  all  primary  flight  controls  for 
the  U.S.  Air  Force  Advanced  Tactical  Fighter  (ATF). 
This  contract  solidly  positions  Parker  for  the  future 
as  it  offers  a  significant  opportunity  for  involvement 


with  the  next  generation  of  military  aircraft. 
Aviation  and  space  markets  are  familiar 
territory,  producing  over  $553  million  in  Parkeii 
sales  during  the  past  year.  That's  an  increase  of  j 
approximately  21%  over  the  previous  year. 
Aerospace  and  marine  sales  represented  29%  ol 
Parker's  $1.9  billion  net  sales.  This  successful 
participation  in  ongoing  aviation  and  aep 

space  programs  reflects  a  mmm    strong  ty 

for  future  growth.  Currently,  mMt '      Parker 


iMui*'/"  '!%'.'„  J'' 


supplying  components  and  systems  for  every  m 
commercial  and  military  aircraft  and  engine 
program. 

Broadly-based 
Industrial  Order 
Increase. 

In  the  domestic  industrial  business,  includi: 
acquisitions,  Parker  experienced  a  30%  increasi 
orders  and  an  18%  increase  in  overall  sales  for  t 


pdate: 
dvances  in 


quarter.  This  increase  covered  all 
strial  product  lines  signaling  a 
iificant  upturn  in  a  market  segment 
:h  had  been  flat  for  a  prolonged 
3d  of  time. 

Part  of  the  reason  for  all  this 
news  is  the  Parker  tradition 
oduct-line  leadership, 
le  following  table 
rates, 


a  major  portion  of 
Parker  sales  is  produced  in 
lines  where  the  Company 
holds  a  leading 
competitive  position. 
The  combination  of  our  innovative 
motion  control  expertise -with  other  new, 
technology -oriented  acquisitions  assures 
Parker  of  continued  growth  in  industrial, 
automotive,  aviation,  space  and  marine  markets. 


Product  Line  Leadership 

irker  Ranks  No.  1,  2,  or  3  in  148  Product 
ines,  Representing  80%  of  Sales 


roduct 
ines 

Rank 

Percent 
of  Sales 

1 

No.  1 

51% 

)  • 

No.  2 

21% 

7 

No.  3 

9% 

Financial  Highlights 

( 1st  quarter  ending  9/30/87) 

Sales  rose  12.2%  to  $498.5  million,  from 
$444.3  million  in  the  corresponding  quarter 
last  year.  Net  income  reached  $21.8  million 
compared  to  $18.9  million,  for  an  increase  of 
15.4%  over  last  year. 
Per  share  earnings  increased  from  $.41  to  $.48 

A  regular  quarterly  cash  dividend  of  $.20 
per  share  of  common  stock  was  declared  pay- 
able Dec.  4  to  shareholders  of  record  as  of 
Nov.  18. 

This  is  Parker's  150th  consecutive 
quarterly  dividend. 

Sales  for  fiscal  1987  ending  June  30  were 
$1.88  billion,  with  net  income  of  $85.2  million. 


For  more  information,  write  Parker  Hannifin 
Corporation,  Dept.  FB-8,  17325  Euclid  Avenue, 
Cleveland,  Ohio  44112-1290.  (PH-NYSE) 


Parker 


Vital  technologies  for  today  and  tomorrow. 


Higher  yield, 

liquidity 
and  low  risk: 


12% 


Monthly  Average  Yields 


Twentieth  Century  U.S.  Governments 
Donoghue's  Money  Fund  Average'" ' 


1983 


1984 


1985 


1986 


1987 


Results  were  derived  from  information  by  Donoghues  Money  Fund  Report*  of  Holltston,  MA  01746 


Twentieth  Century 
US.  Governments 

. . .  offers  a  higher  yield  than  money  market 
funds  and  certificates  of  deposit  (CDs)  with 
similar  maturities,  without  the  substantial 
market  price  risks  associated  with  long-term 
bonds.  And  unlike  CDs,  you  have  ready  access 
to  your  investment  without  interest  penalty. 

Twentieth  Century  U.S.  Governments  is  a  short- 
maturity  bond  fund  that  invests  in  securities  of 
the  United  States  government  and  its  agencies. 
Share  price  and  yield  will  fluctuate. 

Find  out  more  about  U.S.  Governments 
and  our  family  of  11  no-load,  no-minimum 

mutual  funds. 

Call  toll-free:  1-800-345-2021 

Please  read  the  Prospectus  carefully  before 
investing. 


Please  send  a  free  Prospectus  to: 


Name 


Address 


City 


State 


ZIP 


No-Load,  No-Minimum  Mutual  Funds 

R(  v  Box  419200,  Kansas  (  itw  MO  64141-6200 


UK 


Counting  expected  Christmas 
1987  gifts,  some  70%  of 
American  families  now 
own  microwaves.  Only  42% 
of  families  have  dishwashers. 


has  doubled  its  share  of  the  pasta  ma 
ketto31%. 

Lately,  however,  cash-rich  food  pr 
cessors  have  begun  to  throw  mom 
into  potentially  margin-crimph 
marketing  battles.  As  the  industr> 
unhappy  granola  bar  experience  a  fe 
years  back  showed,  when  everyo: 
pursues  the  same  hot  idea,  no  oi 
wins.  "Now  there's  a  new  frozen  [ii 
cream]  bar  every  two  minutes,"  r 
marks  Thomas  Kully,  William  Bl 
&  Co.  food  analyst.  "It's  a  $1.5  billic 
category,  and  no  one  makes  muc 
money  on  it." 

Marketing  wars  explain  why  bran 
ed  food  packagers'  margins  (no 
4.3% )  have  not  widened  more  in  r 
cent  years  despite  low  farm  prices  ar 
tax  reform.  But  don't  expect  suicid 
competition.  Says  Prudential-Bad 
food  analyst  John  McMillin:  "You' 
dealing  with  a  consolidated  indust: 
run  by  rational  executives  with  6 
gopolistic  positions  that  lead  to  goc 
returns." 

The  most  noteworthy  new  produ 
activity  in  1987  was  in  microwa 
foods.  Counting  expected  Christm. 
1987  gifts,  some  70%  of  Americ 
families  now  own  microwaves.  On 
42%  have  dishwashers. 

Until  recently,  food  companies  d 
little  more  to  cater  to  the  microwa\ 
devotees  than  print  special  instru 
tions  on  wrappers  and  put  standai 
frozen  dinners  in  packages  that  cou 
be  used  in  the  microwave.  But  tl 
success  of  microwave  popcoi 
changed  that.  "We  said  to  ourselve 
'Gosh,  we'd  like  to  come  up  with  tr 
next  microwave  popcorn,' "  sa) 
Phyllis  Levy,  the  first  executive  dire 
tor  of  Campbell  Soup's  new  Mien 
wave  Institute. 

Through  the  first  11  months 
1987,  58  new  products  or  lines  wit 
the  word  microwave  in  their  nam* 
hit  the  market,  compared  with  21  i 
all  of  1986.  In  November  Campbe 
began  testing  Souper  Combo,  a  sou 
and  sandwich  combination  special] 
designed  for  the  microwave  an 
priced  at  $1.99  to  $2.49  each.  Moi 
new  products  turn  up  on  store  shelve 
almost  every  week.  ■ 
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This  kinetic  sculpture  of  turbine 
rotors,  ivhich  stands  in  front  of  the 
AEP  building,  was  designed  by 
John  Greenamyer 


''Discover  Columbus...  AEPdid. 


American  Electric  Power  delh  'ers  electricity  to  sei  en 
million  people  in  seven  East-Central  states.  Its  genera- 
tion and  transmission  system  is  the  nation  s  strongest 
and  most  reliable.  Its  headquarters — Columbus, 
Ohio — is  the  largest  city  •  it  sen  'es. 

W.S.  White.  "We  'i  'e  discoi  'ered  Columbus  and  made  it 
our  home.  It's  the  heart  of  our  service  area,  and  our 
entire  electric  generation  and  transmission  system 
is  controlled  from  our  new  state-of-the-art 
Center  downtown. 

"We've  been  impressed  with  Columbus— 
not  only  because  of  its  growth  and 
vitality,  but  also  because  of  the  broad 


DISCOVER 
COLUMBUS 


prii  ate  commitment  to  community  ■  assets  such  as  the 
arts,  theater,  ballet,  symphony,  opera  arid  fine  art. " 

White  has  added  his  own  commitment  to  the  com- 
munity— spearheading  a  highly  successful  I  uited  Way 
campaign  that,  in  1984,  helped  set  new  standards  for 
charitable  gii  i>  ig,  locally  •and)  uitiot  uilly : 

Discover  ways  that  you  may  invest  in  a  city 
that  is  readying  itself  for  the  21st  cent  my. 

Write:  Central  Ohio  Marketing  Council 

P.O.  Box  21  ~2  2 
Columbus,  Ohio  43221-0722 
Phone    1-800-341-4441 
In  Ohio:  1-614-222-8596 


HEALTH 


5-year  average 


Return  on  equity 


America  did  push  hospital  occupancies  up  1%  in  the  f , 
eight  months  of  1987,  the  first  such  gain  since  1983.  A  slidjj 
dollar  helped  firms  with  foreign  sales.  Overall,  1987  waq 
year  of  tentative  gains  that  the  companies  on  this  list  h«i 
will  continue  into  1988.  As  a  group,  they  registered  a  surpi 
ing  20%  return  on  equity  versus  the  13.6%  all-indus!j 
Diagnosis:  marginitis.  RX:  Cut  COStS  median— thanks  mostly  to  drugmakers'  strong  performam 

Unfortunately,  the  patient's  still  sick.  ?urmkg  l9*7  ^^}  c?v-  of  America  unloaded  104  n 

and  surburban  hospitals  through  an  employee  stock  owr| 
ship  plan,  paid  down  $900  million  in  debt,  halved  overhi 
and  opened  nine  psychiatric  hospitals.  Similarly,  Natiol 
Medical  Enterprises  is  dumping  seven  nonhospital  subsidy 
_Jjj2LJ  les  for  a  loss  of  $77  million  and  investing  some  of 

■■  proceeds  in  psychiatric  and  rehabilitation  facilities.  A  shajj 

CTjf '  out  among  health  maintenance  organizations  seems  inevj 

MMMJ^      ,!!t!~~~^t~„!!:        ^le — tne  number  of  plans  continues  to  grow  twice  as  faslf 

enrollment  in  the  plans.  Moreover,  premiums  increasi 
fail  to  cover  rising  operating  costs. 
Medical  supply  companies  had  a  better  year,  as  sales  r\ 
Michael  Fritz  more  than  14%  over  1986  levels.  One  reason:  increas 
L demand  for  specialty  and  diagnostic  products  like  AIDS- 

N'o  sector  of  the  economy  has  been  hit  harder  by      drug-testing  kits.  Expanding  diagnostics  sales  buoyed  ea 
tightening  federal  cost  controls  than  health  care,  and      ings  for  Abbott  Laboratories  and  Becton  Dickinson.  Seekl 
1987  brought  more  of  the  margin  pressure  that  these      to  cash  in  on  the  growing  home-care  market,  Baxter  Travef 
firms  have  learned  to  live  with  in  recent  years.  Pharmaceuti-      (soon  to  be  Baxter  International)  paid  $550  million  to  acqi 
cal  companies  fared  well;  manufacturers  of  medical  equip-      Caremark,  its  largest  competitor.  Baxter  also  signed  an  agi 
ment  did  better  than  operators  of  hospitals  and  outpatient      ment  to  become  a  principal  systemwide  provider  of  labora 
clinics;  operators  of  health  maintenance  organizations  were      ry  supplies  to  the  Voluntary  Hospitals  of  America, 
the  hardest  hit  of  all.  Pharmaceutical  companies  were  by  far  the  best  perforr 

Mothballing  of  uneconomical  operations  and  the  graying  of      in  the  industry,  and  currency  gains  from  a  weak  dollar  heh] 


All-industry  medians 


Merck's  master  of  the  maze 


In  an  age  of  continued  consolidation  and  cost-cutting, 
the  ability  to  develop  and  market  new  high-margin 
products  consistently  is  the  key  to  success  in  this  indus 
try.  On  this  score,  Roy  Vagelos'  Merck  &.  Co.  stands  out  as 
the  most  innovative  company  in  one  of  the  country's 
toughest  businesses. 

Merck's  profits  have  ris- 
en 67%  since  1985,  to  an 
estimated  $902  million  in 
1987,  thanks  to  a  Vagelos- 
inspired  $530-million-plus 
annual  R&D  program,  the 
richest  in  the  industry,  and 
a  knack  for  guiding  prod- 
ucts through  the  regulatory 
approval  process. 

In  contrast  to  rivals  like 
American  Home  Products 
and  Marion  Labs,  which 
have  sales  driven  by  prod- 
ucts from  outside  licensing 
agreements,  six  of  the  eight 
new  products  Merck  has 
launched  in  the  past  two 
yean  were  discovered  and 
developed  m-house.  That 
includes  such  blockbusters 
as  Vasotec,  for  reducing 
high  blood  pressure,  and 
Mevacor,  for  lowering  cho- 
lesterol.      While      licensed 


products  can  be  extremely  profitable,  home-grown  prod 
ucts  typically  enjoy  net  margins  8%  to  10%  higher. 

Merck's  ability  to  negotiate  through  Washington's  bu 
reaucracy  is  also  significant.  The  patent  extension  act  has 
helped  drugmakers  recoup  lost  patent  life  as  compounds 

move   through   the   FDA's 


Roy  Vagelos  of. Mark  s  G 


lengthy  approval  process. 
Neverthless,  delays  can  con- 
sume precious  lead  time  for 
building  market  share,  re- 
sulting in  the  loss  of  mil- 
lions of  dollars  in  sales. 
While  new  drug  applica- 
tions typically  wait  more 
than  30  months  for  approv 
al,  Merck's  average  is  less 
than  19  months,  the  best 
record  in  the  industry 

The   result:   By  keeping 
FDA   officials   closely   in 
formed  of  development  and 
test  results  and  by  arming 
itself  with  data  from  ex 
haustive      clinical      trials, 
Merck    won    approval    for. 
Mevacor  in  an  impressive 
9Vi  months.  Contrast  that 
with  the  nearly  four  years  it 
took  Bristol-Myers  to  win 
1986  approval  of  its  anti 
anxiety  drug,  BuSpar. 
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Quality  ?  & 
Innovation  ?  [Zf 


Ckjnpetitiveness  ?  gf 


TANDY  ANSWERS 
AMERICAS  CHALLENGE 


1  ndy  design  and  quality  control ...  (or  exceptional  reliability. 


'*%%0y 


Tandy  engineered  and  built . . .  another 
first  in  high-performance  audio/video. 


ly  28  ounces— 
2"  wide!  A 
eakthrough 

cellular 
hnology. 


~3ib 


America's  distribution  system  for  the 
products  of  technology. 


[^  World-Class  Product 

Development  &  Manufacturing 

Competitiveness  .  . .  inspires  the  winning  tradition,  achieved 
by  Tandy's  product  development  and  engineering  teams  in  cre- 
ating technological  breakthroughs  for  broad-based  markets 
. . .  markets  that  have  felt  Tandy's  technological  impact  in- 
clude: audio,  video,  telephony,  microcomputing,  magnetic  me- 
dia and  more  .  .  .  markets  with  a  growing  demand  that  Tandy 
has  met  by  opening  one  or  more  new  manufacturing  facilities 
each  year  for  the  past  1 5  years. 

Quality  .  .  .  drives  the  tradition  at  24  of  Tandy's  USA  plants  in 
California,  Illinois,  Iowa,  Missouri,  New  Jersey  North  Carolina, 
Texas  .  .  .  and  spreads  worldwide  to  our  five  plants  in  Korea, 
Taiwan  and  mainland  China. 

\£  Price /Performance  Breakthroughs 

Innovation  . .  .  fuels  Tandy's  tradition  of  price/performance 
breakthroughs  .  . .  created  by  our  own  research  and  design 
and  through  strategic  joint  development  efforts. 

Tandy  breakthroughs  span  the  spectrum  of  technology  firsts 
in  personal  computers,  digital  stereo,  weather  radios,  hand- 
held VHF  radios,  low-cost  cordless  phones  and  telephone 
answerers. 

Our  tradition  of  price-breakthrough  technology  continues  in 
1987  with  the  hand-held  cellular  phone,  audio/video  receiver, 
universal  remote  control,  and  386-based  personal  computer. 

\£  Unparalleled  Distribution  &  Marketing 

Radio  Shack,  The  Technology  Store,  is  America's  largest 
chain  of  electronics  retail  stores,  dealers  and  computer  cen- 
ters .  .  .  plus,  Tandy's  other  distribution  channels  include  lead- 
ing retailers,  manufacturers  and  businesses. 

After-sale  support  and  service  is  unequaled  in  the  industry 
and  cited  by  our  customers  as  a  major  advantage  of  buying 
Tandy  quality  products. 

Whether  Tandy  is  supplying  the  automotive  industry  ...  the 
telecommunications  industry  ...  or  the  home  consumer . . . 
America  can  depend  on  .  . . 

Quality. . .  Innovation . . .  Competitiveness. . .  it's  America's 
Challenge.. . it's  Tandy's  Tradition! 


rANDY  AMERICA'S  TECHNOLOGY 
CORPORATION  ANSWER  ••••% 


HEALTH 


lift  earnings  20%  over  1986  levels  on  a  12%  increase  in  sal 
New  drugs,  needed  to  offset  competition  from  generics,  cl 

tnbuted  little.  One  exception:  Merck's  Mevacor,  a  druj 


. 

1UWCI  Cil 

sales  in 
vase,  a  1 

uiesie 
1988. 
slood 

iui  icveis,  is  iiKtiy  to  generate  jouu  mnnoi 
Another  is  Genentech's  bioengineered  A 
clot  dissolver  for  heart  attack  victims. 

expected 

to  have  $200  million 

in  sales  this  year.  ■ 

Profitability 

Growth 

Return 

on  equity 

Sales 

Earnings  per  share 

%in 

latest 

debt 

as     net 

latest 

latest 

— segment — 

5-year 

12 

%of 

profit 

5-year 

12 

5-year      12 

earnil 

Company 

sales/profits 

rank 

average 

months 

equity      margin 

rank 

average 

months 

rank 

average    months 

stabil 

Drugs 

American  Home  Prod 

60/na 

1 

34.4% 

35.0% 

1.7% 

20 

2.5% 

2.5% 

12 

10.0%       10.9% 

very  fl| 

Abbott  Laboratories 

54/72 

2 

27.8 

34.0 

14.6 

14.3 

11 

9.7 

14.0 

4 

18.1          19.5 

very  lE 

SmithKline  Beckman 

73/» 

3 

25.8 

52.0 

54.6 

13.8 

9 

10.5 

16.0 

16 

4.6          62.8 

very  rl 

Rorer  Group 

•/• 

4 

24.8 

6.5 

113.8 

2.8 

8 

11.5 

35.5 

6 

17.6       -82.0 

aver;BI 

Bristol-Myers 

69/75 

5 

23.8 

24.2 

5.6 

3.9 

12 

6.9 

10.7 

8 

13.0          19.4 

veryrl 

Cardinal  Distribution 

64/83 

6 

23.3 

11.3 

115.4 

0.8 

5 

23.9 

31.4 

5 

17.7       -15.2 

very  rl 

Eli  Lilly 

na/na 

7 

23.0 

22.5 

12.6 

15.7 

15 

5.2 

12.2 

11 

10.4          10.8 

very  r 

Marion  Laboratories 

•/• 

8 

22.1 

41.1 

0.0 

17.3 

3 

26.7 

47.3 

1 

46.5         129.5 

very  1 

Merck 

•/• 

9 

21.8 

32.9 

5.8 

17.6 

13 

6.6 

22.3 

9 

12.0         36.0 

very  r 

Pfizer 

60/NA 

10 

21.3 

20.3 

6.7 

14.8 

14 

6.1 

10.0 

3 

20.1           10.8 

very  f 

Bindley  Western  Inds 

•/• 

11 

20.3 

11.5 

119.9 

0.5 

6 

12.4 

41.9 

7 

16.9        -14.1 

very  1 

Squibb 

85/« 

12 

18.9 

56.6 

4.8 

29.9 

18 

4.3 

-4.9 

2 

25.2        201.6 

tug 

Johnson  &  Johnson 

25/a 

13 

17.3 

27.1 

8.1 

9.9 

16 

4.8 

11.8 

20 

-2.5        121.5 

very  1 

Bergen  Brunswig 

na/na 

14 

17.2 

8.9 

109.5 

0.5 

1 

28.8 

10.1 

14 

8.5        -22.7 

hig 

Upjohn 

82/a 

15 

16.6 

28.9 

25.7 

12.1 

19 

3.8 

11.5 

13 

8.6         46.5 

aver. 

Sterling  Drug 

35/na 

16 

15.6 

19.7 

21.7 

8.5 

21 

1.2 

15.4 

17 

3.1          57.7 

lov 

Schering-Plough 

65/72 

17 

14.4 

24.5 

12.1 

11.4 

17 

4.7 

15.3 

15 

4.8          46.4 

hig 

Durr-Fillauer 

57/51 

18 

13.5 

11.0 

63.6 

1.2 

4 

26.6 

8.4 

10 

10.5         -1.2 

very  f 

McKesson 

72/51 

19 

12.4 

11.7 

53.8 

1.3 

10 

10.3 

1.2 

19 

-0.2         -0.5 

very  J 

Warner-Lambert 

66/53 

20 

12.1 

31.6 

29  3 

8.4 

23 

-1.3 

10.9 

NM           D-P 

NA 

American  Cyanamid 

38/52 

21 

10.6 

18.6 

31.0 

6.5 

22 

1.1 

8.9 

18 

1.4        100.6 

very  1/ 

National  Intergroup 

44/14 

22 

def 

def 

62.1 

def 

24 

-1.3 

15.8 

NM          D-D 

NA 

AH  Robins 

84/« 

23 

deftt 

176.4 

32.0 

10.4 

7 

12.3 

8.7 

NM           19.7 

NN 

Alco  Health  Services 

74/NA 

NA 

14.1 

74.2 

1.0 

2 

27.6 

34.8 

NA          15.8 

m 

Medians 

18.9 

23.4 

27.5 

9.2 

6.7 

12.0 

10.0          19.4 

Medical  supplies 

Abbott  Laboratories 

46/28 

1 

27.8% 

34.0% 

14.6% 

7 

9.7% 

14.0% 

2 

18.1%       19.5% 

very  h 

SmithKline  Beckman 

27/8 

2 

25.8 

52.0 

54.6 

13  8 

5 

10.5 

16.0 

8 

4.6          62.8 

very  h 

CR  Bard 

•/• 

3 

19.2 

22.3 

10. 1 

9.6 

6 

9.9 

17.5 

3 

16.5            2.5 

very  h 

Hillenbrand  Inds 

42/51 

4 

17.7 

23.8 

39.9 

7.9 

4 

11.1 

14.8 

5 

10.0         57.2 

hig! 

Johnson  &  Johnson 

32/dp 

5 

17.3 

27.1 

8.1 

9.9 

9 

4.8 

11.8 

10 

-2.5        121.5 

very  1 

Bausch  &  Lomb 

81/84 

6 

16.6 

16.6 

32.0 

10.1 

8 

5.2 

22.1 

I 

35.9           12.5 

very  h 

Baxter  International 

•/• 

7 

14.2 

8.2 

43.9 

4.8 

3 

24.0 

21.5 

9 

-1.1        -40.8 

very  1 

Durr  -Fillauer 

34/44 

8 

13.5 

11.0 

63.6 

1.2 

2 

26.6 

8.4 

4 

10.5          -1.2 

very  blj 

Hi  i  ton  Dickinson 

89/87 

9 

11.9 

17.4 

48.7 

9.0 

10 

3.3 

20.6 

6 

8.6          30.5 

lovfl 

Coming  (.l.iss  Works 

25/29 

10 

9.5 

11.4 

28.7 

8.1 

11 

3.0 

9.0 

7 

8.0          -8.0 

lov# 

Henley  Croup 

25/75 

NA 

def 

20.6 

del 

1 

30.7 

8.8 

NA           NA 

N»| 

Medians 

16.9 

17.4 

32.0 

9.0 

9.9 

14.8 

9.3          16.0 

Health  care  services 

us  Healthcare 

•/• 

1 

43.1% 

21.7% 

0  0%        7.6% 

1 

80.9%   t 

19.6% 

1 

158.0%*    56.6% 

higl 

artei  Medical 

•/• 

2 

33.6 

23.3 

217.8 

6.4 

7 

23.4 

22.0 

3 

28.0          14.2 

very  b    ( 

una 

89/» 

3 

27.0 

20.2 

122.3 

6.5 

9 

13.8 

8.9 

8 

^3.1        232.1 

very  I 

■  are 

81/82 

4 

26.5 

22.7 

170  4 

8.4 

3 

33.1 

4.5 

2 

30.5          10.3 

very  h    ► 

Health 

•/• 

5 

24.5t 

def 

238.8 

def 

2 

68.9 

157.8 

4 

15.5$         P-D 

very  I    | 

N.r                   'ujI 

•/• 

6 

16.9 

7.1 

153.0 

2.3 

5 

27.4 

-5.5 

6 

7.1        -25.0 

iov.    1 

•/• 

7 

15.8 

8.2 

143.8 

3.4 

8 

16.8 

5.4 

7 

6.7        -24.0 

lov»    I 

Am.                    'cal 

•/• 

8 

14.5 

12.3 

1 89  B 

4.1 

6 

23.6 

8.6 

NM           D-P 

N1V 

•/• 

9 

12.3 

def 

180.0 

def 
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The  Privileged  Clie 

T         ~      NTS. 


H 


The  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

to  that  end.  we  offer  the  invest- 
ment management  expertise  of  our 
subsidiary,  Boston  Safe  Deposit 
and  Trust  Company* 

Over  the  past  five  years,  we've 
performed  well  by  standard  indus- 
try indices.  Still,  our  reputation 
has  been  built  by  professionals  who 
know  it's  gauging  performance 
-against  personal  objectives  that 
really  counts. 

if  you're  a  financially  successful 
individual  desiring  the  highest 
possible  level  of  personal  service. 

CONTACT  US  AT  1-80OCALL  BOS 
(1-800-225-5267  Ext.  341). 

And  enjoy  the  advantages  of 
being  a  privileged  client. 

'Certain  products  may  not  be  available  in  all  states. 


THE  BOSTON  COMPANY 

Boston  Sate  Deposit  and  Trust  Company 


lotwm  W*ujm 


D 


iscover  powerful  new 

communications  tools  for  business 

wherever  Meridian*  business  services 

are  offered  by  your  local  phone  company. 


x>      ' 


- 


llBM 


/ 


CONNECTIVE 


8( 


3CE 


"Smart"  phones  that 
help  you  work  more  efficiently.  Data 
connections  that  improve  your  infor- 
mation management.  Communications 
that  position  your  business  for  a  future 
where  sharing  voice,  data,  text  and 
image  is  as  easy  as  using  a  phone. 


rtf 


northern 
telecom 


.*/ 


J 


«f 


dia 


NETWORKING 


HEAVY  EQUIPMENT 


For  some,  the  ships  have  come  in.  For  others, 
it's  rough  sailing  ahead. 


5-year  average 

Return  on  equity 

s 

*■!                              ■■! 

Insignificant  1     1     11     II     II     11     11     11 

Earnings  per  share 

■Htti^H                             h  All-industry  medians  l 

By  John  Merwin 


Where  the  44  companies  on  this  list  stand  this  year 
largely  depends  on  where  they  sit. 
Take  machine  tool  makers,  such  as  Cincinnati 
Milacron.  It  sits  smack  in  the  middle  of  an  invasion  of  foreign 
toolmakers,  which  have  captured  52%  of  its  traditional  mar- 
kets, especially  less  sophisticated  lower-end  tools. 


By  contrast,  earth-moving  equipment  maker  Caterpill;  j| 
sitting  pretty.  A  sinking  dollar  on  top  of  its  own  ferocij 
efforts  to  cut  costs  has  helped  the  company  stay  competi  it 
with  Japanese  manufacturers  like  Komatsu,  Ltd.,  and  that  u 
helped  third-quarter  sales,  both  domestic  and  foreign,  f, 
23%  over  third-quarter  1986  levels.  What's  more,  in  sp:» 
Congress  authorized  $69  billion  in  highway  funds.  Adm 
that  recent  15%  increases  in  state  and  local  road-buik  a 
outlays,  and  Caterpillar's  prospects  are  looking  brighter.  1 

In  between  these  extremes  sit  companies  like  Coopera 
dustries  and  Deere.  Cooper,  which  once  earned  nearly  ta 
thirds  of  its  operating  profits  from  oil  equipment,  is  capites 
ing  on  a  well-timed — and  profitable — metamorphosis  intta 
electrical  products  maker.  By  contrast,  Deere  stuck  witta 
core  business,  cutting  costs  while  it  waited  out  the  farm  b 
With  a  little  luck  this  year,  Deere's  patience  may  pay 
Department  of  Agriculture  surveys  show  that  in  1987  e 
mated  farm  net  income — aided  by  sharply  lower  expenses 
rising  subsidies— rose  for  the  third  straight  year.  Long 
pressed  land  values  have  begun  rising,  and  farm  debt  has  b 
paid  down  sharply.  For  Deere,  brighter  days  lie  ahead. 

Construction  equipment  makers  in  general  had  a  be 
1987  than  expected,  helped  by  the  carryover  from  a  1 
minute  shot  of  tax  shelter  money  in  1986.  Robust  fede 
state  and  local  road-building  programs  make  1988  look  pot 
tially  as  good  as  1987.  "But  remember,  this  is  an  elect 
year,"  says  Frank  Manfredi,  publisher  of  Machinery  Outk\ 
"That  complicates  the  issue  for  these  companies.  Persona 
I  think  Congress  and  the  President  will  spend  quite  a  bi 
money  on  public  works,  which  will  fuel  demand  for  consti 
tion  equipment."  ■ 
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Think  small  and  grow 

Kc% 

in  HoranPicli 

irt  Group 

|  nnovation  is  nothing  new  at  ITW  (Illinois  Tool  Works). 
1 1  The  75-year-old  Chicago  maker  of  industrial  products 

md  consumables  holds  a  remarkable  1,400  active  patents. 

'  n  the  1920s  ITW  patented  the  lock  washer,  in  the  1930s 

,,Jf      H 

he  self -tapping  screw,  and  in  the  1950s  its  single  most 

wofitable  product,  the  plastic  collar  for  six-packs. 

How  does  ITW  do  it?  Two  ways.  First,  by  having  the  guts 

lyT  '         ^H 

;  o  take  a  lot  of  chances.  "We  make  a  lot  of  mistakes,"  says 

chairman  John  Nichols.  "It's  a  way  of  life  around  here." 

Hf 

Jecond,  by  thinking  small  and  producing  thousands  of 

'  products.  ITW's  $1.7  billion  in  sales  stem  from  roughly  75 

jperating  divisions,  most  of  which  generate  only  $15  mil- 

ion  to  $25  million  in  sales.  "We  live  on  small  ideas,"  says 

l9m  4B 

Nichols.  "We're  excited  about  an  idea  that  might  sell  only 

^1 

'  525,000.  But  small  ideas  get  lost  with  size.  In  a  $200 

rhllion  division,  you've  got  to  come  up  with  $2  million 

deas." 

■7 

Sixteen  months  ago  ITW  broke  its  conservative  tradi- 

'  ion  and  paid  $524  million  for  Signode  Industries,  maker  of 

:  )lastic  and  steel  strapping  used  to  bundle  anything  from 

:  umber  to  magazines.  Nichols  promptly  began  to  break 

Signode  down  into  smaller  units.  Already  some  20  new 

Products  have  sprung  out  of  the  combination.  Through 

September,  ITW's  earnings  per  share  were  up  51%,  to 
1 51.54,  a  sound  endorsement  for  small  but  innovative 

John  Nichols  of  ITW 

'  :hinking. 
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INDUSTRIAL  AND 
OFFICE  SERVICES 


How  to  make  money  off  the 
companies  trying  to  save  money 


5-year  average 
Return  on  equity 

Sales 

^■■■■U  | 

,'"111111.1 

Earnings  per  share 

^KfiJM                                ■  All-industry  medians  1 

By  Jason  Zweig 


I  ike  the  Egyptian  plover,  a  bird  that  rides  on  the  backs  of 
-rhinoceroses  and  picks  off  the  fleas,  the  companies  in 
I  this  group  are  symbiotically  feeding  on  corporate  Amer- 
ica's push  to  reduce  operating  costs.  Companies  in  this  sector 
do  everything  from  supplying  temporary  employees  to  servic- 
ing airline  kitchens  to  killing  termites.  During  1987  their 


overall  revenues  grew  14%,  nearly  twice  the  average  fori 
industry  as  a  whole. 

To  serve  the  clients'  needs,  some  of  these  firms  diversf 
to  the  point  of  near  confusion  in  1987.  PHH  Group,  ahead 
property  management,  fuel  credit  card  management  andl 
porate  aircraft  services,  took  over  Avis'  small  fleet-le/ 
operations.  Esselte  Business  Systems,  a  maker  and  marlJ 
of  office  products,  acquired  a  Belgian  manufacturer  of  (I 


"We  service  everything" 


In  1982  Ogden  Corp.  of  New  York  City  resembled  noth- 
ing so  much  as  a  corporate  kitchen  sink,  filled  with 
everything  from  shipbuilding  and  machine  tools  to  scrap 
metal  and  even  the  pro- 
cessing of  Italian  food.  By 
the  end  of  1987  Ogden  had 
been  transformed  beyond 
recognition  into  a  100% 
offices  and  industrial  ser- 
vices company.  Under 
Chairman  and  Chief  Exec- 
utive Officer  Ralph  Ab- 
lon,  who  orchestrated  one 
of  the  most  complete  and 
successful  business  re- 
structurings of  recent 
times,  Ogden  now  con- 
verts solid  waste  to  ener- 
gy, cleans  up  toxic  waste 
and  provides  maintenance 
services  for  buildings  and 
airports.  "We  can  service 
absolutely  everything," 
Ablon  declares.  "The  end 
is  cost-cutting,  and  we 
don't  just  sell  the  means 
to  the  end.  We  sell  the  end 
itself." 

In  1987  Ablon  moved 
his  reborn  company  ag- 
gressively   into    a    high- 


stakes  new  field  that  promises  big  returns  over  the  lor 
term:  converting  municipal  waste  to  steam  and  electricit| 
With  more  and  more  communities  now  banning  landfill" 

even  as  the  amount  of  sc 
id  waste  swells  by  at  lea*] 
3%  annually,  there 
growing  demand  fd 
waste-burning  facilities  \ 
the  sort  Ogden  desij 
and  operates. 

Capital  costs  for  the^ 
plants  are  initially  higH 
but  once  up  and  runninjl 
such  facilities  can  returj 
a  steady  river  of  cash  fc| 
up    to    four    decades. 
1987  Ogden  landed  col 
tracts      for      five      sue 
plants,  for  a  total  of  $86 
million.  One-third  of  Oj 
den's    net    income    ($5j 
million  in   1987)  alreac 
comes  from  waste-to-er 
ergy    projects — up    fror 


1%   two  yea 
further 


u 


less  than 

ago — and 

creases  are  certain  in 

years   to   come.    A   lor 

way  indeed  from  sellinl 

scrap   metal  and  canne 

minestrone. 
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ERNITY  QUEBEC,  CANADA  POP  1,117 
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FROM  HERE  TO  ETERNITY 
IN  EIGHTEEN  SECONDS. 


NEW  YORK,  10:30  A.M. 


Sharp's  new  fax  expands 
)ur  business  world  by  bringing 
closer  together,  no  matter 
tiere  you  are. 

Because  where  there's  a 
none,  there's  a  way.  Even  in 
olated  Eternity  (pop. 
117),  where  some 
isinessmen  claim 
ley're  so  backwoods 
iat  sunshine  has  to  be 
ixed  in. 


INTRODUCING 

SHARPS  NEW FO-210 

FAX  MACHINE. 

Within  seconds,  the  Fax 
FO-210  transmits  copies  of  let- 
ters, diagrams,  charts,  virtually 
anything  you  can  put  on  paper, 
to  one  office  or  a  hundred.  It 
includes  a  full  featured  built-in 
phone.  And  it's  the  only  fax  in 
its  class  that  can  send  clear  cop- 
ies of  photos  around  the  world. 

Once  you've  used  it, 
you'll  find  that  the  FO-210  is 
just  as  basic  to  your  office  as  a 
typewriter  or  copier. 

No  matter  what  your 
business  needs-from  automatic 
dialing  to  storing  and  forward- 
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ing— there's  a  full  line  of  fac- 
simile machines  at  Sharp,  the 
fastest  growing  fax  company  in 
the  industry. 

For  more  information  on 

the  worldly  FO-210. 

call  1-800-BE-SHARR 


FO-150  (Case  optional) 


FO-620 


FO-640 


FO-3200 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


INDUSTRIAL  AND 
OFFICE  SERVICES 


puter  paper  and  a  maker  of  staplers  in  Spain. 

But  many  of  the  best  performers  in  the  group  needed  no 
such  bulking  up  to  stand  out  from  the  crowd.  Commerce 
Clearing  House,  Inc.,  which  publishes  federal  tax  guides, 
prepares  tax  returns  by  computer  and  assists  lawyers  in  filing 
corporate  documents,  added  record  sales  and  earnings  to  its 
number  one  ranking  in  return  on  equity.  And  at  H&.R  Block, 
the  nation's  largest  preparer  of  tax  returns,  revenues  rose  14% 
and  earnings  per  share  20% .  Atlanta-based  Rollins  Inc.  posted 
record  sales  and  profits  for  the  seventh  straight  quarter,  as  its 
Orkin  unit  expanded  from  a  largely  residential  base  of  lawn 
care  and  pest  control  operations  to  include  more  commercial 


clients.  Laidlaw  Industries,  Inc.  grew  150%  over  the  last 
months.  Sales  were  powered  in  large  part  by  the  1986  acquiJ 
tion  of  GSX  Corp.,  a  waste  services  company,  which  doubl| 
Laidlaw's  revenue  base. 

Processing  solid  and  toxic  waste  continued  to  offer  en(j 
mous  growth  possibilities,  but  two  companies  nonethele 
stumbled  badly.  The  U.S.  Justice  Department  hit  units 
Browning-Ferris  Industries  and  Waste  Management,  Inc.  wil 
a  $1  million  fine  each,  for  conspiring  to  fix  prices  and  stijj 
competition.  The  fines  could  hinder  the  firms'  operations  f 
several  states  that  are  empowered  to  prohibit  the  granting  I 
public  contracts  to  companies  found  guilty  of  felonies. 

On  balance,  this  much  seems  clear:  Unless  a  severe  rec^ 
sion  hits  in  1988,  the  imperative  to  keep  cutting  costs 
keep  this  sector  thriving.  Yet  if  the  economy  goes  into  a  stej 
decline,  which  at  present  seems  unlikely,  investors  in  the 
stocks  had  better  watch  out:  Rhinos  can  shake  off  th4 
plovers  and  lumber  along  without  them.  ■ 
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•/• 

2 

22.7 

22.5 
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Profits  were  up,  stock  prices  were  down, 
and  troubles  loomed  everywhere. 


By  Jill  Andresky 


urn  on  equity 


12.8 


II 

IB 


Even  when  times  are  good,  as  they  have  been  for  the  past 
two  years,  these  companies  can't  get  any  respect,  at  least 
from  investors.  Led  by  a  continued  rebound  in  the  property- 
casualty  market,  insurers  earned  profit  margins  that  were 
22%  higher  than  the  Forbes  all-industry  median.  But  long 
before  October's  Black  Monday,  their  stocks  were  trading  at 
bargain-basement  prices. 

For  life  insurers,  AIDS  was  the  big  problem.  Although 
profit  and  sales  growth  were  strong  in  1987,  investors  quaked 
at  estimates  that  health  care  costs  for  AIDS  victims  could 
reach  $20  billion  annually  by  the  1990s.  Estimates  based  on 
existing  life  insurance  policies  alone  suggest  that  AIDS-relat- 
ed  deaths  will  account  for  over  10%  of  total  life  insurance 
claims  by  the  mid-1990s. 

The  largest  insurers  banded  together  into  an  industry 
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%  or  more  DD:  Segment  deficit,  total  deficit.  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  D-P:  Deficit  to 
it  P-D:  Profit  to  deficit  def:  Deficit.  NA:  Not  available.  NE:  Negative  equity.  NM:  Not  meaningful.  tFour-year  average.  JFour-year  growth.  ttThree- 
average.    +4Three-year  growth.    For  further  explanation,  see  page  65- 
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"At  ITV  Aircraft  Products  Group,  we  are  very  forward  looking  in  product  technology 

willing  to  aggressively  invest  in  the  future,"  states  Gordon  L.  Williams,  President, 
lilitary  Aircraft  Division.  "That's  why,  over  the  past  five  years,  annual  sales  have  more  than 
)ubled  while  operating  income  has  more  than  tripled." 

How  are  they  doing  it?  With  a  computer  integrated  manufacturing  system.  One  that 
igital  helped  plan,  design,  implement  and  support. 

Says  Williams,  "With  our  growth  posture,  we  need  a  way  to  quickly  move  information 
irougn  the  organization  from  the  factory  floor  and  to  the  executive  office.  With  Digital's  net- 
ork,  we  can  share  a  phenomenal  amount  of  information  at  an  equally  phenomenal  speed." 


"Computer  integrated 
manufecturing  that  lets 
productivity  soar  at  twice 
the  industry  average  for 
LTV  Aircraft  Products." 


"What's  more,  Digital  plays  a  major  role  in  our  plans  for  future  growth,"  remarks 
Williams.  "New equipment  is  easy  to  add,  and  software  is  available  or  easy  to  develop." 

"Most  important,  Digital's  people  are  willing  to  listen  and  make  recommendatioas. 
vlien  you  work  in  a  team  emironment,  that  kind  of  assistance  is  crucial."  He  adds,  "One 
iiingwe  never  hear  from  Digital  is.  Here's  our  solution,  why  don't  you  restructure  your 
>roblem?\" 

"It's  that  kind  of  teamwork  that  makes  productivity  at  LTV  Aircraft  Products  take  off." 

To  find  out  how  Digital  can  give  you  a  competitive  edge,  write 
>;gital  Equipment  Corporation,  200  Bilker  Avenue,  West  Concord, 
01742.  Or  call  your  local  Digital  sales  office. 
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Patient  insurer 


In  the  lexicon  of  remarkable  innovations, 
consider  the  achievement  of  John  Amos. 
The  63-year-old  founder  and  chief  executive 
of  Columbus,  Ga. -based  American  Family 
Corp.  took  a  product  that  was  controversial 
in  the  U.S.— cancer  insurance — redesigned 
it  and  in  1974  shipped  it  off  to  Japan,  a 
country  with  one  of  the  biggest,  most  well- 
entrenched  insurance  industries  anywhere. 
American  Family  has  now  emerged  as  one 
of  the  20  largest  insurers  in  Japan,  covering 
one  of  every  six  families.  Last  year  66%  of 
the  company's  revenues  and  70%  of  aftertax 
earnings  came  from  Japan. 

Amos'  strategy  is  simple:  "Stick  to  niche  marketing  and 
you're  not  big  enough  to  scare  anyone.  Then  you've  got  to 
be  patient  as  Job  and  figure  out  how  to  do  things  the 
Japanese  way."  Back  in  the  Seventies  he  came  up  with  an 


idea  guaranteed  to  win  favor  with  the  Japa- 
nese Ministry  of  Finance:  Use  retired  Japa 
nese  workers  to  sell  his  product  to  their 
former  colleagues.  "Their  retirement  bene 
fits  weren't  good  enough  to  last  them  forev 
er,  so  American  Family  became  a  little  like 
their  social  security,"  he  recalls.  American 
Family  now  employs  about  10,500  mostly 
retired  Japanese  workers. 

Tragically,  Amos  himself  is  currently 
grappling  with  lung  cancer.  But  he  remains 
involved  in  company  affairs  and  has  devot 
ed  himself  in  recent  weeks  to  preparing 
American  Family's  listing  on  the  Tokyo 
Stock  Exchange.  The  firm's  25.5%  return  on  equity  last 
year  led  the  major  U.S.  life  insurers,  thanks  to  favorable 
currency  translations  and  Amos'  decision  in  late  1986  to 
sell  most  of  his  Japanese  stockholdings. 
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5-year      12  %  of        profit 

average    months    equity      margin 
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Ethyl 

American  Natl  Ins 

Provident  Life  &  Ace 

Monarch  Capital 

Jefferson-Pilot 


29/26 

85/» 

•/• 

•/• 

•/• 


6 

7 

8 

9 

10 


16.1% 

15.0 

14.6 

13.9 

12.3 


20.1% 

14.2 

13.1 

15.0 

12.7 


60.8% 

0.2 

0.0 
14.8 

0.0 


11.4% 
22.7 

5.4 

2.6 
15.3 


18 
15 
12 
3 
16 


-2.0% 

4.5 
15.2 
48.9 

3.3 


4.6% 

7.5 
28.3 
88.4 

0.7 


11 
4 

12 
6 

14 


18.9% 

28.1 

18.0 

25.8 

12.1 


16.4% 

26.8 

0.9 

-12.2 

42.9 


high 
veryh. 
very  h; 

high 
avera; 


Integrated  Resources 
Life  Investors 
Business  Men's  Assur 
Equitable  of  Iowa 
USLife 


53/35 

•/86 
85/pd 
54/75 

•/• 


11 
12 
13 
14 
15 


11.6 

10.9 

9.1 

8.7 

8.5 


10.8 
9.1 

24.5 
7.3 
9.4 


157.5 

55.2 

7.3 

8.5 

27.8 


5.0 
2.5 
14.9 
3.8 
7.0 


4 
9 

13 
17 
14 


40.5 
18.6 

9.0 
-0.2 

5.6 


36.3 

37.1 

9.6 

9.4 

7.1 


8 
13 


NM 
21.5 
NM 
16.2 
NM 


500.0  + 

-9.9 

DP 
-49.8 

-0.9 


NM 
high 
NM 
averaj 
NM 


No'westem  Natl  Life 
Washington  National 
Kaufman  &  Broad 
Pnmenca 
UNUM  Corp 


•/• 

•/• 

52/55 

40/39 

•/• 


16 
17 
18 
19 


8.3 
7.2 
6.5 
6.5 
NA 


12.2 
6.5 
18.8 
18.9 
NA 


18.6 

1.2 

212.1 

141.3 

0.0 


3.6 
3.6 
4.0 
6.3 
4.8 


2 
19 

8 
20 
11 


50.5 
-5.7 
19.4 
-7.0 
16.8 


15.8 

26.1 

35.9 

-21.7 

2.5 


9 

16 
3 
5 


20.9 
1.2 
37.6« 
27.0M 
NA 


1.0 

-23.8 

54.5 

22.6 

NA 


averaj 

very  k 

high 

veryh) 

NA 


Medians 


12.3 


14.2 


16.7 


5.7 


17.4 


14.0 


20.4 


5.0 


Property  and  casualty 

Geico  •/• 

Progressive  •/• 

Berkshire  Hathaway  •/• 

Hanover  Insurance  •/• 

Foremost  Corp  of  Amer  84/59 


34.1% 

27.1 

172 

120 

11.9 


37.0% 
29.8 
8.6 
30.0 
15.9 


23.5% 
27.3 

2.7 

0.0 

7.9 


15.1% 
10.7 

8.8 

8.4 

8.2 


14.4% 

26.5 

33.3 

15.5 

15.0 


11.7% 

42.8 

21.3 

24.6 

-2.4 


33.0% 
44.2« 
46.0 
2.2 
-6.3 


14.5% 

3.1 

-60.2 

126.0 

147.8 


very  hi 

high 

high 

veryle 

averaj 


Chubb 

Ohio  Casualty 

Xerox 

USF&C 


77/63 
•/• 

24/NA 

•/87 


11.7 

11.2 

9.2 

8.0 


20.4 

18.7 

9.8 

12.2 


17.7 
0.0 

30.4 
6.3 


9.4 
7.3 
3.6 
4.4 


3 

10 

8 


17.5 
9.7 
9.2 

13.9 


26.0 
15.1 
13.6 
10.8 


5.6 

1.3 

-10.7 

NM 


84.8 

28.8 

2.6 

-12.2 


veryle 
veryle 

avera; 
NM 


St  Paul  Cos 

Fund 

'.  pnal 

up 


•  (.4 
•/• 
•/• 
•/• 


10 

11 

12 


7.2 
2.7 
def 
NA 


20.9 

22.6 

def 

19.5 


10.4 
21.7 
36.9 
76.0 


9.3 
8.5 
def 
6.5 


11 
12 

7 
13 


9.1 

5.4 
14.2 
^3.2 


8.9 
14.7 

5.3 
10.8 


NM 
NA 
NM 
NA 


71.8 
105.4 

D-D 
500.0  + 


NM 
NM 
NM 
NA 


Medians 


11.4 


19.5 


17.7 


8.4 


14.2 


13.6 


1.3 


28.8 


Industry  medians 


12.6 


15.9 


17.0 


6.5 


14.4 


12.5 


12.0 


16.9 


All-industrv  medians 


12.8 


13.6 


48.6 


4.3 


6.8 


8.3 


5.3 


13.9 


•901*  Segment  deficit,  total  deficit     DP:  Segment  deficit,  total  profit     PD:  Segment  pi  ofit,  total  deficit.     D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profi 

P-D:   Proht   io   dt-hu'     def:   Deficit     NA    Not   available     NE    Negative   eqult)      NM    Not   meaningful     tFour-year  average     JFouryear  growth.     t  •'•Three-yea 
average.     $$Thnte  ye.ir  growth     For  further  explanation,  see  page  65. 
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"We  won't  be  around  to  keep 
our  promises  to  current 
policyholders  and  our 
stockholders  if  we  can't 
accurately  assess  our  risks 
from  AIDS. " 


"CEO  Task  Force  on  AIDS"  to  plan 
concerted  lobbying  efforts,  mainly  in 
support  of  AIDS  testing.  In  New  York, 
Massachusetts  and  Texas  the  task 
force  helped  block  laws  this  year  that 
would  have  banned  screening  for  un- 
derwriting purposes.  Most  large  insur- 
ance companies  continued  to  avoid 
writing  new  policies  in  Washington, 
D.C.,  which  passed  such  a  law 
in  1986. 

Ian  Rolland,  chief  executive  of  Fort 
Wayne,  Ind. -based  Lincoln  National 
and  one  of  the  leaders  of  the  cam- 
paign, says  simply:  "We  won't  be 
around  to  keep  our  promises  to  cur- 
rent policyholders  and  our  stockhold- 
ers if  we  can't  accurately  assess  our 
risks  from  AIDS." 

As  if  AIDS  weren't  enough,  firms 
like  Lincoln  National  and  Cigna  have 
been  roiled  by  losses  in  their  group 
health  divisions.  The  problem:  Their 
health  maintenance  organizations 
have  proved  costlier  and  less  popular 
with  consumers  than  anticipated. 

With  property-and-casualty  insur- 
ers, investors  were  spooked  by  anoth- 
er worry:  cyclically.  Although  stock 
prices  didn't  reflect  it,  1987  was  in 
fact  a  very  good  year  for  property- 
casualty  firms. 

These  companies  won  a  multi- 
billion-dollar  tax  break  from  Con- 
gress, kept  policy  prices  high  and 
pushed  their  all-important  combined- 
loss  ratios  down  from  a  horrendous 
record-high  1 18  in  1984  to  near  break- 
even in  1987  at  104. 

That  meant  good  news  as  well  for 
firms  in  the  insurance  brokerage  in- 
dustry, whose  fortunes  tend  to  rise 
and  fall  with  policy  prices. 

Unfortunately,  high  prices  and  prof- 
its inevitably  attract  new  competi- 
tion, which  leads  to  price  wars,  lower 
profits  and,  in  the  past,  so-called  cash- 
flow underwriting  (selling  policies  at 
a  loss  in  the  hope  of  earning  offsetting 
investment  profits).  By  the  end  of 
1987,  price-discounting  had  already 
started. 

In  short,  1988  could  see  an  intensi- 
fying squeeze  on  margins  and  softer 
stock  prices  than  ever.  ■ 
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Not  just 

another 

pinstripe 

suit. 


Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


en 


MANAGEMENT 
RECRUITERS* 


When  a  401  (k)  plan  seems 
more  a  problem  than  a  benefit 

Establishing  and  main- 
taining a  401  (k)  plan  for 
your  employees  should 
be  a  readily  attainable 
goal. 

At  Scudder,  we  deliver 
effective  40 1(k)  programs  j 
which  feature  no-load 
mutual  funds.  We  under- 
stand the  retirement 
planning  needs  of  compani 
so  thoroughly,  we  can  make  your  plan  a  virtually  turnkey  operation"!" 

Scudder,  Stevens  &  Clark  has  been  a  professional  money  manager 
since  1919,  and  now  manages  over  $30  billion.  Call  Scudder  today 
and  turn  our  experience  to  your  benefit.  1-800-323-6105  Ext.  818 

For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  current  pro- 
spectus. Read  carefully  before  you  invest  or  sena  money  Scudder  Fund  Distributors,  Inc.,  Underwriter. 

SCUDDER 
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Deciding  tobupMinol 
Deciding  wlM  Minolta 


Some  people  decide  to  buy  a  Minolta  because  of  our  advanced 
technology.  Others  buy  a  Minolta  because  of  the  quality  of  our 
construction.  And  still  others  buy  a  Minolta  because  they  need  a 
dependable  product. 

But  once  you've  decided  to  buy  a  Minolta,  you're  faced  with 
another  decision.  Which  Minolta  do  you  buy? 


C  1988  Mu»lu  Corporation 


Well,  maybe  you  could  use  one  of  our  PCW's-the  first  s 
to  combine  a  typewriter,  word  processor,  and  personal  com 
in  one  easy-to-use  secretarial  workstation. 

Or  one  of  our  fully  featured  MinoltaFax  machines,  whic 
combine  a  copier,  telephone,  and  facsimile  machine. 

Perhaps  vou  could  use  one  of  our  copiers.  Our  270,  for  e 


as  never  been  easier, 
jyhasneverbeentougher 


designed  to  have  the  compact  size  of  a  personal  copier  but       Now,  if  you  still  don't  know  which  Minolta  is  right  for  you , 

about  five  times  the  volume.  ask  someone  who  does. .  .your  Minolta  dealer.  Call 

our  470Z  that  inspired  an  independent  research  firm  to  1-800-USA-DIAL,  ext.777  for  more  information, 
de:  "It  is  the  best  desktop  copier  we've  ever  tested."  hda^cmt 

even  one  of  our  high-volume  800  Series  copiers,  which  can  BUSINESS  EQUIPMENT 

tomized  13  different  wavs  to  suit  vour  particular  needs.  only  from  the  mind  of  Minolta  MINOLTA 


LEISURE  AND 
RECREATION 


From  movie-making  to  boatbuilding,  in  1987 
this  was  the  place  to  be. 


5-year  average 


By  Allan  Dodds  Frank 


"*M!H 


Earnings  per  share 


5.3 


All-industry  medians 


Over  the  years,  the  companies  on  this  list  have  collectivl 
become  linchpins  of  the  U.S.  economy,  contributing  impi 
tantly  to  everything  from  employment  in  California  \ 
Florida  to  capital  inflows  from  international  trade.  The  he  J 
of  the  business  is  Hollywood  moviemaking,  and  in  ljj 
America's  dream  factories  had  their  best  year  ever. 

Led  by  Paramount 's  Eddie  Murphy  sequel,  Beverly  Hills  (I 
//,  the  motion  picture  industry  in  1987  set  a  domestic  l| 
office  record  of  at  least  $4.2  billion,  mainly  because 
offerings  attracted  more  older  viewers  than  ever  before. 
baby  boomers  and  their  parents  accounted  for  21%  of  the  1] 
office  last  year,  up  from  14%  in  1986. 

For  the  second  consecutive  year,  Gulf  &  Western's  Pa  a 
mount  Pictures  division  was  the  top  motion  picture  prod  j 
er,  capturing  more  than  one  viewer  in  five  and  nearly  $4\ 
million  in  box  office  receipts  just  from  the  year's  three  biggl 
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Entertainment 

General  Cinema                            35/23 
CBS                                                31/45 
United  Artists                                  59/49 
MCA                                                 70/58 
Walt  Disney                                   82/80 

1 
2 
3 
4 
5 

36.5% 

19.3 

16.8 

12.9 

10.4 

22.6% 
42.4 

6.8 

8.5 
29.8 

105.6% 

84.4 
500.0  + 

47.6 

27.6 

10.8% 
9.4 
1.3 

5.3 
15.5 

8 
7 
4 
5 
3 

3.5% 

3.6 
16.6 
11.8 
21.3 

4.1% 
-5.9 
17.4 

5.8 
16.4 

1 
5 
2 
4 
3 

26.8% 

0.8 
11.1 

3.9 
10.5 

27.0% 
105.0 

-9.5 
-26.7 

77.5 

higr 

low 

veryli 

veryli 

low 

1 

Lorimar-Telepictuies                     75/« 
Gulf  &  Western                             30/23 
Warner  Comm                                84/» 
Bally  Manufacturing                      59/61 
Turner  Broadcasting                      35/84 

6 

7 
8 
9 

8.9 
7.5 
4.3 
2.6 
NA 

def 
15.4 
24.7 
10.2 

NE 

165.8 
65.3 
38.0 

227.3 

500.0  + 

def 
6.9 

8.7 
3.7 
def 

2 

10 

9 

6 

1 

33.5 

-14.5 

-8.0 

9.8 

38.2 

23.0 
22.8 
19.9 
8.2 
24.7 

NM 

NM 
NM 
NM 
NM 

D-D 

38.2 

3.6 

60.4 

D-D 

NM 
NM 
NM 
NM 
NA 

Medians 

10.4 

12.8 

95.0 

6.1 

10.8 

16.9 

NM 

15.3 

I 

Hotels  and  gaming 

Marriott                                         42/48 
Hilton  Hotels                                   •/• 
Holiday                                            «/74 
Caesars  World                                  •/• 
Bally  Manufacturing                       41/39 
Ramada  Inns                                    «/89 
Resorts  Intl                                      •/• 

1 

2 
3 

4 

5 
6 

7 

22.1% 

17.1 

13.5 

7.3 

2.6 

0.3 

def 

21.1% 

15.1 

21.7 

14.5 

10.2 

3.4 

def 

164.7% 

36.7 
NE 

21.9 
227.3 
118.5 
500.0  + 

3.5% 
13.5 
8.4 
5.2 
3.7 
1.3 
def 

1 
5 

7 
6 
2 
3 
4 

20.5% 
4.2 
1.3 
3.5 
9.8 
8.9 
4.4 

30.0% 
14.8 

0.0 
12.3 

8.2 
14.8 

8.4 

2 
4 
3 

1 

18.3% 

1.2 
10.8 
NM 
NM 
38.2*$ 
NM 

16.8% 
6.7 
24.1 
-4.4 
60.4 
-7.1 
D-D 

very  hi 

very  It 

averaj 

NM 

NM 

averaj 

NM 

Medians 

7.3 

14.5 

118.5 

3.7 

4.4 

12.3 

1.2 

6.7 

Recreation 

Brunswick                                      73/81 
Minstar                                             58/« 
Coleman                                      71/72 
Outboard  Marine                          82/71 

1 
2 
3 
4 

29.4% 
26.7 
10.3 
9.8 

23.4% 

1.4 
10.4 
11.1 

54.4% 
52.5 
45.4 
27.5 

5.8% 
0.5 
3.1 
3.6 

2 
1 
3 
4 

10.8% 
136.8 
7.6 
4.5 

68.8% 
^3.3 
20.3 
32.7 

2 
1 
3 
4 

17.1% 
86.3 
-6.6 
-12.3 

42.0% 
-91.5 

14.2 
287.9 

low 
avert) 

low 
very  It 

Medians 

18.5 

10.8 

49.0 

3.4 

9.2 

26.5 

5.3 

28.1 

Photography 

Fuqua  Inaustnes                            28/18 
Eastman  Kodak                              80/69 
Polaroid                                            •/• 

1 
2 
3 

25.6% 
9.5 
5.2 

17.5% 

11.0 

15.6 

87.4% 
22.5 
0.0 

6.2% 

7.9 

6.6 

1 
3 
2 

3.4% 

1.6 

2.0 

-9.8% 

12.9 

14.2 

2 
3 
1 

9.4% 
-21.9 
22.5 

t  -9.3% 

500.0  + 

71.8 

low 

high 

avera) 

Medians 

9.5 

15.6 

22.5 

6.6 

2.0 

12.9 

9.4 

71.8 

Toys  and  electronics 

Colt                                               •/• 
Hasbro                                             •/• 
Mattel                                              •/• 

1 
2 
3 

96.7% 
33.9 

deft 

NE 

9.7% 

def 

500.0  +  %  def 
20.4         4.4% 
187.5          def 

2 
1 
3 

21.1% 

79.6 

-2.1 

-12.0% 

1.2 
2.6 

1 

NM 
66.3% 

NM 

PD 

-42.3% 
P-D 

NM 
NM 
NM 

Med, 

33.9 

-11.5 

187.5 

-1.2 

21.1 

1.2 

NM 

NM 

Industry  medians 

10.4 

11.0 

59.9 

4.8 

6.0 

13.6 

1.0 

5.1 

All-industry  medians 

12.8 

13.6 

48.6 

4.3 

6.8 

8.3 

5.3 

13.9 

•  90%  or  mi         01).  Segment  deficit,  total  d< 
PD:  Profit  to  oi                 :    Deficit      \A   Not  a 
t+Three-year  grt  rwih     Ft  -r  further  explanation 

•ficit     DP:  Segment  deficit,  total  profit 
atlable     NE   Negative  equity      NM   No 
see  page  65 

PD:  Sega 

meaningft 

ent  profit 
iL     tFour 

total  deficit     D-D:'l 
year  average     JFoi 

Deficit  to  deficit.     D-P:  Deficit  to  profll 
r-year  growth.     t+Three-year  average 
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;:  Cop  II,  Fatal  Attraction  and  The  Untouchables.  The  year's 
office  hits  should  generate  more  profits  in  1988  as  they  go 
3  videocassette  release  and  pay/cable  TV  distribution  in 
rth  America  and  overseas. 

loviemaking  was  the  brightest  spot  in  entertainment, 
Dying  profitability  nearly  45%  greater  than,  and  sales 
wth  double  that  of,  the  overall  business  average.  As  a 
ap,  leisure  and  recreation  did  not  perform  as  well  as 
vies.  Still,  return  on  equity  was  11%,  and  sales  rose  nearly 
'o  faster  than  the  median  for  all  businesses.  Despite  some 
jressive  company  gains  over  strong  1986  performances, 
dian  growth  in  earnings  per  share  lagged  other  industry 
tors  by  close  to  60% . 

Casino  visitors  in  New  Jersey  and  Nevada  gambled  over 
'o  more  than  in  1986,  with  revenues  exceeding  $5.3  billion, 
fits  at  some  casinos,  notably  Hilton,  Bally  and  Holiday 
tp.'s  Harrah's,  were  up  more  than  20%  for  the  first  three 
irters.  In  powerboats,  both  big  boat  buyers  and  first-timers 
chasing  runabouts  were  strongly  in  evidence,  as  the  big 
r  manufacturers  showed  sales  gains  exceeding  30% . 
v  few  sectors  of  the  industry  suffered.  Hotel  operators  had  a 
diocre  year,  in  large  part  because  of  price  wars  in  certain 


markets.  But  diminishing  tax  benefits  from  real  estate  shel- 
ters should  lessen  overbuilding  and,  unless  a  recession  devel- 
ops, help  tighten  the  market  in  1988  and  1989. 

Toymakers  also  had  trouble.  Though  foreign  sales  in- 
creased, the  industry  had  flat  revenues  for  the  second  year  in  a 
row,  mainly  because  no  new  toy  proved  to  be  a  big  hit  with 
kids.  This  year  could  be  lackluster,  too,  unless  another  hit  toy 
like  the  Cabbage  Patch  Kids  is  created. 

The  stock  market  decline  could  ultimately  be  advanta- 
geous to  the  strongest  companies  in  this  industry.  Gulf  & 
Western,  Warner  Communications  and  Walt  Disney  had 
record  earnings  last  year.  They  now  may  acquire  television 
stations,  cable  TV  properties  or  even  record  companies  that 
their  chief  executives  had  thought  overpriced  in  1987.  If  the 
friendly  $2  billion  deal  by  Sony  for  CBS  Records  works  out, 
Hollywood's  programmers  could  be  the  next  Japanese  tar- 
get. One  possible  candidate  is  MCA,  where  doubts  remain 
about  how  long  Chairman  Lew  Wasserman,  74,  will  be  able 
to  resist  temptations  to  merge  or  find  a  friendly  buyer.  An- 
other tempting  target  is  Lorimar,  weighed  down  with  debt 
from  having  paid  handsomely  for  various  broadcast  and 
publishing  properties.  ■ 


Hollywood's  listener 


Among  the  big  egos  of  movieland,  a  voluble  lot,  Frank 
Mancuso  is  a  rarity.  Mancuso,  the  soft-spoken  54- 
year-old  chairman  of  Gulf  &  Western's  Paramount  Pic- 
tures division,  listens  well.  Since  he  took  over  at  Para- 
mount in  1984,  Mancuso  has  heeded  the  admonition  of  his 
boss,  Gulf  &  Western  Chairman  Martin  Davis,  who  tells 
Forbes  his  golden  rule:  "Here  we're  more  interested  in 
profits  than  awards." 

Today,  one  moviegoer  in  five  sees  a  Paramount  produc- 
tion, and  in  1987  the  studio  became  the  first  ever  to  sweep 
a  year  with  the  top  three  hits.  These  productions,  which 
collectively  cost  about  $1 10  million  to  make  and  promote, 
will  gross  nearly  $400  million  in  North  America  and  add 
more  than  $100  million  to  profits.  Overall,  Paramount's 
13  feature  films,  15  television  shows  and  its  videocassette 
sales  will  produce  a  record  $1.6  billion  in  revenues. 

Mancuso's  secret?  In  brief,  he  treats  his  employees  as  a 
microcosm  of  the  country's  moviegoers.  After  three  pre- 
views of  Paramount's  $17  million  Fatal  Attraction,  recalls 
Paramount  Motion  Picture  Group  President  Ned  Tanen, 
"We  knew  we  had  to  do  something  about  the  ending.  The 
audience  wanted  that  character  [Glenn  Close's  Alex  For- 
rest] to  get  her  comeuppance.  They  didn't  want  her  to 
commit  suicide,  as  she  did  originally.  I  went  to  Frank  and 
said:  'This  is  going  to  cost  us  $1.5  million  to  reshoot  the 
ending,  so  get  ready.'  Both  of  us  aren't  always  grateful  to  be 
spending  more  money,  but  he  agreed  it  was  a  gamble 
worth  taking."  Well  before  a  movie  begins  shooting,  Man- 
cuso solicits  ideas  from  writers,  actors  and  directors.  Doz- 
ens of  Paramount  executives  in  production,  marketing  and 
distribution  also  get  involved.  "We're  programmers.  But 
we  don't  separate  programming  from  marketing,"  says 
Mancuso. 

Better  than  anyone  else,  Mancuso  in  1987  zeroed  in  on 
the  population's  largest  potential  group  of  moviegoers — 
aging  baby  boomers  30  to  40  years  old.  By  sensing  the 
residual,  if  sometimes  unconscious,  affinity  baby  boomers 
have  for  their  youthful  television  watching  years,  Man- 
cuso returned  to  such  instantly  recognized  properties  as 


Frank  Mancuso  of  Paramount  Pictures 


Christopher  Linie 


the  old  black-and-white  television  series  Vie  UntoucJxibles, 
recreating  it  as  a  lushly  colored  feature  film.  Fatal  Attrac- 
tion was  aimed  at  20-to-40-year-old  women  initially  but 
caught  on  with  a  wider  audience,  thanks  in  part  to  skillful 
promotion.  Ahead  for  1988:  more  Eddie  Murphy,  Crocodile 
Dundee  II  and  new  TV  episodes  of  Star  Trek. 
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mail  called  three  times  and  got  cut  off 
three  times.  Then  I  thought,  what  if  I'd  been  a 
customer?  Would  I  have  bothered? 

My  plane  was  late  so  I  wanted  to  let  the  office 
know.  Well,  I'm  trying  to  call  but  nobody's  picking 
up.  I  start  counting  the  rings  and  I'm  up  to  12 
when,  finally,  somebody  picks  up  and  mumbles 
"lobby. "  Then  click,  I'm  disconnected.  Three  times 
in  a  row  this  happens.  And  I'm  just  about  to  boil. 
I'm  thinking,  what's  happening  to  other  callers? 
How  many  sales  are  falling  through  the  cracks? 
Why  did  we  ever  gamble  with  this  cursed  phone 
system  when  we  knew 


AT&T  comes  through.  99 


AT&T  Messaging  Solutions 

With  an  AT&T  System  85  or  75,  you  can  permanently 
remove  communications  barriers  between  your  people  and 
your  customers.  Reason:  AT&T's  Unified  Messaging  prod- 
ucts provide  the  widest  range  of  integrated  messaging 
options  in  the  industry,  so  virtually  no  calls  will  go 
unanswered. 

Example:  Audio  Information  Exchange  oxAUDIX 
lets  users  send  or  retrieve  spoken  messages  around  the 
clock,  through  a  company-wide  message-recording  system. 

Example:  Through  a  Message  Center,  your  trained 
staff  can  intercept  unanswered  calls.  And  provide  up-to-the- 
minute  information  on  your  people,  wherever  they  are. 

To  learn  more,  contact  vour  AT&T  Account  Executive. 
Or  call  1800  247-1212. 

From  equipment  to  networking,  from  computers 
to  communications,  AT&T  is  the  right  choice. 
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AT&T 

The  right  choice. 


METALS 


By  John  Merwin 


5-year  average   . 


Return  on  equity 


Last  year  we  advised  these  companies  to  fll  his  time  last  year,  nearly  two-thirds  of  the  coml 

"cut  COStS  and  pray. "  It's  working.  1      ,nies  °n  *»  Hf  were  like  Lazarus  the  beggar,  peer , 

mm  through  the  rich  man's  gate  in  hopes  or  a  crumb  fn« 

the  feast.  But  just  as  the  other  Biblical  Lazarus  rose  from  W 

i2.8^"^j  dead,  so  too  have  metals  companies.  Copper  prices  him 

nearly  doubled,  to  $1.29  a  pound.  Aluminum  ingot,  at  1 
■■■qj  cents  a  pound,  is  up  64%.  Plus,  the  nation's  five  largf 

68     |  integrated  steelmakers  all  ought  to  make  money  for  a  chan . 

SfifiMU  The  swiftness  of  this  turnaround  has  been  remarkat 

™^J  BBjBMBIIIIBBI  With  copper  prices  more  than  double  the  break-even  costs 

big  producers  such  as  Asarco  and  Phelps  Dodge,  copper 
breezing  into  its  best  year  since  1980. 


All-industry  medians 


Minimill  biggie 


Like  Andrew  Carnegie  a  century  ago,  steel  minimill 
Nucor  Corp.  understands  that  the  fellow  with  the 
latest  equipment  turns  the  highest  profits.  Says  Nucor's 
chief  executive  officer  of  22  years,  F.  Kenneth  Iverson,  "We 
learned  a  lesson  integrated  steelmakers  didn't  learn  for  a 
long  time:  Steel  technology  changes  so  rapidly  that  once 
you  fall  behind,  you  don't  have  the  cash  flow  you  need  to 
modernize." 

Year  after  year  of  technological  innovation  is  a  key 
reason  Nucor  remains  a  pacesetter,  in  both  growth  and 
profitability,  for  the  entire  industry.  Nucor  is  investing 


Benjamin  Poncr  Vrihivn 


over  $175  million  in  a  new  mill  and  new  casting  equip- 
ment, which  will  allow  the  company  to  move  from  being  j 
strictly  a  minimill  producer  of  low-end  products  to  becom- 
ing a  supplier  of  big-league  flat-rolled  steel,  traditionally! 
the  domain  of  integrated  steelmakers.  Nucor  will  install  a  | 
new  West  German  technology  that  casts  molten  steel  into  I 
2-inch   slabs   rather   than   traditional   6-inch-to-  10-inch 
slabs,  which  are  too  thick  for  the  firm's  minimills  to] 
handle.  Potential  labor  and  energy  savings?  About  $50  toj 
$75  a  ton,  says  Iverson.  Productivity?  "The  average  inte- 
grated steelmaker  produces  around  400  tons  of  steel  per  | 

employee,  per  year. 
We're  looking  for  this 
technology  to  do  some 
1,200  to  1,500  tons  per 
employee." 

Nucor  will  be  the 
first  to  implement  the 
new  casting  technol- 
ogy, so  there  is  risk 
when  the  mill  opens  in 
early  1989.  "But  if  it 
works,  and  we  get  the 
lead  that  we  think  we 
can,"  says  Iverson, 
"then  we've  mapped 
out  the  growth  of  this 
company  for  the  next 
ten  years." 

Possible  impact?  Op- 
penheimer  &  Co.'s 
John  Tumazos  reckons 
that,  if  successful,  the 
thin-casting  technol- 
ogy plus  some  other 
technological  advance- 
ments under  develop- 
ment at  Nucor  could 
more  than  triple  the 
company's  share  value 
by  the  mid-1990s.  And 
that's  what  innovation 
in  business  is  all  about. 


162 


FORBES,  JANUARY  11,  198> 


duminum  looks  nearly  as  good.  Raw  metal  prices  are 
t  her  than  they  have  been  since  the  early  Eighties.  Alcoa  is 
t  tarting  three  aluminum  smelting  lines  it  wrote  off  in  the 
I  of  1986.  Reynolds  Metals  is  actually  allocating  produc- 
Iji  to  its  own  fabrication  operations.  Reynolds  President 
\  lliam  O.  Bourke  says  he  expects  world  supplies  to  remain 
t?  it  throughout  1988.  If  prices  of  fabricated  products  such  as 
i  minum  beverage-can  sheet  rise  much  beyond  last  year's 
\%  rate  of  increase,  aluminum  companies  will  also  report 
t  lr  best  returns  since  1980. 

i 'he  immediate  outlook  for  steelmakers  is  also  bright, 
rinly  because  of  shutdowns  and  eased  labor  agreements. 
[  X'  steel  division  president,  Thomas  Graham,  notes  that 
t  s  year  his  company  could  break  even  operating  at  only 


60%  of  capacity,  compared  with  90%  before  last  year's  strike. 
And  that,  says  Graham,  is  how  his  company  intends  to  stay  in 
the  black  regardless  of  what  happens  to  steel  prices.  Says  he: 
"Our  long-term  salvation  will  come  not  from  the  price  side 
but  from  the  cost  side."  Inland  Steel  Chairman  Frank  Luers- 
sen  agrees,  adding,  "The  real  progress  doesn't  come  so  much 
from  what  you  pay  per  hour  but  in  how  many  hours  it  takes  to 
make  a  ton  of  steel."  At  Inland,  that  figure  is  down  24%  from 
five  years  ago. 

Amid  these  heady  times,  a  sobering  note.  A  recession  could 
hurt,  though  perhaps  not  so  much  as  some  people  think.  In 
copper  and  aluminum,  the  lowest  worldwide  inventories  in 
14  years  should  slow  price  slides.  In  steel,  sharply  lower 
break-even  levels  ought  to  cushion  a  recession's  blow.  ■ 
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NATURAL  GAS 


Market  forces  once  again  disappointed,  but 
Washington  stood  ready  to  help. 


5-year  average 
Return  on  equity 

wmSm%mm 

-0.5  { 

Earnings  per  -.hare 

53     i                 rTiii.r.i,ni.i„iJ.rn,w 

By  William  P.  Barrett 

I's  the  turnaround  at  hand?  That's  the  murmur  of  the 
moment  in  this  long-suffering  industry.  But  it  was  also  the 
i  murmur  last  year  at  about  this  time,  and  the  year  before 
that,  and  so  on  and  so  on.  These  stocks  have  generally  lagged 
the  market.  Despite  a  few  fresh  reasons  for  hope,  1988  offers 
little  prospect  for  big  positive  change. 

One  of  the  industry's  basic  problems  stems  from  the  fact 
that  customers  accounting  for  maybe  40%  of  usage  could 
switch  to  oil  if  gas  prices  rose  too  much.  Weak  petroleum 
prices  in  the  last  few  years  have  helped  keep  a  lid  on  gas 
prices.  But  those  low  gas  prices  in  turn  have  now  curbed 
exploratory  drilling  activity  to  the  point  that  the  gas  market 
has  begun  to  tighten  anyway.  If  petroleum  prices  were  to  rise 
in  1988,  that  could  translate  into  good  news  indeed  for  gas 
producers.  But  present  evidence  suggests  that  crude  prices  are 


likely  to  remain  low  or  even  drop  significantly  in  the  moil 
to  come. 

So  the  best  hope  for  gas  producers  in  1988  will  prot 
come  not  from  market  forces  but  from  Washington.  Re^ 
tory  changes  now  allow  end-users  to  buy  gas  directly 
producers  in  the  newly  developed  spot  market,  arra 
transportation  from  pipelines  that  in  effect  act  as  cor 
carriers.  This  is  called  "third-party"  gas,  and  spot  prices  f|j 
at  the  wellhead,  which  bottomed  out  at  $1.25  per  thou 
cubic  feet  in  mid- 198 7  but  rose  to  $1.80  near  year's  end,  i 
well  top  $2  during  1988. 

Federal  regulators  are  also  trying  to  remove  some  off 
uncertainty  facing  pipelines  over  "take-or-pay"  contr 
with  producers  that  obligated  the  pipelines  to  pay  for  gal 
the  sharply  higher  prices  of  yesteryear.  The  contracts  A 
produced  huge  "accrued  liabilities" — hundreds  of  million! 
dollars  for  some  companies — that  have  been  weighing  doi 
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Simplicity  itself 


Many  natural  gas  pipeline  companies  are  burdened 
with  too  much  supply  and  not  enough  demand.  But 
homas  F.  (Mack)  McLarty  HI,  chairman,  president  and 
lief  executive  officer  of  Arkla  Inc.,  the  Shreveport,  La.- 
nd  Little  Rock,  Ark. -based  integrated  utility  with  9,600 
hies  of  pipelines,  has  come  up  with  what  is  perhaps  the 
mplest,  most  ingenious  solution  possible.  During  1987 
e  simply  went  out  and  bought  himself  a  market.  The 
ompany  agreed  to  acquire  Entex  Inc.,  the  big,  Houston- 
ased  utility  with  nearly  1.25  million  customers  through- 
ut  Texas,  Louisiana  and  Mississippi. 
The  $670  million  deal,  expected  to  be  completed  early 
lis  year,  will  give  Arkla  an  outlet  for  billions  of  cubic  feet 
f  its  gas,  adding,  some  analysts  say,  perhaps  as  much  as 
0%  to  the  utility's  1988  per-share  earnings. 


Why  isn't  every  pipeline  company  expanding  like  this? 
Many  want  to  stay  as  far  away  as  possible  from  state 
utility  commissions,  which  set  end-user  rates  and  service 
standards  for  customers.  Some  don't  have  the  financial 
wherewithal.  Other  companies  just  aren't  that  daring.  But 
Arkla  already  had  local  utilities  in  several  states — general- 
ly acquired  years  ago — and  felt  comfortable  dealing  with 
state  regulators.  "It  was  a  return  to  our  heritage,"  says 
McLarty. 

The  final  wrinkle:  By  making  Entex  a  division  of  Arkla 
instead  of  a  wholly  owned  but  corporately  distinct  subsid- 
iary, Arkla  will  avoid  the  onerous  reporting  and  regulatory 
requirements  of  the  federal  Public  Utility  Holding  Act  of 
1935.  And  for  McLarty,  that's  a  pretty  nifty  maneuver  in 
itself. 


Thomas  F.  McLarty  of  Arkla  Inc. 


McMichaeL'Hinegardner 
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balance  sheets.  In  August  the  Federal  Energy  Regulatory 
Commission  ruled  that  pipelines  can  now  pass  along  part  of 
the  liabilities  to  customers  in  one  of  several  different  ways, 
which  might  remove  some  of  the  uncertainty.  However,  the 


ruling  faces  a  court  challenge. 

As  for  many  local  distribution  companies,  the  util 
hooked  to  the  end-users,  the  year  ahead  doesn't  look  enci 
aging.  For  the  most  part,  the  companies  are  stuck  with  ] 
regulated  rates  of  return,  and  some  may  even  wind  up  hal 
to  absorb  part  of  the  take-or-pay  solutions.  The  most  prJ 
able  of  these  firms  will  be  those  that  are  integrated  with  tl 
own  production,  such  as  Nicor,  or  that,  like  Brooklyn  Ui| 
Gas,  often  buy  directly  from  producers  and  play  the 
party  market.  ■ 
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fot  indigenous  to  the  Midwest 


>r  mofe  complete  information,  including  management  fees  and 
(penses.  call,  or  write  us  at  PO.  Box  1143,  Chicago.  IL  60690,  for  a  free 
ospectus.  Read  it  carefully  before  you  invest  or  send  money 


Stein  Roe  &Fomhom.  Incorporated  1987    Liberty  Securities  Corporation.  Distributor 


It  has  long  been  recognized  that  people 
from  the  Midwest  are  different  from  people 
raised  in  other  regions  of  the  U.  S.  We're 
a  solid,  hardworking,  conservative  bunch 
(and  yes,  we're  known  to  be  careful). 

But  when  it  comes  time  to  finding  some- 
one to  trust  for  help  with  your  investments, 
(bluntly,  your  money),  our  seemingly 
quaint  ways  suddenly  take  on  extremely 
appealing  qualities. 

Stein  Roe  &  Farnham  is  a  Chicago  based 
company  founded  in  that  midwestern 
tradition.  It's  fair  to  say  that  we're  a  solid, 
hardworking,  conservative  bunch  (and  yes, 
we're  known  to  be  careful).  Since  1949, 
we've  been  managing  a  family  of  mutual 
funds,  SteinRoe  Mutual  Funds,  for  inves- 
tors. And  today  we  help  over  100,000 
shareholders  diversify  their  $3  billion  in 
investments. 

Interestingly,  many  of  our  shareholders 
stay  in  our  funds  for  over  five  years;  a 
longer  length  of  time  than  most  mutual 
funds  have  been  in  business.  But  we  work 
hard  for  our  investors,  so  it's  understand- 
able. For  instance,  we  track  6500  stocks 
daily,  and  last  year  we  invested  over 
$6  million  in  research.  Of  course,  there  is 
another  midwestern  trait  that  tends  to 
make  it  easy  for  investors  to  stay  with  us. 
We're  friendly.  So  not  only  can  you  trust  us, 
you  might  even  like  us. 

We  offer  a  wide  range  of  100%  no-load 
funds.  Funds  for  capital  preservation,  tax- 
free  income,  current  income,  and  growth. 
Ready  to  help  you  meet  your  individual 
investment  needs.  So,  if  you  would  feel 
more  comfortable  investing  with  people  like 
us,  call  us.  We're  a  solid,  hardworking, 
conservative  bunch  (known  to  be  careful). 
Midwesterners.  And  when  it  comes  down 
to  it,  aren't  all  investors  Midwesterners 
at  heart? 


A  solid,  hardworking, 
conservative  bunch 

(known  to  be  careful). 

ill  SteinRoe 

MUTUAL.      FUNDS 

1-800-338-2550 


Well,  at  least  the  stuff  isn  't  selling 
for  $8  a  barrel  again. 


5-year  average 

■ ■  J. 

Return  on  equity 

——^S.0 

"*■■■■■■                       ■■■ 

Sales       V 

■     i     i     i     i     i 

|  Not  significant 

Earnings  per  share 

By  Tool  Mack 


T|  he  best  news  for  the  oil  industry  last  year  was  what 
didn't  happen:  a  repeat  of  1986's  oil  price  crash.  In  a 
rare  display  of  self-discipline,  the  13-nation  OPEC  oil 
cartel  held  production  down  and  prices  up,  to  around  $18  a 
barrel  for  much  of  the  year.  Lately,  however,  production  has 
been  climbing  and  prices  have  been  slipping.  That  could 
mean  plenty  of  tumult  ahead  in  1988,  though  a  replay  of 
1986's  crash  to  $8  per  barrel  still  looks  remote. 

Yet  market  stability  hardly  meant  renewed  profits.  For  the 
first  nine  months  of  1987,  Exxon's  refining  and  marketing 
profits  dropped  93%,  to  $115  million,  as  a  result  of  high 
gasoline  inventories,  which  kept  margins  under  pressure. 
Continuing  overcapacity  also  hurt.  Unless  companies  rein  in 
their  inventories  or  the  Sunday  drive  in  the  country  becomes 
a  national  obsession,  don't  expect  1988  to  be  much  better.  A 
rapid  tumble  in  crude  oil  prices,  though,  would  probably  help 


widen  gasoline  and  other  product  margins. 

By  contrast,  petrochemicals  were  a  bright  spot.  At  fa 
ron,  nine-month  profits  more  than  doubled,  to  $181  mat 
"Demand  is  rising  at  1.5  times  GNP  growth,  and  suppl  is 
growing  at  all,"  notes  Theodore  Eck,  Amoco's  vice  preie 
and  chief  economist.  "Unless  we  have  a  recession,  9 
ought  to  be  a  great  year,  too." 

Oil  companies  are  still  buying  reserves — witness  Ana 
$4.2  billion  offer  for  Dome  Petroleum — but  they're  alsc  n. 
ing  more.  The  oil  service  company  Baker  Hughes  Inc  oi 
casts  an  average  worldwide  rig  count  of  2,320  this  ye^tt 
10.5%  over  1987.  But  Baker  Hughes  Vice  Presidents* 
Kerridge  warns  that  a  steep  oil  price  drop  could  lei'  c 
companies  to  cut  back  their  drilling  plans. 

Renewed  drilling  will  provide  needed  relief  to  oil  since 
companies,  which  have  been  reeling  from  the  Three  > 
cost-cutting,  capacity  shutdowns  and  consolidations.  A  Jik 
er  Hughes,  created  when  Baker  International  merged  fii 
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Offshore  treasure  seeker 


Robbie  McCliran 


rhe  best  innovation  creates  new  busi- 
ness. At  Cameron  Iron  Works — a 
nisleadingly  low-tech  name  for  a  highly 
ophisticated  outfit — Chairman  Philip 
(urguieres  has  aggressively  pursued 
echnology  that  allows  development  of 
)ffshore  oil  and  gas  that  would  otherwise 
ie  untapped  at  today's  low  prices. 

The  technology  is  known  as  "subsea 

veil  completion."  It  puts  production 

jquipment  for  offshore  wells  directly  on 

)r  below  the  sea  floor,  rather  than  atop 

:he  massive  steel  platforms  that  have 

I  :raditionally  been  used.  In  the  deeper 

. ,  waters  where  more  and  more  oil  is  being 

I  iound,  subsea  completion  is  far  more 

j  .  economical. 

Cameron  isn't  the  only  subsea  pio- 
ieer.  But  Burguieres  (rhymes  with  "pure 
1'iir"),  trading  on  Cameron's  superb  repu- 
tation in   pressure-control   equipment, 
has  made  the  technology  the  centerpiece 
i  of  Cameron's  growth  for  the  1990s  and 
I  beyond.  This  is  the  sort  of  bold  move 
'that  can  give  a  well-managed,  second- 
,  tier  company  a  much  faster  growth  rate 
'  than  its  far  larger  peers  if  it  pays  off,  and 
'the    44-year-old,    Louisiana-born    Bur- 
.guieres  is  willing  to  make  the  bet.  Says 
•  he,  "We've  geared  the  whole  company  to 
take  advantage  of  this."  He  expects  sub- 
'  sea  work  to  account  for  30%  to  40%  of 
i  Cameron's  revenues  by  1992. 

Long  the  industry  leader  in  certain 
'wellhead  gadgets,    Cameron  has   been 
adapting  them,  and  creating  new  equip- 
ment, for  subsea  use.  Analysts  expect  it 
1  to  turn  profitable  later  this  year,  but  for 
,  the  last  five  years,   when   Cameron's 
losses  totaled  $277  million,  Burguieres 
kept  research  spending,  much  of  it  on 
subsea  work,  at  $15.5  million  to  $19 
million  yearly  anyway.  In  today's  mar- 
ket, to  the  innovator  will  go  the  spoils. 
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Hughes  Tool  in  April,  Chief  Executive  James  Woods  figures 
he  will  have  cut  costs  a  net  $85  million  and  turned  the 
company  profitable  by  the  end  of  March. 

Overall,  service  companies  are  operating  at  as  little  as  50% 
of  capacity,  and  since  they  can  handle  increased  business 
with  minimal  added  cost,  even  a  small  upturn  has  a  dispro- 
portionate effect  on  profits.  "Virtually  every  company  in  the 


tries  are  already  turning  profitable.  Look  for  further  indui 
consolidations  this  year,  though  probably  not  on  the  scali 
the  Baker  Hughes  deal. 

Two  battlefronts  the  industry  will  be  watching  closely: 
fight  with  environmentalists  to  gain  access  to  the  Arc 
National  Wildlife  Refuge — which  may  contain  billions 
barrels  of  oil — and  a  move  afoot  in  the  U.S.  Congress  to  rep 
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out  i  ax.  Repeal  would  not  ne 
oil  prices  of  $22  and  above.  ■ 
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e  Cooy'igM  IBM  Corporation  1988 


We  work  hard  to  earn  these  stripes. 


When  615  senior  executives  were  polled*  on  the  companies  that  they 
associated  with  high  quality,  they  named  135  different  American,  Asian 
and  European  firms.  But,  for  the  second  year  in  a  row,  one  company  was 
named  more  than  twice  as  often  as  any  other:  IBM. 

Still,  a  reputation  for  quality  isn't  something  you  can  rest  on.  That's 
why  we  keep  working  hard  to  earn  our  stripes. 

Commissioned  by  The  American  Society  for  Quality  Control.  For  a  free  copy  write  ASQC,  310  West  Wisconsin  Ave.,  Milwaukee,  WI  53203. 


Glass  for  some,  metal  for  others,  but  almost 
everyone  wanted  a  piece  of  plastic. 


5-ycar  average 


Return  on  equity 
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\ll 
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Earnings  per  share 

Wi^^^MirH                                gj  All-industry  metlians 

-Li  ii  n  ii  ii  n  1 1 1 1 1 1 1 

— 

By  Kathy  Murray 


T|  he  packaging  industry  was  like  a  game  of  gin  rummy 
in  1987  as  players  swapped,  drew  and  discarded  glass, 
metal  and  plastics  businesses,  each  certain  that  its  com- 
bination would  make  it  the  packaging  leader  of  the  future. 
Sales  rose  along  the  way,  but  margins  for  most  firms  re- 


mained fairly  flat.  Meanwhile,  merger  activity  pushed  sto 
to  new  highs,  helping  many  outperform  the  market.  Simi 
ly,  the  swapping  set  helped  push  the  industry  median  ret 
on  equity  up  10%  over  the  last  year's  13.1%.      The 
active  in  the  game  were  glassmakers.  Shipments  werei 
slightly  for  the  second  year  in  a  row  as  consumers  con  tin! 
to  show  a  clear  preference  for  glass  containers  for  drinks  o  1 


Profitability 

Growth 

Return  on  equity 

Sales 

Earnings  per  share 

Company 

%in 
— segment — 
sales/profits 

latest       debt  as 
5-year      12            %  of 
rank         average    months    equity 

net 

profit 

margin 

rank 

5-year 
average 

latest 

12 

months 

rank 

latest 
5-year      12 
average    months 

earnil 
stabi 

Anchor  Glass 
Jefferson  Smurfit 
lames  River  Corp  Va 
Fort  Howard 
Ball  Corp 

•/• 
69/36 
30/22 

na/na 

74/79 

1  1 66.6%  tt  34.7% 

2  22.5         49.5 

3  19.5         11.2 

4  19.2         12.4 

5  17.3         17.4 

90.8% 
123.6 
67.7 
30.7 
21.5 

2.9% 

6.7 

3.7 

8.7 

6.0 

7 
6 
3 
4 
14 

15.6% 
17.7 
39.0 
30.4 
6.4 

11.7% 
14.2 
50.6 
16.2 
1.8 

4 

5 

12 

10 

NA        -15.8% 
18.1%     218.8 
17.7            8.7 
8.8         -9.4 
13.1            8.7 

N.N 

nig 

aver. 

hig 

very  H 

Avery  International 
Sonoco  Products 
Triangle  Industries 
Pittway 
Standard  Shares 

37/42 
81/62 
•/• 
31/35 
33/35 

6  17.1         19.0 

7  16.9         23.7 

8  16.0         13.5 

9  13.3         10.3 
10          13.2         17.9 

40.6 

44  1 

208.5 

6.1 

18.4 

3.9 
5.4 
2.2 
4.6 
4.2 

10 

8 

1 

11 

12 

11.5 

13.6 

58.3 

8.7 

8.2 

33.8 

25.9 

75.6 

8.3 

5.8 

9 
11 

15 
13 

13.1          38.6 
11.0         49.4 
NM       -39.1 
-0.9         -4.6 
4.4         58.1 

very! 

hi* 

NM 

veryl 

verylj 

I 

Bemis 

Crown  Cork  &  Seal 

Temple-Inland 

Federal  Paper  Board 

Union  Camp 

66/55 
•/• 
56/39 
22/8 
31/6 

11  11.8         14.2 

12  11.8         14.5 

13  11.5tt      14.4 

14  11.4          19.1 

15  111         15.5 

46.5 
4.0 
33.1 
68.5 
44.7 

3.3 
5.2 
8.7 
6.2 
8.6 

18 
20 
19 
9 
16 

4.3 
3.4 
3.5 
13.4 
5.2 

9.1 

5.1 

26.6 

12.7 

13.3 

6 

7 

8 

19 

18 

16.5          21.5 
15.3          15.9 
14.2+4       79.9 
-6.5        127.4 
-5.1          97.0 

a  vera] 
hig) 
low 

very  1 
lovJ 

Longview  Fibre 
Constar  Intl 
Chesapeake 

Broekway  Inc  (NY) 
Stone  Container 

51/12 

•/88 
24/18 

•/• 

71/NA 

16  9.7         26.5 

17  8.1           9.3 

18  7.3         10.4 

19  6.3         15.4 

20  6.2        30.9 

50.8 
108.5 
119.0 

28.9 
181.3 

11.1 
1.8 
3.3 
3.5 

4.4 

15 
23 

5 

13 

2 

5.9 
-1.3 
18.4 

7.2 
40.1 

19.6 

-19.9 

15.0 

0.8 

62.4 

1 

14 

17 

3 

38.5        117.1 
0.4+4    -34.1 
-2.5        142.6 
19.7          27.2 
NM        500.0  + 

higl 
very  li 
veryl 
veryl 

NI> 

Mead 

International  Paper 
Boise  Cascade 
Kerr  Glass  Mfg 

29/23 
42/33 
32/20 

•/• 

21  5.5          13.6 

22  5.2         13.5 

23  4.6          10.1 

24  def          3.8 

69.9 

42.2 

61.8 

104.5 

3.5 
5.1 
4.2 
1.1 

22 
21 
17 

24 

2.1 

2.7 

5.2 

-15.4 

39.3 

62.3 

2.2 

-0.5 

16 

20 

2 

-2.0+t      60.5 

-11.8        131.8 

20.0         80.3 

NM          DP 

verylj 
low] 

verylJ 
NM 

Industry  mediant 

11.6         14.4 

48.6 

4.3 

7.7 

13.7 

8.8          53.7 

All-industry  medians 

12.8         13.6 

48.6 

4.3 

6.8 

8.3 

5.3          13.9 

1 

•     *  or  more     DD: 
V 1)     t'rotn 
average     t$Thn 

Segment  deficit,  total  de 

DeflcH     NA    v 

growth     For  further  e. 

tint      DP:  Segment  deficit, 
)t   available     NE    Negative 
cplanation.  see  page  65 

total  profit     PD:  Segrr 
equity     NM    Not   mi 

ent  profit,  total  deficit     D-D:  I 
;aningful      tFour-year   averagi 

deficit  to  deficit.    DP  Deficit  to  profi 
:     tFour-year   growth.     ttThree-ye 

172 

FORBES,  JANUARY  11,  19f 

s  ts;  particularly  fruit  juices.  Although  continued 
1  nweighting  and  downsizing  of  bottles  could  mean  lower 
p  :es  in  the  future,  analysts  expect  demand  to  hold  relatively 
s  ady  through  1990. 

"o  capitalize  on  the  trend,  Anchor  Glass  Container — only 
f :  years  ago  a  discarded  underperformer  of  Anchor  Hock- 
i  —paid  $195  million  in  cash  to  acquire  Diamond-Bathurst 
i  \ugust,  netting  it  a  25%  share  of  the  U.S.  glass  market  and 
r  aging  it  even  with  first-place  Owens-Illinois.  While  the 
i  Luisition  saddled  Anchor  with  $360  million  in  debt  (84%  of 
e  lity),  the  company  expects  to  pick  up  customers  as  other 
r.  yers  drop  out,  and  improve  profit  performance  in  1988 
t  ough  capacity  reductions  and  other  cost-cutting.  Not  to  be 
c  done,  Owens-Illinois,  which  was  taken  private  by  Kohl- 
[  g  Kravis  Roberts  &  Co.  in  March,  reached  for  Brockway, 
I  .  Antitrust  questions  have  stalled  the  takeover,  but  proba- 
l  not  for  long.  If  approved,  the  acquisition  will  allow 
( /ens-Illinois  to  reclaim  its  lead  with  a  35%  chunk  of  the 
I  i.  glass  business.  Profits  may  be  squeezed  short  term,  but 
s  eamlining  and  capacity  reductions  should  help  the  compa- 
i  and  the  industry,  in  the  future. 

vletal  container  companies  similarly  maneuvered  for  mar- 
1 :  share.  After  missing  out  on  chances  to  buy  Diamond- 


Bathurst  and  Brockway,  ever-insatiable  Triangle  Industries 
added  plastics  makers  Guardian  Packaging  and  Ludlow  Corp. 
to  its  $4.2  billion  packaging  empire.  If  a  $1.6  billion  debt  load 
or  some  other  financial  flip  doesn't  break  the  back  of  this 
monster,  steady  demand  and  overseas  expansion  could  boost 
earnings  per  share  by  14%  this  year.  On  a  smaller  scale, 
Crown  Cork  &  Seal  Co.  expanded  its  canning  operations  by 
opening  two  new  plants,  though  it  closed  its  Baltimore  bottle 
cap  plant. 

On  the  face  of  it,  plastics  looks  to  be  the  least  attractive  of 
any  packaging  product,  burdened  as  it  is  with  environment- 
alists' concerns  as  well  as  pricing  uncertainties  about  petro- 
leum, the  key  ingredient.  Yet  most  major  players  hedged  their 
bets  in  other  products  by  keeping  a  finger  in  the  plastics 
market.  Why?  Competitiveness  means  meeting  customer 
needs.  Explains  Richard  Palm  of  Merrill  Lynch,  "Plastic  con- 
tainers are  able  to  do  more  jobs."  During  1987  Ball  Corp.  and 
Triangle  Industries  pushed  squeezable  ketchup  bottles,  while 
Constar  International  (formerly  Dorsey  Corp.)  relaunched  its 
plastic  can  line.  Even  former  paper  packager  Sonoco  Products 
got  into  the  act,  shelling  out  $183  million  for  Boise  Cascade's 
consumer  packaging  group  to  cash  in  on  plastic  motor  oil 
bottles  and  other  types  of  plastic  packaging.  ■ 


Bet  hedger 
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Richard  Ringoen  of  Ball  Corp. 


eve  Kagan 


any  of  his  competitors  spent  1987  deciding  what  kind 
i  of  packaging  business  they  wanted  to  become.  But 
Richard  Ringoen,  61,  chairman  and  chief  executive  of  Ball 
Corp.,  had  to  figure  out  what  kind  of  business  he  wanted  to 
remain.  His  answer  is  one  of  the  cleverest  hedges  of  the 
year:  Ball  will  continue  with  a  strong  tie  to  its  roots  in 
glass  container  packaging  but  let  others  pay  the  capital 
costs,  as  well  as  absorb  any  losses,  if  the  gamble  doesn't 
work  out. 

Ball  Corp.  has  always  been  primarily  a  packaging  busi- 
ness, deriving  74%  of  its  $1  billion  revenues  from  contain- 
er sales.  About  20%  comes  from  glass,  a  business  that 
began  with  canning  jars  well  over  100  years  ago.  But  while 
glass  has  shown  slight  gains  in  recent  years,  that  was  not 
acceptable  to  Ringoen.  Moreover,  consolidation  was 
changing  the  industry.  Ball  clearly  had  to  become  bigger  or 
get  out  of  the  business.  "My  feeling  was  that  this  was  the 
whole  foundation  of  the  company  and  we'd  better  not  play 
too  loose  here,"  he  says. 

Ringoen's  have-it-both-ways  solution:  a  spinoff  of  Ball's 
glass  container  operations  in  an  unusual  and  imaginative 
50-50  joint  venture  deal  with  a  Netherlands-based  firm, 
Thyssen-Bomemisza  Group  (TBG).  The  deal  gives  Ball  an 
opportunity  to  remain  in  the  glass  packaging  business  as  a 
major  player  while  limiting  its  risk  in  the  event  that  glass 
starts  to  slide. 

To  pull  off  the  joint  venture,  the  first  ever  in  the  glass 
industry,  Ball  swapped  its  $200  million  (sales)  glass  busi- 
ness for  a  50%  interest  in  the  new  $550  million  company, 
Ball-Incon  Glass  Packaging,  now  the  third-largest  glass 
container  manufacturer  in  the  industry.  But  unlike  other 
packagers — Anchor  Glass  and  Triangle  among  them — that 
leveraged  their  companies  heavily  to  become  major  play- 
ers, Ball  retains  a  low  debt  load  of  21.5%  of  equity,  less 
than  half  the  industry  median. 

If  the  joint  venture  succeeds,  Ball's  shareholders  should 
benefit  handsomely.  If  the  venture  fails,  the  shareholders 
should  hardly  notice. 
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PAPER 


Suddenly  the  business  has  become 
a  license  to  print  money. 


5-year  average 


Return  on  equity 


By  Kathleen  K.  Wiegner 


Not  since  the  early  1970s  has  this  industry  enjoyed 
the  prosperity  that  a  weak  dollar  and  low  inflation 
brought  papermakers  in  1987.  Industry  earnings  were 
up  an  average  of  50%  over  1986  levels,  the  steepest  rise  in 
more  than  a  decade,  while  median  return  on  equity  rose  44% 
from  a  year  earlier. 

The  major  factor  in  all  this  was  the  weak  dollar,  which 
allowed  U.S.  producers  to  raise  prices  yet  still  compete  in 
foreign  markets.  Low  inflation  held  raw  material  costs  down. 
What's  more,  company  margins  benefited  from  cost-cutting 


measures  undertaken  over  the  last  three  years. 

For  much  of  this  decade,  printing  and  writing  grade 
paper  have  been  better  earners  than  commodity  grades, 
last  year.  Makers  of  export-oriented  commodity  paper  pij 
ucts  like  linerboard,  market  pulp  and  bleached  board  were  I 
major  beneficiaries  of  the  weak  dollar.  Export  pulp  pricesj 
alltime  highs  last  year,  rising  53%  over  1985  levels.  Cor 
nies  like  Weyerhaeuser,  International  Paper,  Great  Nor 
Nekoosa  and  Federal  Paper  Board  all  benefited.  By  contrl 
higher  prices  hurt  big  buyers  of  pulp  like  Pentair,  which  re  I 
on  outsiders  for  most  pulp  requirements,  and  James  Rive  J 

Nearly  all  paper  stocks  suffered  in  the  wake  of  the  Octc 


Tiger  in  paper 


One  reason  U.S.  international  accounts  are  a  mess  is 
that  too  many  American  businessmen  are  more  com- 
fortable doing  business  at  home  than  abroad.  Not  Philip 
Lippincott,  chief  executive  of  Scott  Paper  Co.,  the  world's 
largest  manufacturer  and  marketer  of  consumer  tissue 
products — everything  from  facial  tissues  and  toilet  paper 
to  Viva  brand  paper  towels. 

Scott's  rivals  for  years  have  mouthed  platitudes  about 
marketing  to  the  world  but  have  actually  done  little. 
Lippincott  meanwhile  keeps  grabbing  more  and  more 
business  out  from  under  their  noses — helping  both  his 
shareholders  and  the  U.S.  economy  in  the  process.  His 
latest  move  came  last  autumn  when  Lippincott  an- 
nounced plans  to  spend  more  than  $250  million  over  the 
next  three  years  to  expand  operations  in  Western  Europe, 
Scott's  biggest  investment  to  date  there.  Lippincott  plans 
to  add  new  capacity  and  to  upgrade  manufacturing  facili- 
ties in  France,  Italy  and  Spain.  Why  Europe?  Because  that's 
where  the  opportunity  is.  The  average  American  currently 
uses  42  pounds  of  tissue  products  annually,  Europeans 
only  15  pounds.  Scott  is  already  the  dominant  tissue 
products  company  in  Western  Europe,  with  $750  million 
in  1986  sales.  Lippincott  t inures  his  company's  European 
sales  could  reach  $1  billion  before  1990. 

"Between  1986  and  1991  Europe  will  need  to  add 
300,000  more  tons  of  capacity  to  meet  growth  in  demand, " 
says  Lippincott.  "That's  five  paper  machines,  and  we  ex- 
pect to  have  three  of  them.  We  expect  to  take  60%  of  the 
market  growth.  Europe  is  our  number  one  growth  oppor- 
tunity," he  predicts. 
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r  i,  as  fears  of  recession  took  their  toll  on  this  commodity 
I  ness.  Hardest  hit  have  been  highly  leveraged  companies 
il  Stone  Container,  which  has  seen  its  stock  fall  39%  from 
I  eak,  and  Great  Northern,  down  33% .  If  interest  rates  take 
t  a  1988,  these  stocks  could  suffer  even  more. 
;  it  unless  the  economy  itself  crumples,  earnings  for  the 
iistry  as  a  whole  should  continue  to  grow.  More  paper 
I  es  will  do  well  than  last  year.  Newspaper  and  magazine 
c,  :rage  of  the  Olympics  and  the  presidential  elections  will 
[i  makers  of  newsprint  and  the  coated  papers  used  by 
a  azines.  Prices  for  uncoated  free  sheet  (paper  used  in 
c  puters  and  copiers)  were  held  down  by  the  addition  of 


new  capacity  in  1986.  But  prices  this  year  should  rise  by  at 
least  5%.  Among  other  companies,  this  would  benefit  Union 
Camp  Corp.,  which  has  made  big  investments  in  this  prod- 
uct, Boise  Cascade  and  International  Paper. 

With  paper  companies  suddenly  awash  in  free  cash,  the 
question  of  what  to  do  with  that  money  will  be  critical. 
Companies  will  probably  try  to  invest  it  quickly  either  in 
new  capacity  or  in  acquisitions  to  fend  off  raiders.  But  expect 
more  consolidation.  Mead  Co.  last  year  was  rumored  to  be  a 
takeover  candidate.  And  James  Goldsmith,  who  has  taken 
over  two  paper  companies,  is  said  to  be  interested  in  Interna- 
tional Paper  or  Champion  International.  ■ 


rdsticks  of 

nance 

Profitability 

Growth 

:  inagement  perfon 

Return  on  equity 

Sales 

Earning! 

per  share 

%in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%of 

profit 

5-year 

12 

5-year 

12 

earnings 

'  tnpany 

sales/profits 

rank 

average 

months 

equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

■  erson  Smurfit 

31/64 

1 

22.5% 

49.5% 

123.6% 

6.7% 

6 

17.7% 

14.2% 

5 

18.1% 

218.8% 

high 

]  les  River  Corp  Va 

70/78 

2 

19.5 

11.2 

67.7 

3.7 

2 

39.0 

50.6 

7 

17.7 

8.7 

average 

>  t  Howard 

na/na 

3 

19.2 

12.4 

30.7 

8.7 

3 

30.4 

16.2 

10 

8.8 

-9.4 

high 

i  isolidated  Papers 

•/• 

4 

18.5 

15.0 

0.0 

11.6 

13 

6.1 

8.0 

6 

17.9 

-13.5 

high 

itair 

61/45 

5 

17.0 

9.8 

44.3 

2.0 

4 

24.6 

40.0 

11 

8.2 

5.8 

low 

water 

•/• 

6 

15.3 

11.7 

46.9 

5.7 

22 

3.3 

26.5 

20 

-8.0 

14.0 

low 

nberly-Clark 

20/28 

7 

15.0 

19.8 

29.2 

6.5 

9 

9.2 

11.9 

12 

6.6 

46.8 

high 

dia  General 

27/60 

8 

13.2 

def 

61.1 

3.3 

8 

11.2 

13.3 

21 

-8.0 

P-D 

low 

1  unison  Mfg 

55/46 

9 

12.0 

15.6 

40.9 

5.1 

20 

4.5 

4.0 

22 

-9.6 

188.8 

very  low 

leral  Paper  Board 

66/83 

10 

11.4 

19.1 

68.5 

6.2 

7 

13.4 

12.7 

18 

-6.5 

127.4 

very  low 

;  ion  Camp 

51/88 

11 

11.1 

15.5 

44.7 

8.6 

18 

5.2 

13.3 

17 

-5.1 

97.0 

low 

1  >tt  Paper 

27/36 

12 

11.1 

15.5 

90.5 

5.5 

10 

8.9 

22.3 

8 

17.5 

17.9 

average 

1  stvaco 

•/• 

13 

10.9 

13.5 

41.6 

7.7 

21 

4.3 

10.6 

14 

5.0 

35.0 

very  low 

>j  Uamette  Inds 

65/72 

14 

10.6 

20.9 

50.5 

8.0 

17 

5.3 

18.6 

1 

45.6 

76.5 

high 

J  igview  Fibre 

37/55 

15 

9.7 

26.5 

50.8 

11.1 

14 

5.9 

19.6 

2 

38.5 

117.1 

high 

Northern  Nekoosa 

•/• 

16 

9.3 

20.3 

91.0 

7.7 

11 

7.9 

17.9 

19 

-6.7 

262.2 

very  low 

esapeake                  : 

61/79 

17 

7.3 

10.4 

119.0 

3.3 

5 

18.4 

15.0 

16 

-2.5 

142.6 

very  low 

iatch 

68/na 

18 

7.2 

18.3 

58.4 

8.4 

23 

3.0 

2.3 

9 

16.1 

94.2 

low 

orgia-Pacific 

31/21 

19 

6.4 

16.9 

40.6 

5.3 

12 

6.3 

16.0 

4 

20.0 

76.9 

average 

rne  Container 

26/NA 

20 

6.2 

30.9 

181.3 

4.4 

1 

40.1 

62.4 

NM 

500.0  + 

NM 

:yerhaeuser 

41/43 

21 

6.1 

13.0 

41.6 

6.2 

16 

5.6 

22.4 

13 

5.7 

81.1 

low 

•ad 

69/76 

22 

5.5 

13.6 

69.9 

3.5 

25 

2.1 

39.3 

15 

-2.0** 

60.5 

very  low 

'  emational  Paper 

34/43 

23 

5.2 

13.5 

42.2 

5.1 

24 

2.7 

62.3 

23 

-11.8 

131.8 

low 

"se  Cascade 

41/55 

24 

4.6 

10.1 

61.8 

4.2 

19 

5.2 

2.2 

3 

20.0 

80.3 

very  low 

ampion  Intl 

76/79 

25 

3.8 

14.0 

64.2 

8.1 

15 

5.7 

-0.2 

NM 

119.3 

NM 

lastly  medians 

10.9 

15.0 

50.8 

6.2 

6.1 

16.0 

5.7 

80.3 

-industry  medians 

12.8 

13.6 

48.6 

4.3 

6.8 

8.3 

5.3 

13.9 

0%  or  more.     DD:  Segment  deficit,  total  d< 

rficit.     DP 

Segment 

deficit,  total  profit. 

PD:  Segn 

lent  profit 

total  deficit.    D-D:  1 

Deficit  to 

deficit.     DP:  Deficit 

to  profit. 

':   Profit   to   deficit,    def:   Deficit.     NA:   N< 

M   available.     NE:    Negative   equity.     NM:    Not    m 

eaningful. 

tFour-year   averag 

i.    JFour-year  growth.     ttT 

hree-year 

rage.     ttThree-year  growth 

For  further  e 

xplanation, 

see  page 

65. 

JBES,  JANUARY  11,  1988 

175 

RETAILING 


Be  thankful  for  small  favors. 


5-vear  average 


By  Jeffrey  A.  Trachtenberg 


It  was  hardly  a  banner  year  for  this  industry,  as  sales 
grew  by  only  an  estimated  6%  in  dollar  terms.  But  the 
mere  fact  that  there  were  increases  at  all  is  remarkable. 
Between  January  and  midyear,  debt-burdened  consumers  add- 
ed $27  billion  to  their  already  heavy  load,  pushing  the  total 
consumer  debt  of  the  nation,  not  including  mortgages,  to 
$606  billion,  the  highest  level  in  history.  Much  of  that  $27 
billion  went  to  keep  cash  registers  ringing  at  many  of  the 
companies  on  this  list. 

With  profits  squeezed  and  many  stocks  overpriced,  the 
takeover  action  of  previous  years  all  but  disappeared.  Beyond 
Carter  Hawley  Hale's  recapitalization  of  $1.1  billion,  and  the 
spinoff  of  its  Neiman-Marcus,  Contempo  Casuals  and  Berg- 
dorf  Goodman  divisions,  retailers  did  little  wheeling  and 
dealing.  Says  Walter  Loeb,  retail  analyst  with  Morgan  Stan- 
ley: "Evaluations  were  just  too  high  to  be  attractive." 


If  consumers  prove  unwilling,  or  unable,  to  keep  spem 
in  1988,  this  industry  could  be  in  for  some  real  trou 
Harbingers  abound.  The  Gap,  for  example,  saw  its  stock 
20  points  in  a  week  last  September,  owing  in  part  to  lowi 
earnings  estimates.  Also,  as  of  mid-November,  the  G 
total  inventories  were  still  $100  million  higher  than  a  yi 
earlier.  Biggest  problem  remains  the  Banana  Republic  d 
sion.  Its  "safari"  motif  has  become  old  hat,  and  manager^ 
is  floundering  for  a  replacement  image.  Latest  idea — a  gem 
"travel"  theme — looks  like  a  classic  case  of  stuck-in-a 
thinking. 

If  consumer  spending  does  slow,  well-managed  chains 
Wal-Mart,  Toys  "R"  Us,  Tandy,  the  Limited  and  Nordstn 
stand  to  gain  market  share  on  weaker  rivals.  "In  boom  ti 
everybody  looks  good,"  says  James  Posner,  a  retail  com 
tant.  "In  bad  times,  the  differences  will  be  more  star! 
Margins  will  be  squeezed  for  everyone,  as  well-capital: 
biggies  start  cutting  prices  to  move  goods  off  shelves  a 


Bicoastal  obsession 


In  1987  this  family-built  and  -managed 
firm  emerged  as  the  first  West  Coast 
apparel  retailer  with  the  ability  to  be- 
come a  nationwide  trendsetter.  Indeed, 
Nordstrom  appears  poised  to  parlay  its 
management  skills  into  a  company  that 
may  one  day  be  as  well  known  as  Bloom- 
mgdale's  and  Saks  Fifth  Avenue.  Since 
1980  Seattle-based  Nordstrom,  Inc.  has 
grown  from  sales  of  $346  million  to  an 
•  mi  mated  $1.9  billion  this  year,  while 
net  earnings  have  more  than  quadrupled, 
to  a  projected  $91  million.  Growth  has 
come  from  an  obsession  with  serving  the 
customer.  The  first  lesson  it  teaches  new 
employees  is  the  value  of  polite  service 
and  a  smile. 

As  if  the  idea  of  courteous  salespeople 
wrre  not  itself  an  innovation,  Nord- 
strom in  19H7  invested  in  a  transconti- 
nental beachhead  3,000  miles  away  in 
Virginia.  Whenever  West  Coast  regional 


tfi  n  ik'(  i  *,i  i\  Regbia 


Bruce  Xonistrom  of  .XonLtrom 


retailers  have  looked  at  such  moves  in 
the  past,  the  costs  and  long-distance 
management  difficulties  have  made  the 
idea  seem  too  risky.  But  Nordstrom  is 
willing  to  bet  that  the  company's  obses- 
sion with  customer  service  can  make  its 
stores  stand  out  in  the  push-and-shove 
world  of  East  Coast  department  store 
shopping. 

Thus,  in  March  Nordstrom  will  open  a 
behemoth  store  (205,000  square  feet) 
filled  with  clothing,  accessories  and  a 
few  gift  items  in  Tysons  Corner,  Va.,  no 
far  from  Washington.  That  opening  is  to 
be  followed  in  1989  by  yet  another  store 
in  Arlington,  Va.,  less  than  ten  miles 
away.  "The  two  East  Coast  stores  are  a 
beachhead  for  further  development," 
says  Bruce  Nordstrom,  54,  cochairman 
since  1977.  "There's  no  city  in  America 
without  competition.  We  want  to  go  to 
the  best  markets,  wherever  they  are." 
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26/29 

11 

12.2         26.4 

35.0 

5.3 

10 

4.7 

-12.8 

6 

18.4        142.4 

high 

dians 

18.7         20.7 

27.2 

4.7 

14.6 

10.2 

18.4          22.4 

talog  showrooms 

egel 

•/• 

1 

16.0%f  31.9% 

157.9% 

4.0% 

2 

19.5%  +. 

6.6% 

1 

46.2%+     55.9% 

average 

vice  Merchandise 

•/• 

2 

9.8          def 

262.5 

def 

1 

21.7 

10.1 

NM          D-D 

NM 

;t  Products 

•/• 

3 

4.2          def 

111.5 

def 

3 

13.4 

-6.9 

NM          D-D 

NM 

dians 

9.8           def 

157.9 

def 

19.5 

6.6 

NM          NM 

partment  stores 

lard  Dept  Stores 

•/• 

1 

21.8%      14.0% 

57.5% 

4.0% 

1 

27.6% 

15.4% 

1 

29.6%         5.2% 

very  high 

rcantile  Stores 

•/• 

2 

17.1          15.7 

25.3 

5.8 

7 

9.6 

7.2 

5 

13.5          11.6 

very  high 

y  Dept  Stores 

63/64 

3 

15.2         16.2 

44.5 

4.0 

5 

11.5 

4.7 

4 

13.6         20.0 

very  high 

awbridge 

•/• 

4 

14.4         13.2 

102.8 

2.9 

4 

12.2 

9.5 

2 

18.5           0.5 

high 

lerated  Dept  Strs 

66/88 

5 

12.9         11.5 

29.3 

2.8 

8 

8.5 

6.9 

8 

4.0          12.5 

low 

irs,  Roebuck 

67/48 

6 

12.6         12.7 

71.8 

3.4 

6 

10.3 

9.2 

6 

11.8          17.4 

average 

Penney 

•/na 

7 

12.6         13.7 

56.4 

3.6 

9 

5.1 

6.5 

9 

3.3         23.2 

low 

rson  Pine  Scott 

•/• 

8 

10.0           def 

54.3 

def 

3 

14.7 

-26.3 

7 

6.7          P-D 

very  low 

>bil 

11/4 

9 

9.3           7.1 

49.0 

2.2 

13 

-5.5 

-1.8 

11 

-9.5        -34.1 

average 

oitabie  of  Iowa 

46/25 

10 

8.7          7.3 

8.5 

3.8 

12 

-0.2 

9.4 

3 

16.2        -49.8 

average 

:xander's 

•/• 

11 

6.2           1.6 

52.9 

0.3 

11 

0.2 

0.5 

10 

-2.9+      -54.2 

very  low 

iter  Hawley  Hale 

•/• 

NA          NA 

NE 

def 

10 

1.8 

NA 

NM           NA 

NA 

iman-Marcus  Group 

•/• 

NA          NA 

30.2 

def 

2 

17.0+ 

NA 

NA           NA 

NA 

dians 

12.6         12.7 

49.0 

2.9 

9.6 

6.9 

9.3           5.2 

scount  and  variety 

d-Mart  Stores 

•/• 

1 

35.5%     33.2% 

53.3% 

3.8% 

3 

37.2% 

36.1% 

1 

37.9%      41.1% 

very  high 

nily  Dollar  Stores 

•/• 

2 

28.5         17.6 

0.0 

4.4 

5 

23.0 

14.9 

3 

29.8        -18.9 

NM 

:d  Meyer 

66/na 

3 

22.7t       14.1 

55.2 

1.6 

11 

11.8+. 

6.2 

2 

32.7+          3.4 

high 

'  aes  Dept  Stores 

•/• 

4 

20.2           6.1 

35.4 

1.2 

2 

41.1 

11.6 

7 

15.4        -43.4 

average 

•liar  General 

•/• 

5 

18.9           3.5 

70.8 

0.6 

6 

20.7 

4.3 

13 

-2.5        -60.0 

very  low 

yre 

57/58 

6 

17.8         24.6 

68.5 

2.7 

4 

23.8 

23.6 

4 

23.0          93.0 

very  high 

se's  Stores 

•/• 

7 

17.4         13.5 

41.2 

1.9 

8 

15.0 

14.4 

6 

20.3          -9.8 

high 

yton-Hudson 

78/72 

8 

17.2         14.2 

69.1 

3.1 

9 

14.0 

7.1 

9 

13.1           10.0 

very  high 

>p  &  Shop  Cos 

48/51 

9 

17.1           8.5 

81.6 

0.9 

10 

13.4 

7.2 

12 

-2.0        -14.3 

very  low 

nesway 

•/• 

10 

15.6         11.4 

77.4 

1.9 

7 

15.7 

17.6 

10 

12.7          25.9 

low 

ly  Dept  Stores 

28/18 

11 

15.2         16.2 

44.5 

4.0 

12 

11.5 

4.7 

8 

13.6          20.0 

very  high 

aiart 

•/• 

12 

13.8         20.6 

62.0 

2.7 

13 

8.4 

6.2 

11 

12.7        160.7 

low 

/  Woolworth 

65/48 

13 

6.6         16.0 

22.5 

3.4 

15 

-0.1 

9.5 

5 

20.8+4       14.6 

NM 

•ss  Stores 

•/• 

14 

2.8+        def 

104.2 

def 

1 

90.3++ 

25.6 

NM          P-D 

NM 

,  lis  Dept  Stores 

•/• 

NA          NE 

NE 

2.2 

14 

4.4+. 

1.8 

NA           NA 

NA 

:dians 

17.3         14.1 

55.2 

2.2 

15.0 

9.5 

14.5            6.7 

rags 

nerican  Stores 

21/NA 

1 

25.9%      13.7% 

89.4% 

1.1% 

2 

17.6% 

1.3% 

2 

16.8%        0.3% 

average 

algreen 

•/• 

2 

22.7         18.7 

26.5 

2.4 

3 

15.9 

17.0 

1 

18.2           0.6 

very  high 

teAid 

•/• 

3 

22.6         28.9 

29.7 

6.4 

5 

9.7 

24.1 

3 

11.7          85.4 

high 

ngs  Drug  Stores 

•/• 

4 

16.2         14.3 

0.0 

2.5 

4 

10.2 

10.4 

5 

5.0          13.3 

high 

try  Drug  Stores 

75/na 

5 

12.6           def 

176.5 

def 

1 

27.8 

14.5 

4 

7.2           P-D 

low 

cific  Lighting 

25/19 

6 

10.9         14.5 

70.2 

4.4 

6 

8.4 

-3.1 

6 

-18.1          78.0 

average 

y'n  Save 

•/• 

NA          def 

359.0 

def 

NA 

NA 

NA           NA 

NA 

edians 

19.4         14.3 

70.2 

2.4 

13.0 

12.4 

9.5            6.9 

Wi  or  more     DD:  Segment 

deficit,  total  dc 

jficit.     DP:  Segment  deficit,  total  profit. 

PD:  Segn 

lent  profit,  total  deficit.     D-D: 

deficit  to 

deficit     DP:  Deficit 

to  profit. 

)    Profit   to   deficit,     def:    Deficit      NA:    N< 

>t   available      NE:    Negative 

equirv      NM:    Not    m 

eaningfu 

+Four  year   averag 

e.     +.Four-year   growth      ++T 

hree-year 

?rage     t+Three-year  growth 

For  further  e 

Kplanation,  see  page  65. 
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Announcinga 
major  improvement 

in  plastic. 


.!0ov* 


The  Mileage  Plus  First  Card.  It's  the  only  Visa  Card  that  earns  one  bonus  mile  in  United  Airline 
Mileage  Plus  Program  for  every  purchase  dollar  you  charge — for  travel  or  anything  else — at  over  five 
million  locations  worldwide. 

The  Mileage  Plus  First  Card  is  yours  free  with  no  annual  fee  for  the  first  year.  Thereafter,  the 
annual  fee  is  just  $45.00.  And  our  variable  annual  percentage  rate  is  indexed  at  9.4  points  above  the 
prime  rate  as  published  in  The  Wall  Street  Journal* 

Apply  today  and  you'll  receive  a  $25.00  travel  certificate  when  your  account  is  opened. 

You'll  also  get  an  introductory  upgrade  package  after  you  make  your  first  purchase  with  the  card.  I 

Plus  comprehensive  travel  protection  benefits  worldwide. 

16  apply  fill  out  the  application  on  the  next  page.  If  it's  missing,  call  1-800-621-1203,  or  pick  up  an 
application  at  United  Airlines  ticket  counters,  or  your  Travel  Agent. 

Applicat  ions  submit  ted  for  the  AllegisFirst  Card  will  be  honored  for  the  new  Mileage  PlusFirst  Card. 

Tea  example,  based  on  a  |une  IS,  1987  prime  rate  of  8.25%,  the  annual  percentage  rate  on  July  billing  statements  would  have  been  1765% .  There 
sh.il  1  be  a  cash  advance  fee  tor  each  cash  advance  which  you  obtain  (other  than  Visa  checks)  equal  to  2%  of  the  transaction  amount. 


/0/uniTGD  AiRLines 


Hi  FIRST  CHICAGO! 

^H?'  CORPORATION 


J 


RETAILING 


h]  'room  floors. 
10  gets  hurt  worst  if  the  customers  cut  back?  History 
rs  that  low-end  retailers  almost  always  suffer  the  steep- 
ales  declines  as  less  affluent  shoppers  snap  shut  their 
v:  ;ts  and  purses.  Thus,  look  for  pressure  on  stocks  such  as 
lc  Stores  and  Ames  Department  Stores.  By  contrast,  chains 
h  cater  to  the  carriage  trade  almost  always  experience 
a  er  setbacks.  Thus,  any  list  of  stormy  weather  retailing 
ti  ics  for  1988  would  have  to  include  Nordstrom  and  Carter 
i  ley  Hale. 


Meanwhile,  all  U.S.  retailers  can  expect  increased  competi- 
tion from  foreign  firms  like  France's  $8-billion-plus  (retail 
sales)  Au  Printemps  department  store  chain,  which  in  1987 
opened  a  sprawling,  95,000-square-foot  Denver  specialty 
store.  Printemps  plans  to  open  nine  more  units  in  the  U.S.  in 
the  next  ten  years.  Marks  &.  Spencer,  through  its  M&S 
Canada  subsidiary,  now  operates  3,000-square-foot  D'Al- 
lairds  stores  in  Syracuse,  Albany,  Poughkeepsie  and  Water- 
town,  N.Y.  Italy's  ubiquitous  Benetton  chain  (the  bane  of  any 
parent  of  a  teenage  daughter)  has  licensed  more  than  700 
stores  nationwide  since  1979.  Britain's  Laura  Ashley  chain 
has  more  than  135  outlets  nationwide.  With  the  exception  of 
Marks  &  Spencer,  which  has  always  catered  to  the  cost- 
conscious,  all  are  skimming  off  affluent  customers  who 
would  otherwise  leave  their  money  in  stores  like  Blooming- 
dale's,  Macy's  and  the  Limited.  ■ 


Profitability 

Growth 

Return 

on  equity 

Sales 

Earnings  per  share 

%in 

latest 

debt  as 

net 

latest 

latest 

— segment — 

5-year 

12 

%of 

profit 

5-year 

12 

5-year 

12 

earnings 

•  npanv 

sales/profits 

rank 

average    months    equity 

margin 

rank 

average 

months 

rank 

average 

months 

stability 

.  miry 

|  ens 

45/na 

1 

21.7% 

31.9% 

85.9% 

7.5% 

1 

11.2% 

2.1% 

1 

8.5% 

29.0% 

very  high 

i  don  Jewelry 

•/dd 

2 

8.0 

def 

5.3 

def 

2 

0.6 

-20.6 

2 

-15.5 

P-D 

average 

,  dians 

14.9 

12.1 

45.6 

1.3 

5.9 

-9.3 

-3.5 

NM 

IMS 

lviUe 

29/33 

1 

22.8% 

20.4% 

4.5% 

4.6% 

1 

13.7% 

10.2% 

2 

11.2% 

11.0% 

very  high 

son  Bros  Stores 

63/55 

2 

15.1 

5.2 

32.2 

1.3 

2 

3.9 

3.8 

4 

-2.9 

-56.9 

very  low 

wn  Group 

44/na 

3 

13.6 

12.3 

35.5 

2.9 

3 

0.8 

10.2 

5 

-5.7 

51.3 

low 

-TCO 

25/24 

4 

8.8 

9.4 

13.6 

4.2 

5 

-0.6 

22.2 

3 

-2.4 

13.9 

very  low 

Woolworth 

28/50 

5 

6.6 

16.0 

22.5 

3.4 

4 

-O.l 

9.5 

1 

20.8*4 

14.6 

very  high 

aesco 

47/32 

6 

def 

24.0 

64.6 

4.1 

6 

-5.1 

14.6 

NM 

DP 

NM 

dians 

11.2 

14.1 

27.4 

3.8 

0.4 

9.9 

-2.6 

14.2 

iscellaneous 

;hland  Superstores 

•/• 

1 

64.4% 

13.3% 

53.8% 

2.2% 

6 

39.3% 

15.1% 

3 

57.2% 

-38.5% 

NM 

ce  Co 

•/• 

2 

50.7 

24.3 

52.2 

2.3 

4 

64.9 

24.9 

2 

61.9 

20.0 

very  high 

me  Depot 

•/• 

3 

40.4 

23.5 

10.5 

3.2 

3 

81.0 

43.0 

4 

27.5* 

114.3 

average 

cuit  City  Stores 

•/• 

4 

31.7 

28.1 

76.0 

3.6 

5 

42.0 

42.1 

1 

63.2 

64.3 

very  high 

ndy 

69/NA 

5 

27.4 

19.5 

14.1 

7.4 

14 

12.2 

13.4 

12 

4.2 

30.9 

very  low 

ys  "R"  Us 

•/• 

6 

23.0 

16.9 

18.9 

6.1 

9 

25.2 

26.1 

9 

22.4 

32.6 

very  high 

neral  Host 

68/dp 

7 

20.7 

30.4 

55.9 

10.4 

17 

4.3 

-A.2 

14 

-0.8 

71.0 

very  low 

chinger 

•/• 

8 

19.3 

17.1 

108.6 

5.3 

10 

23.8 

23.2 

7 

23.1 

33.7 

very  high 

?Boys 

•/• 

9 

18.9 

29.7 

46.6 

6.3 

13 

15.2 

18.5 

10 

16.0 

140.4 

very  high 

we's  Cos 

•/• 

10 

17.7 

10.8 

28.8 

2.4 

12 

22.1 

7.6 

6 

23.1 

-7.0 

high 

erwin-Williams 

65/41 

11 

17.6 

22.5 

20.2 

6.5 

20 

1.8 

-21.9 

8 

22.5 

44.3 

very  high 

yless  Cashways 

•/• 

12 

17.4 

11.2 

32.3 

2.4 

8 

27.9 

14.3 

11 

9.0 

-2.4 

average 

ermark 

80/89 

13 

13.7 

3.7 

499.3 

0.5 

7 

30.3 

10.4 

NM 

DP 

NM 

jwn  Group 

25/24 

14 

13.6 

12.3 

35.5 

2.9 

21 

0.8 

10.2 

15 

-5.7 

51.3 

low 

atty's 

•/• 

15 

12.8 

6.5 

28.8 

2.1 

15 

11.8 

3.6 

13 

-0.3 

-9.5 

very  low 

beno-Culver 

32/18 

16 

7.4 

15.3 

31.1 

3.5 

16 

9.9 

0.0 

16 

-5.8 

88.2 

very  low 

imenca 

48/27 

17 

6.5 

18.9 

141.3 

6.3 

23 

-7.0 

-21.7 

5 

27.0** 

22.6 

very  high 

sinessland 

•/• 

18 

deft 

11.8 

90.6 

1.7 

2 

237.4t| 

44.2 

NA 

200.0 

NM 

iCE  Membership 

•/• 

19 

deft 

0.7 

56.9 

0.1 

1 

242.8** 

74.7 

NA 

DP 

NM 

ossman's 

•/• 

20 

deft 

44.4 

185.2 

1.1 

22 

-5.1 

-15.7 

NM 

D-P 

NM 

ickes  Cos 

56/43 

21 

deftt 

13.7 

171.8 

2.6 

19 

3.9 

40.2 

17 

-AAMt 

114.8 

average 

lild  World 

•/• 

NA 

5.4 

16.1 

1.5 

11 

22.9 

25.4 

NA 

0.0 

NA 

>stco  Wholesale 

•/• 

NA 

4.1 

147.4 

0.3 

NA 

83.7 

NA 

-6.7 

NA 

Jme  Shopping 

•/• 

NA 

58.9 

357.6 

5.1 

NA 

263.5 

NA 

50.0 

NA 

estern  Auto  Supply 

•/• 

NA 

500.0  + 

321.3 

0.9 

18 

4.2 

20.6 

NA 

NA 

NA 

(dians 

17.6 

16.9 

53.8 

2.6 

22.1 

18.5 

16.0 

47.1 

dustry  medians 

16.1 

14.0 

52.5 

2.7 

13.6 

10.1 

11.8 

14.6 

1-industry  medians 

12.8 

13.6 

48.6 

4.3 

6.8 

8.3 

5.3 

13.9 

70%  or  more  DD:  Segment  deficit,  total  defici:  DP:  Segment  deficit,  total  profit.  PD:  Segment  profit,  total  deficit.  D-D:  Deficit  to  deficit.  DP:  Deficit  to  profit. 
y  Profit  to  deficit,  def  Deficit  NA  Not  available.  NE:  Negative  equity  NM:  Not  meaningful  tFour-year  average.  *Four-year  growth.  ttThree-year 
erage.    **Three-year  growth.     For  further  explanation,  see  page  65. 
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SURFACE 
TRANSPORTATION 


In  a  cutthroat  industry  it  was 
enough  simply  to  survive. 


5-year  average 


Return  on  equity 


By  Jonathan  Clements 


During  1987  one  phrase  said  it  all — rate-slashing — ani 
result  was  earnings  erosion  for  just  about  every  compai 
this  industry.  Could  it  get  worse  in  1988?  Yes  for  rails,  m 
for  trucks. 


I 


1    Earnings  per  share                        B££JB 

"i  i  i  i  n           H- 

All-industry  medians  J 
1     1     1     1     1     1     1 

which  au 

thonzed  the  deregulation  of  the  railroads  in  19'  / 
which  would  push  rail  rates  down  further,  is  aln 

new  bill, 

Yardsticks  of 
management  performance 

Profitability 

Growth 

Return 

in  equity 

Sales 

Earnings  per  share 

%  in 
— segment — 
Company                                   sales/profits 

rank 

5-year 
average 

latest       debt  as     net 
12            %  of        profit 
months    equity      margin 

rank 

latest 
5-year      12 
average    months 

rank 

latest 
5-year      12 
average    months 

suit} 

Railroads 

Norfolk  Southern                          82/» 
American  Standard                         27/26 
Kansas  City  Southern                    66/« 
Burlington  Northern                       54/pd 
Santa  Fe  Southern                           75/36 

1 
2 
3 
4 
5 

11.0% 

10.5 
9.4 
8.0 

7.2 

8.5%     14.1%      3.5% 
14.6        35.9          3.6 
def        63.7         def 
9.5         79.6          5.3 
0.2        33.7         def 

6 
3 
5 

2 
9 

3.3%     -0.5% 

6.8          4.9 

6.3          7.3 

14.0      -11.9 

-1.0        -5.6 

2 
3 

-0.1%    -13.2% 
-3.1          38.3 
NM          P-D 
NM          DP 
NM       -96.1 

ven  v. 
ven  .v. 

N 

N 

N 

CSX                                                   75/66 
Union  Pacific                                   58/pd 
CNW                                                  •/• 
Trinity  Industries                            33/33 
Soo  Lint                                             •/• 
GATX                                               41/53 
Consolidated  Rail                              •/• 

6 

7 

8 

9 

10 

11 

12 

7.0 
5.6 
4.0 
2.5 
0.4 
def 
NE 

8.2  67.0         5.3 

15.0  67.6        10.2 
10.9       135.3          4.7 

2.3  109.4          0.7 
def      146.2          def 

16.1  500.0+       6.9 
NE         23.8          8.5 

4 

7 

8 

11 

1 

12 

10 

6.8         14.8 

2.8      -19.4 

0.7        -0.2 

-5.1         12.8 

17.6        -4.8 

-13.7        -4.4 

-4.8           2.1 

1 

NM          DP 
NM          DP 
NM       500.0  + 
NM       -42.5 
NM         D-D 
NM         83.1 
44.0       -19.7 

N 
N 
N 

N 

Medians 

6.3 

8.3         67.3          4.2 

3.0        -0.4 

NM          12.5 

Trucking  and  leasing 

Minstar                                             30/3 
Carolina  Freight                                •/• 
Ryder  System                                   80/86 
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i  committee  stage.  Railroad  men  also  fear  that  union  pres- 
«  e  could  lead  to  an  amendment  granting  featherbedding 
y  ttection  to  workers  affected  by  the  spinoff  of  branch  lines, 
c  which  there  have  been  160  since  the  start  of  the  decade. 
,  Since  revenues  look  unlikely  to  improve  in  1988,  railroads 
; :  attacking  costs.  Two  rails — CSX  and  CNW — are  currently 
igotiating  new  independent  labor  contracts.  Other  railroad 
i  :cutives  are  watching  anxiously,  hoping  too  much  isn't 
^  en  away. 

iVith  earnings  prospects  bleak,  some  railroads  are  attempt- 
h  to  turn  themselves  into  one-stop  transportation  compa- 
.  :s  In  1986  CSX  purchased  Sea-Land,  a  leading  container- 
I  ip  operator,  and  Union  Pacific  acquired  Overnite  Transpor- 
lon,  the  fifth-largest  trucker.  CSX  also  owns  American 
immercial  Lines,  one  of  the  country's  largest  barge  opera- 
I  s,  and  Texas  Gas,  a  major  natural  gas  transportation  com- 
'tiy.  In  1985  Norfolk  Southern  bought  North  American  Van 


Lines,  and  in  1987  it  made  a  bid  for  Piedmont  Aviation,  only 
to  lose  out  to  USAir. 

Among  the  truckers,  rate-cutting  has  been  most  devastat- 
ing in  the  less-than-truckload  (LTL)  segment  of  the  market. 
The  number  of  general  freight  carriers  has  more  than  doubled 
in  the  past  eight  years,  to  36,000,  but  most  of  these  compa- 
nies are  mom-and-pop  operations  that  stick  to  the  truckload 
market. 

The  LTL  market,  by  contrast,  is  now  dominated  by  the  big 
three— Consolidated  Freightways,  Roadway  Services  and  Yel- 
low Freight — which  together  account  for  a  third  of  the  mar- 
ket. Market  concentration  is  likely  to  grow,  especially  if  rate- 
cutting  and  the  resulting  bankruptcies  continue.  McLean 
Trucking  closed  its  doors  in  1986,  Milne  Truck  Lines  in  1987. 
Analysts  expect  a  top-ten  trucking  company  to  close  soon, 
possibly  in  1988.  That  will  mean  more  market  share  for  the 
survivors,  and  possibly  also  an  easing  of  rate  pressure.  ■ 


In  the  passing  lane 


I  f%  ne   trucking   service   is 

I  ^r  much      like      another. 

'  There  is  little  customer  loy- 

,  alty,  no  brand  names,  and 
costs  are  about  the  same  for 
everyone.  So  how  does  a 
competitor  go  about  increas- 
ing its  market  share?  That 
was    the     question     facing 

1  Roadway  Services  President 
Joseph  Clapp  after  his  com- 
pany had  been   toppled   in 

•  1986  by  archrival  Yellow 
Freight  from  its  position  as 

I  the    U.S.'     largest    general 

i  freight  carrier.  Over  the  pre- 

j  vious  two  years,  while  Road- 

I  way  pursued  an  ambitious 

.  plan  to  set  up  a  package  ser- 
vice to  rival  that  of  UPS,  Yel- 
low Freight  and  other  major 
less-than-truckload    carriers 

■  had  grabbed  the  bulk  of  the 
new  trucking  tonnage. 

In  late  1986  Clapp  struck 
back,  using  a  business  ap- 
proach favored  by  Japanese,  Korean  and  Taiwanese  export- 
ers: He  "bought"  market  share  through  aggressive  pricing. 

'"Moreover,  with  no  long-term  debt,  and  $315  million  in 
cash,  Clapp  had  all  the  staying  power  he  needed. 

Trucking  rates  quickly  fell  to  1981  levels,  while  Road- 
way's tonnage  jumped  17%  in  the  past  year.  The  gain 
partly  reflected  improved  service,  but  there  was  a  kind  of 
bandwagon  effect  involved  as  well.  Clapp  had  the  financial 
muscle  to  regain  market  share  at  the  expense  of  his  rivals. 


Joseph  Clapp  of  Roadway  Senices 


Bruce  Zake  Picture  Group 


Also,  shippers  have  grown  fearful  that  their  cargoes  could 
get  tangled  up  in  a  messy  trucking  bankruptcy  proceeding 
if  they  shipped  with  rivals,  and  have  pushed  more  business 
than  ever  in  Roadway's  direction. 

Rates  lately  seem  to  have  stabilized.  If  they  stay  firm 
into  1988  and  the  economy  doesn't  slacken,  Roadway 
investors  will  reap  a  big  reward.  Though  still  below  their 
1984  peak,  earnings  per  share  should  jump  by  an  industry- 
best  50%  this  year. 
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TELECOMMUNICATIONS 


Profits  grow  as  companies  target  commercial 
customers  over  individuals. 


5-year  average 


Return  on  equity 


By  Patrice  Duggan 


... 


I'f  stock  prices  were  all  that  mattered,  1987  was  i\ 
hum  year  for  the  companies  in  this  industry.  Ovell 
i  shares  performed  slightly  below  market  averages,  thep 
earnings,  while  lagging  behind  those  of  other  industries,  j  •» 
steadily.  Yet  for  all  the  seeming  calm,  technological  chgt 
swept  through  equipment  makers,  and  marketing  opport  a 
ties  opened  up  everywhere. 

For  the  major  long-distance  carriers,  Federal  Commuii 
tions  Commission-mandated  price-cutting  continued,  wu 
ing  away  MCI  and  US  Sprint  price  advantages  and  forof 
them  to  look  for  new  ways  to  increase  market  share,  if 
strategy?  Go  after  commercial  clients  more  concerned  aim 
quality  service  than  discount  prices.  MCI  introduced  a  stjf 
of  new  services  for  business  clients,  and  US  Sprint  touted  it 
clarity  of  signals  carried  on  its  new  fiber-optics  network. 

In  spite  of  earlier  worries  that  AT&T  would  emerge  fa 
divestiture  as  a  floundering,  hapless  giant  in  long-dist<« 
service,   1987  showed  the  company  healthy  and  resibM 


with  estimated  1987  earnings  per  share  up  to  $1.45,  froofl 
cents  in  1986.  (A  writeoff  of  $3.2  billion  in  the  last  quartA 
1986  followed  layoffs  and  cost-cutting  moves.) 

By  contrast,  US  Sprint  still  hasn't  recovered  from! 
disruptive  effects  of  the  merger  of  GTE  and  United  TelecB 
munications  in  July  1986.  In  1987's  second  quarter  alA 
operating  losses  were  $282  million  on  sales  of  only  $|f 
million. 

During  1987  local  service  providers  pushed  the  limitH 
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r  r  allowed  rate  of  return  and  looked  increasingly  for  diver- 
i  ation  opportunities.  Regional  telephone  companies  have 
il  idy  entered  nonregulated  areas  like  cellular  service  and 
n'  iishing  Yellow  Pages  outside  of  their  regions,  yet  earnings 
it;  come  mostly  from  regulated  phone  service. 
>r  equipment  manufacturers,  1987  was  tumultuous,  as 

I  e  markets  emerged  out  of  nowhere  while  others  faded 

II  y.  Those  companies  providing  software-intensive  equip- 
r  it,  like  Tl  networking  equipment,  fared  far  better  than 
1!  ;e  providing  standard  office  and  home  telephone  equip- 
r  it,  such  as  TIE/Communications,  where  a  maturing  mar- 
c.1  saw  slower  demand. 

onsolidation  and  acquisition  among  equipment  makers  is 
il  'ping  up.  Unisys'  bid  for  Timeplex  (sales,  $147  million) 


represents  the  urgent  need  small,  innovative  companies  have 
to  gain  access  to  resources  for  research  and  marketing  in  an 
industry  always  one  step  ahead  of  itself. 

What's  ahead?  Until  now,  rates  for  long-distance  carriers 
have  been  set  by  a  formula  that  allows  only  a  certain,  fixed 
return  on  shareholder  equity.  But  in  1987  the  FCC  recom- 
mended adopting  a  new,  more  liberal  rate-setting  formula 
that  allows  the  carriers  to  increase  their  profits  by  simply 
cutting  costs.  If  the  proposal  goes  into  effect  in  the  next  year, 
which  now  seems  likely,  it  could  influence  regulators  of  local 
companies  as  well.  MCI  and  US  Sprint  are  hoping  that,  free  to 
pursue  higher  profits,  AT&T  will  be  more  likely  to  cut  its 
costs  than  its  prices  to  customers — which  means  wider  mar- 
gins for  everyone.  ■ 


Pinch -hit  hero 


Orville  Wright  of  MCI  Communications  Corp. 


fothenne  Lambert 


Telephone  companies  large  and  small  all  want  to  move 
more  aggressively  into  commercial  markets.  But  only 
MCI  Communications  Corp.  has  demonstrated  the  mana- 
gerial innovation  and  flexibility  to  wheel  out  the  new 
products  necessary  to  make  the  switch. 

Thanks  go  to  V.  Orville  Wright,  former  MCI  president 
and  current  co-chief-executive.  Wright  came  out  of  18 
months  of  retirement  to  take  over  for  MCI's  affable  chair- 
man, William  McGowan,  who  underwent  a  heart  trans- 
plant in  the  spring. 

.  Suffering  from  lower  rates  and  higher  access  charges  in 
the  wake  of  "equal  access,"  as  ordered  by  the  courts,  MCI 
hit  bottom  in  1986,  with  losses  of  $448  million.  By  Febru- 
ary 1987  its  stock  traded  at  $5  per  share,  down  82%  from 
its  alltime  high  of  27%  in  June  1983.  But  the  company's 
turnaround  strategy  was  about  to  pay  off  big:  Go  after 
commercial  accounts  rather  than  the  less  profitable  resi- 
dential market. 


The  first  step  in  the  strategy  had  been  to  retrain  old  and 
hire  new  sales  people  prepped  to  deal  with  major  corporate 
clients.  Next,  the  company  added  a  new  toll-free  service, 
which  provides  more  detailed  billing  information,  and  a 
WATS-type  service  with  flexible  billing  based  on  frequen- 
cy and  distance  of  usage.  Finally,  MCI  increased  the  num- 
ber of  countries  that  its  service  reaches.  Operator-assisted 
dialing  for  international  calls  has  also  been  announced. 

What  has  all  this  brought  MCI?  In  1987  the  company 
landed  contracts  with  the  Pentagon  (taking  substantial 
business  from  AT&T),  United  Airlines,  Westinghouse  and 
J.C.  Penney.  While  most  analysts  anticipated  that  MCI 
would  be  lucky  to  break  even  in  1987,  earnings  of  30  cents 
per  share  are  expected,  and  Robert  Morris  of  Prudential- 
Bache  Capital  Funding  believes  that  figure  could  nearly 
triple  in  the  next  12  to  18  months.  Meanwhile,  MCI's 
stock  has  almost  doubled  since  February,  outperforming 
the  market  as  well  as  its  major  competitors. 
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WHO'S  WHERE  IN 
GROWTH 


Yes,  1987  annual  reports  looked  better  than  they  had 
in  years.  But  after  1987  come  1988  and  1989. 


By  Steve  Kichen 


Wall  Street's  plunge  came  too  late  for 
any  ripple  effects  to  damage  1987  earnings. 
Latest- 12-month  per-share  earnings 
leaped  to  a  median  13.9%  for  this  list,  vs. 
2.8%  the  year  before.  Long-term  earnings 
performance  improved  dramatically.  The  median  company 
in  last  year's  report  had  a  five-year  average  change  in 
earnings  of  -0.9% .  The  figure  is  now  up  to  5.3% .  Of  the  73 1 
companies  ranked  in  the  following  table,  16.3%  show 
five-year  average  earnings  growth  of  25%  or  better,  vs. 
13.7%  of  the  firms  in  1986.  Results  for  latest-12-month 
earnings:  27.4%  of  the  corporations  have  12-month  earn- 
ings growth  of  25%  or  more,  compared  with  about  the 
same  for  1986. 

Right  after  the  crash,  security  analysts  began  working 
overtime  to  chop  1988  earnings  estimates.  According  to 
Stan  Levine,  vice  president  of  New  York-based  Lynch, 
lanes  &  Ryan,  a  brokerage  firm  that  publishes  the  Institu- 
tional Brokers  Estimate  System,  Wall  Street  analysts 
drastically  cut  estimates  for  transportation,  financial  ser- 
vices and  consumer  durables  companies.  Drug  compa- 
nies, computer  software  service  companies  and  a  few  other 
groups  showed  improvement.  "Most  strategists  are  not 
predicting  a  recession,  just  a  slowing  in  the  rate  of  economic 
growth,"  says  Levine.  According  to  Levine,  economic 
strategists  expect  earnings  of  the  companies  in  the  S&P  500 
index  to  be  up  12.7%  over  estimated  1987  earnings,  com- 
pared with  a  1 9.6%  rise  from  1 986  to  1 987.  Is  Wall  Street  too 
inistic? 
Of  the  top  100  corporations  ranked  by  five-year  sales 
\  th,  1 8  are  from  the  banking  industry.  Leading  the 
banks  is  Los  Angeles-based  Columbia  Savings  &  Loan 


Association,  ranked  8th  overall.  Retailing  takes  second 
place,  with  15  companies.  Only  a  few  manufacturers 
were  on  top.  Triangle  Industries,  which  has  grown  by  ac- 
quiring other  packaging  companies,  is  ranked  23rd.  Com- 
petitor Stone  Container  is  in  42nd  place. 

When  growth  rates  cover  only  a  three-  or  four-year 
period  instead  of  the  regular  five-year  stretch,  the  figures 
can  be  unusually  high.  Such  instances  are  footnoted  in 
the  tables.  Fourth-ranked  Singer,  for  example,  has  long- 
term  average  earnings  growth  of  126.9%.  But  this  is  only ; 
three-year  rate.  Singer  has  been  around  for  over  a  century,  sc| 
why  does  it  have  a  shortened  earnings  growth  rate  span? 
In  1 982  the  company  lost  $  1 .63  per  share.  So  the  growth  rat< 
had  to  start  with  1983,  a  year  in  which  Singer  made  a 
partial  recovery.  Thus  Singer's  126.9%  average  annual 
earnings  growth  rate  reported  here  is  an  aberration  and 
cannot  be  maintained  for  long. 

In  fact,  of  the  50  top-ranked  companies  in  the  following 
table,  only  7  show  latest- 12-month  earnings  exceeding 
their  five-year  average  growth  rates.  Twenty  of  the  50 
show  either  a  negative  change  in  latest-1 2-month  earnings) 
or  have  gone  from  a  profit  to  a  deficit  condition. 

Companies  in  startup  situations  can  have  particularly 
distorted  growth  rates.  Top-ranked  Reebok  International 
went  from  sales  of  less  than  $1  million  in  1980  to  over  $1 
billion  in  1987.  Reebok's  four-year  earnings  growth  rate 
starts  in  1983,  when  earnings  were  only  1  cent  per  share. 
The  next  year  earnings  rose  to  8  cents,  a  700%  rise.  (In  this 
issue  any  annual  growth  rate  greater  than  500%  is  marked 
500  + .)  Will  Reebok  stay  on  top?  Consider  this:  In  1983 
Nike  was  the  hot  shoe,  and  that  company  took  second 
place  with  five-year  average  sales  growth  of  98%.  Where  isfl 
Nike  now?  It  is  ranked  644th  with  a  five-year  average 
change  in  earnings  of —4.7%.  ■ 
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I 

Darnings 

>er  share 

Sales 

Earnings 

>er  share 

Sales 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

o  tany 

rank 

average 

months 

rank 

average 

months 

Company 

rank 

average 

months 

rank 

average 

months 

e  ik  International 

1 

200  +  %} 

25.9% 

1 

292.5% 

63.7% 

Golden  West  Finl 

66 

38.4%}} -8.0% 

194 

17.6% 

-5.8% 

if  ealthcare 

2 

158.0} 

56.6 

11 

80.9} 

19.6 

Ramada 

67 

38.2}} 

-7.1 

443 

8.9 

14.8 

a  iicrcsystems 

3 

130.4}} 

87.9 

4 

190.2}} 

137.8 

Wal-Mart  Stores 

68 

37.9 

41.1 

50 

37.2 

36.1 

ii  r 

4 

126.9}* 

37.9 

962 

-7.1 

-2.9 

Kaufman  &  Broad 

69 

37.6}} 

54.5 

167 

19.4 

35.9 

c  >aq  Computet 

5 

124.8}} 

120.6 

13 

75.2}} 

64.6 

Home  Federal  S&L 

70 

36.9}} 

-6.0 

202 

17.1 

4.2 

n  son  Radio 

6 

119.9 

P-D 

19 

63.2 

12.6 

Bausch  &  Lomb 

71 

35.9 

12.5 

618 

5.2 

22.1 

•a.d 

7 

106.8} 

-5.0 

103 

26.7 

3.8 

Ralston  Purina 

72 

35.8 

35.4 

758 

2.6 

6.4 

3  slei 

8 

104.6} 

1.9 

157 

19.8 

11.4 

Super  Food  Services 

73 

35.4 

13.5 

546 

6.7 

7.9 

1  ervices 

9 

93.3}} 

-46.9 

307 

12.8 

14.3 

Armstrong  World  Inds 

74 

34.5 

26.1 

511 

7.6 

22.0 

1;  o  Industries 

10 

93.2 

4.2 

579 

5.9 

-14.6 

CNA  Financial 

75 

34.5 

-17.5 

252 

14.8 

22.2 

1  tar 

11 

86.3 

-91.5 

6 

136.8 

^13.3 

Northrop 

76 

34.5 

11.4 

126 

23.7 

8.6 

!>  >va 

12 

76.3 

P-D 

451 

8.7 

0.2 

Tribune 

77 

34.2 

-60.6 

459 

8.5 

6.1 

1  n  Foods 

13 

75.5 

34.7 

117 

25.1 

18.8 

Great  A&P  Tea 

78 

33.5} 

51.0 

538 

7.0 

32.9 

I  estead  Financial 

14 

75.5 

-22.7 

25 

52.6 

-1.5 

Geico 

79 

33.0 

14.5 

264 

14.4 

11.7 

1  wood  Enterprise 

15 

74.7 

16.8 

110 

26.0 

7.8 

Fred  Meyer 

80 

32.7} 

3.4 

339 

11.8} 

6.2 

b  nee  Group 

16 

73.8} 

500.0  + 

228 

16.1} 

17.5 

Rohr  Industries 

81 

32.6 

^t3.3 

745 

2.9 

6.0 

i  \' alter 

17 

72.4 

10.2 

697 

3.9 

2.8 

Centex 

82 

32.4 

-38.8 

475 

8.2 

-6.2 

L  rican  Continental 

18 

71.4 

-2.5 

100 

27.6 

-10.1 

Esselte  Business  Sys 

83 

32.1 

29.4 

301 

12.9 

28.4 

i  i 

19 

67.2 

46.2 

283 

13.6 

65.3 

Arvin  Industries 

84 

30.9 

4.8 

231 

15.9 

59.3 

I  ro 

20 

66.3 

-42.3 

12 

79.6 

1.2 

Manor  Care 

85 

30.5 

10.3 

58 

33.1 

4.5 

;  lit  City  Stores 

21 

63.2 

64.3 

38 

42.0 

42.1 

Reynolds  &  Reynolds 

86 

30.1 

-21.7 

275 

13.8 

39.3 

>!'C0 

22 

61.9 

20.0 

16 

64.9 

24.9 

SCI  Systems 

87 

30.1 

16.5 

21 

60.6 

25.7 

I  #ood 

23 

60.4 

13.6 

885 

-2.5 

14.7 

Family  Dollar  Stores 

88 

29.8 

-18.9 

131 

23.0 

14.9 

1  land  Superstores 

24 

57.2 

-38.5 

44 

39.3 

15.1 

Dillard  Dept  Stores 

89 

29.6 

5.2 

98 

27.6 

15.4 

1  ted 

25 

55.9 

29.5 

26 

51.6 

18.7 

Grumman 

90 

29.4 

-22.9 

295 

13.2 

-1.7 

3  E  Webb 

26 

55.6 

P-D 

941 

-5.7 

-5.1 

Alexander  &  Baldwin 

91 

29.2 

37.9 

522 

7.4 

22.4 

1  Zlaiborne 

27 

54.6 

37.4 

29 

48.6 

33.7 

Columbia  S&L  Assoc 

92 

29.2} 

-13.6 

8 

98.8 

12.8 

]  eral  Public  Utils 

28 

54.3 

39.0 

563 

6.3 

-4.1 

Nashua 

93 

29.1}} 

5.7 

796 

1.5 

18.0 

j  Vestern  Financial 

29 

53.8}} 

-18.4 

77 

28.9 

16.3 

Washington  Post 

94 

28.8 

64.4 

391 

10.2 

9.5 

■  rgraph 

30 

52.4 

-8.8 

30 

47.5 

-0.1 

Godfrey 

95 

28.7 

38.4 

486 

8.0 

7.8 

■  Vhmanson 

31 

51.4}} 

-25.5 

261 

14.5 

-12.8 

Charming  Shoppes 

96 

28.7 

7.1 

72 

29.6 

30.1 

'.  eral  Motors 

32 

51.4 

-16.1 

326 

12.1 

-1.0 

Arkansas  Best 

97 

28.3}} 

-65.8 

340 

11.8 

7.1 

\  fair  Super  Markets 

33 

49.6 

43.7 

548 

6.7 

13.1 

American  Natl  Ins 

98 

28.1 

26.8 

664 

4.5 

7.5 

1 

34 

49.1} 

-31.4 

634 

4.8 

-24.1 

Charter  Medical 

99 

28.0 

14.2 

129 

23.4 

22.0 

1-  ly  Corp 

35 

49.0 

-92.1 

929 

-5.1 

-19.2 

Primark 

100 

27.9 

-2.3 

832 

0.1 

-16.6 

1  ind  Group 

36 

48.6 

41.0 

115 

25.5 

31.2 

Tele-Communications  101 

27.8 

-34.7 

85 

28.4 

127.5 

!  t  Federal  Mich 

37 

48.3}} 

-19.6 

90 

28.1 

0.1 

Comdisco 

102 

27.8 

18.3 

176 

18.7 

35.2 

!  Mat 

38 

47.8 

79.5 

227 

16.1 

54.9 

MDC  Holdings 

103 

27.7 

-44.9 

17 

64.9 

24.9 

terau 

39 

47.4 

5.7 

253 

14.7 

2.4 

Aiden  Group 

104 

27.5 

39.9 

933 

-5.2 

-10.3 

y  Research 

40 

46.6 

19.0 

39 

41.4 

21.8 

Home  Depot 

105 

27.5} 

114.3 

10 

81.0 

43.0 

ion  Laboratories 

41 

46.5 

129.5 

104 

26.7 

47.3 

Florida  Natl  Banks 

106 

27.3 

-50.5 

158 

19.7 

2.4 

1 

42 

46.5 

-31.9 

14 

70.0 

56.2 

Gap 

107 

27.3 

63.2 

256 

14.6 

27.6 

:gel 

43 

46.2} 

55.9 

161 

19.5} 

6.6 

Subaru  of  America 

108 

27.3 

-92.5 

232 

15.8 

-1.0 

kshire  Hathaway 

44 

46.0 

-60.2 

57 

33.3 

21.3 

Primerica 

109 

27.0}} 

22.6 

959 

-7.0 

-21.7 

lamette  Inds 

45 

45.6 

76.5 

610 

5.3 

18.6 

General  Cinema 

110 

26.8 

27.0 

715 

3.5 

4.1 

leral  Motors  EDS 

46 

45.2 

17.8 

22 

59.9 

1.5 

Food  Lion 

111 

26.7 

33.3 

89 

28.1 

27.5 

aufacturers  Natl 

47 

44.8 

-34.3 

795 

1.5 

6.0 

Laidlaw  Industries 

112 

26.7 

7.1 

70 

29.9 

149.8 

w  Industries 

48 

44.5 

57.3 

140 

21.3 

24.0 

Philips  Industries 

113 

26.3 

21.0 

162 

19.5 

15.8 

thmark 

49 

44.5 

0.0 

18 

63.7 

42.9 

Monarch  Capital 

114 

25.8 

-12.2 

28 

48.9 

88.4 

gressive 

50 

44.2}} 

3.1 

107 

26.5 

42.8 

Airborne  Freight 

115 

25.7 

14.8 

249 

15.0 

16.2 

isolidated  Rail 

51 

44.0 

-19.7 

921 

-4.8 

2.1 

First  Union 

116 

25.3 

8.9 

200 

17.2 

46.5 

stern  S&L 

52 

43.1}} 

-51.5 

146 

20.8 

8.2 

Squibb 

117 

25.2 

201.6 

679 

4.3 

-4.9 

Am  First  Savings 

53 

42.6}} 

15.4 

113 

25.7 

21.1 

Signet  Banking 

118 

25.1 

-66.4 

360 

11.3 

13.3 

ithfield  Foods 

54 

41.0 

-18.5 

82 

28.7 

13.2 

Loews 

119 

25.0 

-6.6 

299 

12.9 

13.3 

ex 

55 

40.6 

3.9 

55 

34.7 

11.9 

Circle  K 

120 

24.8}} 

-2.3 

84 

28.5 

8.9 

cmillan 

56 

40.5 

16.9 

233 

15.7 

18.7 

Echlin 

121 

24.6 

-20.7 

208 

16.8 

21.9 

low  Freight  Sys 

57 

40.2 

^43.1 

260 

14.5 

4.2 

Maytag 

122 

24.5 

42.0 

350 

11.5 

7.5 

|ua 

58 

40.0 

500.0  + 

913 

-^.9 

91.7 

Waste  Management 

123 

24.5 

107.0 

149 

20.7 

35.7 

rcourt  Brace 

59 

40.0 

P-D 

317 

12.4 

26.6 

Dibrell  Brothers 

124 

24.2 

P-D 

842 

-0.2 

1.3 

idem  Loan 

60 

39.6 

31.8 

222 

16.3 

10.3 

Torchmark 

125 

23.5 

5.0 

152 

20.6 

5.6 

terican  Family 

61 

39.5 

40.8 

147 

20.8 

40.1 

Lowe's  Cos 

126 

23.1 

-7.0 

137 

22.1 

7.6 

G 

62 

39.0 

33.3 

219 

16.4 

7.6 

Bruno's 

127 

23.1 

10.3 

223 

16.3 

13.0 

ogview  Fibre 

63 

38.5 

117.1 

576 

5.9 

19.6 

Hechinger 

128 

23.1 

33.7 

124 

23.8 

23.2 

soFed 

64 

38.4}} 

32.7 

133 

22.7 

11.0 

Zayre 

129 

23.0 

93.0 

125 

23.8 

23.6 

nelnc 

65 

38.4 

-45.9 

312 

12.6 

11.0 

First  of  America  Bk 

130 

22.7 

5.8 

394 

10.1 

27.8 

>.  Deficit  to  deficit.    D-P:  Deficit  to  profit.     P-D:  I 

>rofit  to 

deficit.    NA:  Not  availab 

le.     NM:  Not  meaningful 

}Fo 

jr-year  growth.     }}Thi 

-ee-year  growth. 
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Earnings  per 

share 

Sales 

Earnings  per 

share 

Sales 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  j 

Company 

.ink 

average 

months 

rank 

average 

months 

Company 

rank 

average 

months 

rank       average 

mom 

Herman  Miller 

131 

22.7% 

-2.1% 

220 

16.4% 

13.0% 

Rorer  Group 

196 

17.6% 

-82.0% 

351           11.5% 

35.5J 

Kelly  Services 

132 

22.6 

26.8 

151 

20.7 

12.1 

Interpublic  Group 

197 

17.6 

11.4 

358           11.3 

17.61 

Sherwin-Williams 

133 

22.5 

44.3 

788 

1.8 

-21.9 

Scott  Paper 

198 

17.5 

17.9 

441             8.9 

22.31 

Polaroid 

134 

22.5 

71.8 

778 

2.0 

14.2 

Ford  Motor 

199 

17.5+4 

44.8 

366           11.1 

14.2 

Seagate  Technology 

135 

22.4 

121.2 

7 

106.6 

78.1 

Clorox 

200 

17.4 

-13.3 

471             8.2 

7.1 1 

Toys  "R"  Us 

136 

22.4 

32.6 

116 

25.2 

26.1 

Standard  Register 

201 

17.4 

37.0 

347           11.5 

29.8  1 

CoreStates  Financial 

137 

22.4 

-2.8 

328 

12.1 

25.1 

Holly  Farms 

202 

17.3 

13.7 

749             2.7 

17.6| 

Shears**!!  Lehman 

138 

22.3+ 

NA 

51 

36.1  + 

21.5 

Browning-Ferris  Inds 

203 

17.2 

21.1 

238           15.6 

24.71 

Times  Minor 

139 

22.2 

-15.5 

507 

7.6 

4.7 

Rollins 

204 

17.2 

11.0 

638             4.8 

11.1    . 

Talley  Industries 

140 

219+4 

P-D 

858 

-0.8 

-12.9 

Brunswick 

205 

17.1 

42.0 

374          10.8 

68.81 

Life  Investors 

141 

21.5 

-9.9 

177 

18.6 

37.1 

Bindley  Western  Inds 

206 

16.9 

-14.1 

316           12.4 

41.9 

Kraft 

142 

21.5* 

23.8 

815 

0.6 

23.1 

American  Stores 

207 

16.8 

0.3 

193           17.6 

1.3 

Foodarama 

143 

21.4 

-28.7 

780 

2.0 

2.2 

Loral 

208 

16.7 

13.4 

118           24.8 

51.7   ! 

New  York  Times 

144 

21.3 

18.7 

291 

13.4 

8.3 

Household  Intl 

209 

16.6 

47.6 

1016        -18.9 

-16.01 

CertainTeed 

145 

20.9+4 

4.7 

561 

6.3 

2.5 

Bemis 

210 

16.5 

21.5 

682             4.3 

9.1 1 

No' western  Natl  Life 

146 

20.9 

1.0 

27 

50.5 

15.8 

CR  Bard 

211 

16.5 

2.5 

400             9.9 

17.51 

Louisiana-Pacific 

147 

20.8+4 

105.3 

424 

9.4 

27.1 

Northeast  Utilities 

212 

16.4 

-17.9 

642             4.8 

-0.4 1 

FW  Woolworth 

148 

20.8+4 

14.6 

834 

-0.1 

9.5 

Big  Bear 

213 

16.4 

2.0 

499             7.7 

1.1  1 

Pueblo  International 

149 

20.5 

19.2 

483 

8.0 

20.5 

Equitable  of  Iowa 

214 

16.2 

-^*9.8 

840          -0.2 

9.4 1 

Capital  Holding 

150 

20.4 

10.7 

184 

18.0 

44.7 

Potlatch 

215 

16.1 

94.2 

740             3.0 

2.3 1 

Ingles  Markets 

151 

20.4+ 

-3.1 

333 

11.9+ 

12.0 

Quaker  Oats 

216 

16.1 

18.9 

474             8.2 

24.91 

Commerce  Bcshs 

152 

20.3 

4.7 

453 

8.6 

-5.5 

Amdahl 

217 

16.0 

438.6 

185           17.9 

53.3  J 

Rose's  Stores 

153 

20.3 

-9.8 

250 

15.0 

14.4 

Pep  Boys 

218 

16.0 

140.4 

247           15.2 

18.5  .1 

Pfizer 

154 

20.1 

10.8 

569 

6.1 

10.0 

NBD  Bancorp 

219 

15.9 

-7.7 

722             3.4 

19.7| 

Boise  Cascade 

155 

20.0 

80.3 

614 

5.2 

2.2 

State  Street  Boston 

220 

15.7 

23.3 

466             8.4 

15.1  1 

Georgia-Pacific 

156 

20.0 

76.9 

562 

6.3 

16.0 

Dean  Foods 

221 

15.7 

-1.9 

343           11.6 

7.4 

Safeco 

157 

19.9 

38.4 

348 

11.5 

2.3 

Gibraltar  Financial 

222 

15.6}} 

P-D 

150          20.7 

3.6 1 

Giant  Food 

158 

19.8 

-15.2 

482 

8.0 

13.2 

E-Systems 

223 

15.5 

21.6 

320          12.2 

12.81 

Brockway  Inc  (NY) 

159 

197 

27.2 

529 

7.2 

0.8 

Lincoln  National 

224 

15.5 

26.8 

263           14.5 

24.1 1 

Deluxe  Check 

160 

19.6 

21.5 

353 

11.5 

9.7 

Maxicare  Health 

225 

15.5} 

P-D 

15          68.9 

157.8  1 

Pitney  Bowes 

161 

19.3 

93.7 

525 

7.3 

11.9 

Textron 

226 

15.5 

32.0 

186           17.9 

13.1 1 

National  City 

162 

19.2 

-17.0 

173 

18.9 

8.3 

United  lersey  Banks 

227 

15.5 

3.0 

379           10.6} 

5.9  1 

Laclede  Gas 

163 

19.2 

-23.0 

694 

3.9 

-18.7 

Ames  Dept  Stores 

228 

15.4 

-A3A 

40          41.1 

116. 

VF 

164 

19.2 

8.4 

224 

16.2 

60.8 

PPG  Industries 

229 

15.4 

39.6 

497             7.8 

10.41 

Rubbermaid 

165 

19  1 

19.4 

174 

18.7 

26.8 

Lockheed 

230 

15.4} 

-7.3 

225           16.2 

8.21 

Teledyne 

166 

18.9| 

10.3 

793 

1.6 

0.5 

Crown  Cork  &  Seal 

231 

15.3 

15.9 

725             3.4 

5.1  1 

tthvl 

167 

189 

16.4 

874 

-2.0 

4.6 

ConAgra 

232 

15.3 

11.5 

49          37.5 

49.91 

Kaman 

168 

18.9 

13.6 

510 

7.6 

19.8 

First  Bank  System 

233 

15.3 

-70.7 

390           10.2 

-18.il 

KeyCorp 

169 

18.8 

5.6 

93 

27.9 

20.4 

Anheuser-Busch  Cos 

234 

15.2 

26.1 

254           14.7 

9.3  1 

United  Stationers 

170 

18.8 

3.1 

97 

27.6 

15.5 

HON  Industries 

235 

15.2 

-10.6 

273           14.0 

5.2  1 

First  Wachovia 

171 

18.8 

0.6 

377 

10.6 

-1.0 

Commonwealth  En 

236 

15.2 

-24.9 

755             2.6 

0.5  I 

Dow  Jones 

172 

18.6 

12.6 

325 

12.2 

9.8 

Banc  One 

237 

15.2 

-11.6 

214           16.5 

2.5  1 

Strawbridge 

173 

18.5 

0.5 

322 

12.2 

9.5 

PNC  Financial 

238 

15.1 

-11.7 

410             9.7 

12.6  1 

Nordstrom 

H4 

18.5 

28.0 

108 

26.3 

19.0 

Kimball  International 

239 

15.0 

19.6 

364           11.2 

20.6  1 

Rockwell  Intl 

175 

IK  4 

10.2 

305 

12.8 

-1.4 

First  Kentucky  Natl 

240 

15.0 

-32.9 

381           10.5 

5.8  1 

Phillips-Van  Heusen 

176 

18.4 

142.4 

647 

4.7 

-12.8 

RR  Donnelley 

241 

15.0 

69.5 

306           12.8 

13.0  1 

Carolina  Freight 

177 

18.3 

-33.7 

163 

19.5 

3.9 

Cincinnati  Financial 

242 

14.9 

1.1 

215           16.5 

17.0  1 

Shoney's 

178 

18.3 

7.6 

180 

1H.4 

17.7 

Potomac  Electric 

243 

14.8 

8.7 

557             6.3 

-0.9  1 

Marriott 

179 

18  3 

16.8 

153 

20.5 

30.0 

PepsiCo 

244 

14.8 

29.7 

651             4.6 

24.8  1 

UST  Inc 

180 

18.2 

108.8 

285 

13.5 

8.3 

Dominion  Bankshares  245 

14.7 

7.3 

355           11.4 

26.2  1 

Walgreen 

181 

IK  2 

0.6 

229 

15.9 

17.0 

Wm  Wrigley  |r 

246 

14.5 

30.6 

756             2.6 

11.5  1 

Abbott  Laboratories 

182 

18.1 

195 

405 

9.7 

14.0 

Pacific  Telesis 

247 

14.5+4 

3.3 

676             4.3+i. 

0.4  1 

Mlerson  Smurlit 

183 

18.1 

218.8 

190 

17.7 

14.2 

Citizens  &  Southern 

248 

14.2 

-6.6 

303           12.8 

14.6  1 

Provident  Life  &  Ace 

184 

18.0 

0.9 

244 

15.2 

28.3 

Fleet  Financial 

249 

14.2 

-5.1 

189           17.7 

45.9  1 

Leggett  &  Piatt 

185 

18.0 

17.3 

181 

18.2 

13.0 

Temple-Inland 

250 

14.2+4 

79.9 

717            3.5 

26.6  1 

(  onsolidated  Papers 

186 

17.9 

-13.5 

575 

6.1 

8.0 

McDonald's 

251 

14.1 

14.3 

371           10.9 

13.6  1 

Dun  •      •  <dsireet 

187 

17.8 

36.7 

145 

20.9 

5.9 

Nucor 

252 

14.1 

-21.5 

422             9.5 

2.2  1 

Apple  (     n«puter 

188 

17.8 

38.1 

34 

43.7 

39.9 

Sovran  Financial 

253 

14.1 

17.3 

346           11.5 

12.4  1 

Bairn  co 

189 

17.8 

30.7 

114 

25.5 

7.8 

Society 

254 

14.0 

32.0 

212           16.6 

-4.8  1 

Philip  Morris  Cos 

190 

17.7 

25.6 

203 

17.0 

10.4 

Rohm  &  Haas 

255 

14.0 

40.7 

757             2.6 

3.4  J 

Cardinal  Distribution 

191 

17.7 

-15.2 

123 

23.9 

31.4 

Kellogg 

256 

14.0 

26.5 

512             7.6 

11.91 

James  River  Corp  Va 

192 

17.7 

8.7 

45 

39.0 

50.6 

Masco 

257 

14.0 

26.2 

395           10.1 

46.8  1 

IP  Mofgaa  a  Co 

193 

17.6 

-74.1 

844 

-0.3 

^».l 

Morton  Thiokol 

258 

14.0 

10.1 

156           20.0 

5.3  1 

AON 

194 

17.6 

-9.6 

331 

12.0 

34.8 

Ipalco  Enterprises 

259 

:i3.9 

87.2 

489             8.0 

11.3  1 

Barm  u  h  ■ 

195 

17.6 

6.8 

105 

26.6 

26.7 

Meredith 

260 

13.9 

-13.5 

655             4.6 

8.7  I 

D-D  D 

D  P  Defidi  to  profit.    PD  F 

rofil  in 

defit  ii     NA 

\ui  avallab 

e      NM    Nut  nu'.tningrul 

}Foui  \  (.-.ii  i>r<  >wth.     }}Thr 

ee  year  growth. 
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Earnings  per 

share 

Sales 

Earnings  per 

share 

Sales 

I 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

3  ipany 

rank 

average 

months 

rank 

average 

months 

Company 

rank 

average 

months 

rank 

average 

months 

1  thington  Inds 

261 

13.8% 

-0.3% 

278 

13.7% 

7.9% 

Melville 

326 

11.2% 

11.0% 

281 

13.7% 

10.2% 

i  imatic  Data 

262 

13.7 

22.7 

221 

16.4 

13.6 

McDonnell  Douglas 

327 

11.2 

11.4 

304 

12.8 

6.8 

1  naford  Bros 

263 

13.7 

24.9 

341 

11.7 

18.8 

Campbell  Soup 

328 

11.2 

10.4 

404 

9.7 

2.6 

'    Boston 

264 

13.6 

2.2 

87 

28.4 

11.2 

BayBanks 

329 

11.1 

9.2 

354 

11.4 

10.6 

r   Dept  Stores 

265 

13.6 

20.0 

349 

11.5 

4.7 

Bank  of  Boston 

330 

11.1 

^♦5.5 

609 

5.3 

18.0 

I  Fed  Financial 

266 

13.6+ 

P-D 

88 

28.3 

4.1 

United  Artists 

331 

11.1 

-9.5 

211 

16.6 

17.4 

I  i-Cola  Enterprise! 

267 

13.5* 

-23.0 

102 

27.2 

127.0 

Beverly  Enterprises 

332 

11.0 

P-D 

63 

31.4 

9.1 

I  tal  Cities/ ABC 

268 

13.5 

55.4 

46 

38.4 

31.5 

Sonoco  Products 

333 

11.0 

49.4 

281 

13.6 

25.9 

r  candle  Stores 

269 

13.5 

11.6 

413 

9.6 

7.2 

Bank  of  New  York 

334 

10.9 

-79.7 

738 

3.1 

15.5 

|  vB 

270 

13.5 

-1.0 

164 

19.5 

7.6 

Holiday 

335 

10.8 

24.1 

801 

1.3 

0.0 

'   Tennessee  Natl 

271 

13.4 

-12.0 

478 

8.1 

2.6 

Marsh  &  McLennan 

336 

10.8 

28.4 

236 

15.6 

20.7 

1    X 

272 

13.3 

P-D 

37 

42.8 

23.2 

Hawaiian  Electric 

337 

10.8 

2.3 

892 

-2.9 

1.8 

t  Is  Fargo 

273 

13.3 

P-D 

735 

3.2 

21.3 

Pillsbury 

338 

10.8 

2.5 

332 

11.9 

3.9 

'  /ers  Industiies 

274 

13.2 

-7.0 

330 

12.0 

10.1 

Gannett 

339 

10.7 

12.3 

251 

14.9 

14.6 

1  ry  International 

275 

13.1 

38.6 

352 

11.5 

33.8 

Skyline 

340 

10.6 

19.1 

653 

4.6 

1.2 

t  :o 

276 

13.1 

0.7 

786 

1.8 

0.6 

Florida  Progress 

341 

10.5 

1.1 

461 

8.5 

0.9 

i  Trust  Banks 

277 

13.1 

6.4 

127 

23.6 

30.1 

Durr-Fillauer 

342 

10.5 

-1.2 

106 

26.6 

8.4 

1  Corp 

278 

13.1 

8.7 

556 

6.4 

1.8 

Walt  Disney 

343 

10.5 

77.5 

141 

21.3 

16.4 

I  ton-Hudson 

279 

13.1 

10.0 

269 

14.0 

7.1 

Computer  Sciences 

344 

10.4 

26.1 

436 

9.1 

19.3 

■  :hwest  Gas 

280 

13.0 

24.2 

643 

4.8 

-10.9 

Security  Pacific 

345 

10.4 

-63.5 

513 

7.5 

24.4 

1  tol-Myers 

281 

13.0 

19.4 

540 

6.9 

10.7 

Tyco  Laboratories 

346 

10.4 

-26.4 

265 

14.3 

20.8 

1  er  System 

282 

13.0 

12.9 

294 

13.2 

22.3 

Eli  Lilly 

347 

10.4 

10.8 

611 

5.2 

12.2 

>    0 

283 

13.0 

-0.7 

199 

17.3 

15.3 

UtiliCorp  United 

348 

10.3 

1.7 

130 

23.0 

12.3 

[  a-Cola 

284 

12.9 

31.3 

479 

8.1 

-2.8 

Hewlett-Packard 

349 

10.2 

23.8 

245 

15.2 

13.9 

1  ;rtson's 

285 

12.9 

15.4 

438 

9.0 

8.5 

Knight-Ridder 

350 

10.2 

7.6 

430 

9.2 

9.7 

j  rlake 

286 

12.8 

34.6 

907 

-3.6 

0.8 

Citicorp 

351 

10.1 

P-D 

558 

6.3 

13.1 

!  >tar  Financial 

287 

12.8 

-22.5 

302 

12.9 

7.4 

Borden 

352 

10.1 

23.7 

732 

3.2 

24.0 

.  eswav 

288 

12.7 

25.9 

235 

15.7 

17.6 

Marine  Midland  Banks  353 

10.1 

P-D 

857 

-0.8 

2.7 

*  * 

289 

12.7 

21.6 

526 

7.3 

14.5 

American  Home  Prod 

354 

10.0 

10.9 

762 

2.5 

2.5 

<  art 

290 

12.7 

160.7 

463 

8.4 

6.2 

H&R  Block 

355 

10.0 

20.1 

187 

17.8 

14.0 

.  Icy  Stores 

291 

12.6 

450.8 

831 

0.1 

-1.6 

WW  Grainger 

356 

10.0 

4.1 

509 

7.6 

12.1 

ieinz 

292 

12.6 

15.7 

696 

3.9 

9.1 

Wisconsin  Energy 

357 

10.0 

3.7 

702 

3.9 

-3.6 

1  oskeag 

293 

12.6 

^3.5 

412 

9.6 

43.2 

Hillenbrand  Inds 

358 

10.0 

57.2 

367 

11.1 

14.8 

1  South  Bancorp 

294 

12.6 

5.3 

456 

8.6 

15.3 

Peoples  Energy 

359 

10.0 

-26.9 

747 

2.8 

-21.6 

1  erican  General 

295 

12.5 

18.7 

136 

22.3 

12.5 

Petrie  Stores 

360 

10.0 

-10.9 

144 

20.9 

8.3 

f : 

296 

12.5 

305.0 

882 

-2.3 

-0.6 

AG  Edwards 

361 

10.0 

-3.1 

197 

17.4 

15.0 

i  p-on  Tools 

297 

12.4 

23.6 

416 

9.6 

14.9 

Delmarva  Power  &  Lt 

362 

9.9 

-5.9 

710 

3.7 

-8.9 

!  Ivy  Group 

298 

12.3 

-5.9 

266 

14.3 

26.5 

Bank  of  New  England 

363 

9.9 

-23.7 

270 

14.0 

33.3 

1  shall  &  Ilslev 

299 

12.3 

3.1 

276 

13.8 

3.9 

New  England  Electric 

364 

9.9 

3.6 

726 

3.4 

0.0 

:  ners  Group 

300 

12.3 

14.0 

242 

15.3 

9.8 

Wicor 

365 

9.9 

-23.9 

527 

7.2 

-12.7 

amerce  Clearing 

301 

12.2 

0.3 

429 

9.3 

12.7 

American  Bankers 

366 

9.8 

P-D 

159 

19.6 

12.5 

1  erican  Express 

302 

12.2 

-16.2 

53 

35.4 

10.1 

Shawmut 

367 

9.8 

-48.3 

321 

12.2 

16.2 

;rson-Pilot 

303 

12.1 

42.9 

728 

3.3 

0.7 

Equifax 

368 

9.8 

6.0 

426 

9.4 

4.5 

dem  Computers 

304 

12.1 

50.0 

76 

29.2 

34.9 

Midlantic  Banks 

369 

9.7 

-9.9 

234 

15.7 

0.8 

iing 

305 

12.1 

-20.1 

362 

11.2 

0.9 

Southland 

370 

9.5 

-36.4 

337 

11.8 

-14.0 

1  idian  Bancorp 

306 

12.0 

6.3 

213 

16.6 

5.1 

Hubbell 

371 

9.5 

12.0 

598 

5.5 

4.7 

iCorp 

307 

12.0 

215.2 

428 

9.4 

-31.6 

Universal  Leaf 

372 

9.5 

31.1 

847 

-0.3 

68.6 

1  ck 

308 

12.0 

36.0 

549 

6.6 

22.3 

Eaton 

373 

9.4+4 

70.9 

531 

7.1 

-10.8 

i  cinnati  Bell 

309 

12.0 

10.7 

560 

6.3 

8.7 

Fuqua  Industries 

374 

9.4+. 

-9.3 

724 

3.4 

-9.8 

!  thern  Company 

310 

11.9 

-1.3 

383 

10.4 

2.3 

McGraw-Hill 

375 

9.4 

2.3 

520 

7.4 

9.8 

t  American 

311 

11.8 

-5.3 

206 

16.9 

14.2 

Whirlpool 

376 

9.4 

-11.0 

334 

11.9 

6.6 

f  erican  Greetings 

312 

11.8 

-22.2 

314 

12.5 

9.6 

Huntington  Bshs 

377 

9.3 

-12.8 

293 

13.3 

1.8 

i  rs,  Roebuck 

313 

11.8 

17.4 

389 

10.3 

9.2 

Payless  Cashways 

378 

9.0 

-2.4 

94 

27.9 

14.3 

i  kers  Trust  NY 

314 

11.8 

P-D 

798 

1.5 

5.9 

Comerica 

379 

9.0 

23.7 

491 

8.0 

-3.9 

t  Industries 

315 

11.8+4 

184.2 

910 

-3.7 

2.1 

Seagram 

380 

8.9 

12.8 

624 

5.1 

18.2 

:lcor 

316 

11.7 

-13.8 

182 

18.2+. 

8.9 

Union  Electric 

381 

8.9 

12.3 

403 

9.8 

8.1 

I :  Aid 

317 

11.7 

85.4 

407 

9.7 

24.1 

No  States  Power 

382 

8.9 

1.9 

565 

6.2 

-3.5 

I  >tinghouse 

318 

11.7 

19.2 

744 

3.0 

-5.9 

American  Intl  Group 

383 

8.9 

68.4 

142 

21.1 

30.7 

I  iston  Industries 

319 

11.7 

2.4 

760 

2.6 

-2.2 

EG&G 

384 

8.8 

3.8 

365 

11.2 

4.6 

aley  Works 

320 

11.6 

-1.0 

534 

7.0 

17.5 

Fort  Howard 

385 

8.8 

-9.4 

67 

30.4 

6.2 

1  is  Markets 

321 

11.6 

30.3 

496 

7.8 

3.3 

National  Service 

386 

8.7 

6.4 

434 

9.2 

3.4 

'  abrands 

322 

11.5 

10.2 

246 

15.2 

10.0 

IBM 

387 

8.7 

-23.9 

315 

12.4 

3.3 

i  mta  Gas  Light 

323 

11.3 

22.5 

639 

4.8 

-2.5 

Mohasco 

388 

8.7+4 

-9.9 

601 

5.5 

6.4 

fiLee 

324 

11.3 

16.4 

490 

8.0 

16.6 

General  Electric 

389 

8.7 

33.0 

669 

4.4 

24.9 

1  timore  G&E 

325 

11.2 

10.2 

640 

4.8 

1.3 

Kansas  Power  &  Ligh 

t  390 

8.7 

^.0 

74 

29.4 

-4.8 

•:  Deficit  to  deficit 

DP:  Deficit  to  profit.     P-D:  I 

"rofit  to 

deficit     NA:  Not  availah 

le      NM:  Not  meaningful 

t-Four-year  growth.     +4Th 

'ee-year 

growth 
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WHO'S  WHERE  IN  GROWTH 


£  r.rnings  per 

share 

Sales 

Earnings  per 

share 

Sales 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

late  ; 

Company 

■  ink 

average 

months 

rank 

average 

months 

Company                    rank 

average 

months 

rank 

average 

mo:  . 

MNC  Financial 

391 

8.6% 

16.1% 

386 

10.3% 

10.3% 

Atlantic  Energy 

456 

6.2% 

-2.8% 

589 

5.7% 

10 

Upjohn 

392 

8.6 

46.5 

704 

3.8 

11.5 

Cullum  Cos 

457 

6.2 

5.9 

781 

2.0 

3 

Salomon 

393 

8.6 

-48.4 

31 

46.3 

-4.7 

Illinois  Tool  Works 

458 

6.2 

221.0 

257 

14.6 

127. 

Becton  Dickinson 

394 

8.6 

30.5 

730 

3.3 

20.6 

Detroit  Edison 

459 

6.1 

26.0 

505 

7.6 

-0. 

Jostens 

395 

8.5 

29.0 

361 

11.2 

2.1 

Parker-Hannifin 

460 

6.1 

-3.0 

420 

9.5 

7. 

Bergen  Brunswig 

396 

8.5 

-22.7 

79 

28.8 

10.1 

Carolina  Power  &  Lt 

461 

6.0 

-1.3 

454 

8.6 

1 

Centra!  &  South  West  397 

8.4 

5.6 

667 

4.5 

-7.8 

First  Fidelity  Bncp 

462 

6.0 

-23.7 

111 

25.8 

9 

Federal  Express 

398 

8.4 

P-D 

54 

35.2 

22.2 

Consolidated  Edison 

463 

5.9 

12.9 

789 

1.8 

-4. 

First  Executive 

399 

8.4 

4.0 

134 

22.7 

12.1 

Hercules 

464 

5.9 

287.1 

841 

-0.2 

1. 

Dominion  Resources 

400 

8.3 

14.1 

555 

6.4 

11.6 

Irving  Bank 

465 

5.9 

-92.7 

903 

-3.5 

9 

George  A  Hormel 

401 

8.3 

13.0 

621 

5.1 

15.5 

Chase  Manhattan 

466 

5.9 

P-D 

870 

-1.6 

5' 

Southwestern  Pub  Svc  402 

8.3 

-20.7 

414 

9.6 

-4.5 

Nynex 

467 

5.m 

3.5 

684 

4.3» 

8. 

Washington  Gas  Ligh 

1  403 

8.3 

-2.3 

648 

4.7 

-6.4 

Mapco 

468 

5.8 

-33.1 

926 

-5.0 

-8. 

Super  Rite  Foods 

404 

8.2 

68.1 

96 

27.8 

5.2 

Boatmen's  Bancshares  469 

5.8 

-6.4 

71 

29.8 

30.1 

R|R  Nabisco 

405 

8.2 

25.9 

284 

13.5 

-1.8 

Fieldcrest  Cannon 

470 

5.8 

4.6 

311 

12.7 

44 

Boston  Edison 

406 

8.2 

0.4 

765 

2.5 

4.9 

TECO  Energy 

471 

5.8 

16.9 

452 

8.7 

7.. 

Pentair 

407 

8.2 

5.8 

119 

24.6 

40.0 

Prime  Computer 

472 

5.7 

12.5 

168 

19.4 

10.; 

Riggs  National 

408 

8.1 

-74.7 

750 

2.7 

-0.3 

Scana 

473 

5.7 

14.0 

469 

8.3 

Super  Valu  Stores 

409 

8.0 

18.6 

262 

14.5 

7.9 

Weyerhaeuser 

474 

5.7 

81.1 

592 

5.6 

Corning  Glass  Works 

410 

8.0 

-8.0 

741 

3.0 

9.0 

Chubb 

475 

5.6 

84.8 

195 

17.5 

Hershey  Foods 

411 

8.0 

15.1 

462 

8.5 

13.7 

Digital  Equipment 

476 

5.6 

64.7 

165 

19.5 

23.- 

HB  Fuller 

412 

8.0 

29.3 

392 

10.2 

15.5 

United  Illuminating 

477 

5.6 

12.0 

767 

2.4 

0: 

Pulte  Home 

413 

7.9 

18.4 

218 

16.4 

1.9 

Stanadyne 

478 

5.5 

8.5 

605 

5.4 

6.J 

Dana 

414 

7.9 

16.0 

431 

9.2 

4.9 

Greyhound 

479 

5.5 

63.9 

997 

-12.5 

-2.4 

National  Fuel  Gas 

415 

7.9 

-14.9 

822 

0.3 

-18.6 

Quaker  State  Oil 

480 

5.5 

P-D 

829 

0.2 

-8.7 

Commonwealth  Ed 

416 

7.9 

4.7 

516 

7.5 

6.5 

Genuine  Parts 

481 

5.4 

26.6 

492 

7.9 

7> 

Wisconsin  Public  Svc 

417 

7.9 

0.5 

713 

3.5 

-4.0 

First  Interstate  Bncp 

482 

5.4 

P-D 

675 

4.3 

-4.1 

PHH  Group 

418 

7.9 

5.7 

241 

15.5 

59.5 

Brown-Forman 

483 

5.3 

5.0 

228 

16.1 

4^ 

Pub  Svc  Enterprise 

419 

7.8 

-29.1 

622 

5.1 

-5.0 

Duke  Power 

484 

5.3 

9.8 

356 

11.4 

11.4 

Amen  I  rusi 

420 

7.7 

-68.0 

615 

5.2 

16.3 

Ruddick 

485 

5.3 

7.1 

279 

13.7 

9.9 

Figgie  Intl 

421 

7.7 

11.7 

695 

3.9 

8.0 

Raytheon 

486 

5.2 

14.5 

618 

5.2 

8.4 

First  Wisconsin 

422 

7.7 

P-D 

754 

2.6 

4.6 

Republic  New  York 

487 

5.1 

-74.6 

673 

4.4 

sy 

Equitable  Resources 

423 

7.6 

-37.7 

736 

3.2 

-8.0 

Collins  Foods  Intl 

488 

5.1 

69.4 

239 

15.6 

-7J 

Ametek 

424 

7.5 

15.7 

607 

5.3 

5.8 

Exxon 

489 

5.1 

-14.2 

958 

-6.9 

-3.3 

Curtice-Burns  Foods 

425 

7.5 

21.1 

467 

8.4 

10.1 

Longs  Drug  Stores 

490 

5.0 

13.3 

393 

10.2 

10.4 

Pacific  G&E 

426 

7.5 

-43.4 

583 

5.8 

-8.5 

Ohio  Edison 

491 

5.0 

6.6 

550 

6.6 

1.4 

Farm  Fresh 

427 

7.5 

-36.7 

91 

28.0 

19.6 

Centerior  Energy 

492 

5.0 

3.0 

603 

5.5 

5.8 

Grow  Group 

428 

7.5 

P-D 

448 

8.7 

25.5 

Hartford  National 

493 

5.0 

0.2 

75 

29.3 

40.8 

Valley  National 

429 

7.4 

-88.4 

508 

7.6 

1.9 

Westvaco 

494 

5.0 

35.0 

681 

4.3 

10.6 

Questar 

430 

7.3 

-15.3 

674 

4.3 

-14.0 

Schering-Plough 

495 

4.8 

46.4 

644 

4.7 

15.3 

General  Mills 

431 

7.2 

25.2 

626 

5.0 

14.0 

Rochester  G&E 

496 

4.8 

-53.4 

707 

3.8 

-2.7 

Perry  Drug  Stores 

432 

7.2 

P-D 

95 

27.8 

14.5 

US  Bancorp 

497 

4.8 

12.4 

617 

5.2 

4.0 

Chemical  New  York 

433 

7.1 

P-D 

823 

0.3 

10.3 

NY  State  E&G 

498 

4.7 

P-D 

368 

11.1 

3.6 

California  First  Bk 

434 

7.1 

20.2 

723 

3.4 

1.2 

Texas  Utilities 

499 

4.7 

7.6 

487 

8.0 

2.5 

FPL  Group 

435 

7  1 

6.3 

477 

8.1 

4.3 

Allegheny  Power 

500 

4.7 

1.2 

804 

1.2 

7.7 

Nortek 

436 

7.1 

-36.6 

64 

3 1 3 

50.4 

Central  Hudson  G&E 

501 

4.6 

-19.4 

807 

1.2 

-10.2 

National  Medical 

437 

7.1 

-25.0 

101 

27.4 

-5.5 

SmithKline  Beckman 

502 

4.6 

62.8 

382 

10.5 

16.0 

lohnson  Controls 

438 

7.1 

-6.6 

210 

16.7 

1.4 

Consol  Natural  Gas 

503 

4.5 

-12.9 

848 

-0.4 

-17.8    1 

Contel 

439 

7.0 

-12.9 

287 

13.5 

-3.2 

Standard  Shares 

504 

4.4 

58.1 

476 

8.2 

5.8 

Wisconsin  I'M 

440 

6.8 

6.7 

654 

4.6 

-4.9 

Coachmen  Industries 

505 

4.3 

-22.7 

369 

11.0 

6.1 

Cincinnati  G&E 

441 

6.8 

11.4 

637 

4.8 

-1.5 

Winn-Dixie  Stores 

506 

4.3 

2.2 

600 

5.5 

5.6 

Old  Republic  Intl 

442 

6.8 

28.7 

83 

28.5 

1.7 

Southwestern  Bell 

507 

4.2» 

50.2 

810 

10» 

-0.7    • 

Pioneer  Hi-Bred  Intl 

443 

6.7 

-26.8 

271 

14.0 

-5.1 

Intl  Flavors  &  Frags 

508 

4.2 

22.0 

584 

5.8 

19.2 

Virsiar  Bancorp 

444 

6.7 

7.6 

61 

32.3 

14.3 

Kentucky  Utilities 

509 

4.2 

9.0 

661 

4.5 

1.9 

OH  Pine  Scott 

445 

6.7 

P-D 

255 

14.7 

-26.3 

Midwest  Energy 

510 

4.2 

-10.4 

427 

9.4 

-0.9   1 

Hospital  Corp 

446 

6.7 

-24  0 

207 

16.8 

5.4 

Tandy 

511 

4.2 

30.9 

323 

12.2 

13.4 

.illeG&E 

447 

6.7 

6.0 

573 

6.1 

-3.6 

Southwest  Airlines 

512 

4.2 

-56.6 

120 

24.1 

3.3 

Vulcan  M .Hi-rials 

448 

6.6 

27.0 

568 

6.1 

7.3 

So  New  England  Tel 

513 

4.2 

7.1 

530 

7.2 

2.4 

Kimherlv-t  lark 

449 

6.6 

46  S 

433 

9.2 

11.9 

Sealed  Power 

514 

4.1 

25.7 

191 

17.6 

13.1    i 

Southeast  Banking 

450 

6.6 

52J 

545 

6.7 

2.7 

Marsh  Supermarkets 

515 

4.1 

12.2 

503 

7.6 

3.1  | 

Emerson  Electric 

451 

6.4 

6.8 

457 

8.6 

24.6 

Nash  Finch 

516 

4.1 

15.0 

518 

7.4 

35.3  1 

San  Diego  G&E 

452 

6.4 

-16.7 

537 

7.0 

6.1 

Federated  Dept  Sirs 

517 

4.0 

12.5 

458 

8.5 

6.9 

Uslico 

453 

6.4 

26.6 

73 

294 

7.4 

Orange  &  Rockland 

518 

4.0 

-0.3 

766 

2.4 

-6.7   J 

So  Calif  Edison 

454 

6.4 

-10.5 

581 

5.9 

2.6 

Bell  Atlantic 

519 

3.9» 

6.0 

658 

4.6H 

6.8 

Illinois  Powei 

455 

63 

7.1 

721 

3.5 

2.3 

PaineWebber  Group 

520 

3.9 

6.0 

183 

18.1 

4.9    I 

1)1)   lk'lKH  In  il. 

endi  to  pioiii     p  i)  i 

rofii  to  defied     NA 

N.n  availab 

e     \\i  Noi  meaningful 

$Four  year  growth     t$Thr 

ee-year 

growth. 
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- 

Earnings  per 

share 

Sales 

Earnings  per 

share 

Sales 

1 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

o  any 

rank 

average 

months 

rank 

average 

months 

Company 

rank 

average 

months 

rank 

average 

months 

ii 

521 

3.9% 

-26.7% 

336 

11.8% 

5.8% 

Mfrs  Hanover 

550 

2.5% 

P-D 

776 

2.1% 

-5.9% 

It  ng  Cos 

522 

3.8 

-23.2 

171 

19.2 

4.3 

Harsco 

551 

2.5 

29.8% 

752 

2.6 

-3.3 

I   Pont  de  Nemours523 

3.8 

6.4 

716 

3.5 

4.3 

First  Maryland  Bncp 

552 

2.4 

249.4 

494 

7.8 

12.3 

■  lers 

524 

3.8 

0.8 

398 

10.0 

12.7 

Moore  Corp 

553 

2.3 

-12.2 

742 

3.0 

0.0 

:i  3rp 

525 

3.7 

5.8 

791 

1.6 

-4.7 

Iowa  Resources 

554 

2.3 

-9.8 

850 

-0.6 

3.4 

h  ee 

526 

3.7 

-67.2 

906 

-3.6 

23.1 

Insilco 

555 

2.3 

21.2 

703 

3.8 

-4.2 

^t  iern  Trust 

527 

3.7 

P-D 

880 

-2.3 

3.6 

Hanover  Insurance 

556 

2.2 

126.0 

240 

15.5 

24.6 

a  ican  Electric 

528 

3.7 

15.9 

706 

3.8 

0.4 

Kansas  City  P&L 

557 

2.2 

-23.7 

535 

7.0 

5.9 

h  nercial  Metals 

529 

3.6 

-28.8 

934 

-5.3 

-1.4 

AMR 

558 

2.1« 

-22.6 

421 

9.5 

13.4 

.'oup 

530 

3.6 

88.3 

370 

10.9 

31.8 

Iowa-Illinois  G&E 

559 

2.0 

12.5 

597 

5.5 

-11.6 

•i  Corp 

531 

3.5 

12.8 

380 

10.5 

7.7 

Adolph  Coors 

560 

2.0 

-24.4 

472 

8.2 

1.2 

A    Mining  &  Mfg 

532 

3.4 

20.5 

578 

5.9 

8.4 

Chicago  Pacific 

561 

2.0 

63.9 

52 

35.8 

105.4 

C  nney 

533 

3.3 

23.2 

620 

5.1 

6.5 

US  West 

562 

1.9** 

0.6 

753 

2.6** 

1.7 

)<  ;t 

534 

3.3 

25.9 

616 

5.2 

16.5 

Central  111  Pub  Svc 

563 

1.9 

-11.7 

693 

3.9 

-6.7 

er  o 

534 

3.3 

-8.5 

495 

7.8 

5.4 

Tecumseh  Products 

564 

1.8 

22.5 

777 

2.1 

9.2 

it  s  8i  Stratton 

535 

3.3 

-25.8 

608 

5.3 

5.2 

First  Chicago 

565 

1.8 

P-D 

853 

-0.6 

-2.1 

(<  >er 

536 

3.2 

32.7 

378 

10.6 

11.2 

McCormick  &  Co 

566 

1.7 

17.2 

498 

7.7 

10.4 

it  ngDrug 

537 

3.1 

57.7 

805 

1.2 

15.4 

Centel 

567 

1.5 

-20.0 

586 

5.8 

9.1 

l<  ff-Sexton 

538 

3.1 

36.6 

69 

30.3 

0.6 

Bell  &  Howell 

568 

1-5** 

-28.7 

630 

4.9 

-7.6 

0  homa  G&E 

539 

3.1 

^.1 

582 

5.8 

-0.4 

American  Cyanamid 

569 

1.4 

100.6 

808 

1.1 

8.9 

PI  delphia  Elec 

540 

3.0 

-19.6 

625 

5.1 

4.1 

Ohio  Casualty 

570 

1.3 

28.8 

408 

9.7 

15.1 

Si  outh 

541 

3.0:14 

11.5 

731 

3.3*± 

5.7 

Hilton  Hotels 

571 

1.2 

6.7 

689 

4.2 

14.8 

Li  ed  Brands 

542 

3.014 

11.2 

911 

-3.8 

0.9 

Washington  National 

572 

1.2 

-23.8 

938 

-5.7 

26.1 

Pi  ir 

543 

2.9 

112.7 

590 

5.7 

25.8 

Square  D 

573 

1.1 

31.8 

591 

5.7 

4.5 

HI  antile  Bancorp 

544 

2.9 

P-D 

743 

3.0 

-3.1 

Perkin-Elmer 

574 

1.1 

P-D 

657 

4.6 

1.6 

N  ara  Mohawk  Pwi 

545 

2.9 

-64.2 

677 

4.3 

-2.8 

Long  Island  Lighting 

575 

1.0 

-62.0 

645 

4.7 

1.9 

\  ritech 

546 

2.9** 

18.7 

784 

18** 

2.1 

Continental  Corp 

576 

0.8 

28.6 

324 

12.2 

3.8 

D  harnps 

547 

2.8 

-8.4 

372 

10.9 

14.0 

Archer-Daniels 

577 

0.8 

10.5 

470 

8.2 

10.5 

A  1 

548 

2.8 

-17.9 

481 

8.0 

4.8 

CBS 

578 

0.8 

105.0 

711 

3.6 

-5.9 

A  » 

549 

2.6 

62.0 

406 

9.7 

18.9 

Roadway  Services 

579 

0.7 

-23.4 

417 

9.6 

6.9 

D  Deficit  to  deficit. 

DP:  Deficit  to  profit.     P-D:  I 

rofit  to 

deficit     NA 

Not  availab 

le      NM:  Not  meaningfu 

*Four-year  growth.     *+Three-year 

growth 

FLYTHE  CONCORDE  TO  EUROPE 
FOR  THE  PRICE  OF  FIRST  CLASS. 


Purchase  a  first  class  round-trip  ticket  to  Paris 
or  beyond  on  Air  France  with  the  American  Express* 
Card  and  you're  invited  to  fly  the  Concorde*  It  will 
take  you  to  Paris  in  3%  hours.  A  limousine  will  whisk 
you  to  the  Crillon,  GeorgeV,  Plaza  Athenee  or 
similar  deluxe  hotels  and  return  you  fresh  the  J 

next  morning  to  make  a  connecting  flight  to 
your  final  European  destination. 

All  this  is  compliments  of  American  Express. 
l  Membership  has  its  privileges?" 

For  details,  call  your  travel  specialist  or 
9  800-232-2557.  In  NY  call  212-265-5460. 


'Offer  valid  when  ticket  is  purchased  with  the  American  Express  Cord  for  round-trip  travel  occurring  from  1/2-2/29  on  Air  France  and  originating  in  the  USA. 
«■  Reservations  48  hours  in  advonce.  t  Hotel  choice  subject  to  availability. 
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WHO'S  WHERE 

IN  GROWTH 

Earnings  per 

share 

Sales 

Earnings  per 

share 

Sales 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  t 

Company 

rank 

average 

months 

rank 

average 

months 

Company 

rank 

average 

months 

rank 

average 

mom 

Merrill  Lynch 

580 

0.6% 

68.1% 

216 

16.5% 

21.8% 

Montana  Power 

645 

-4.9% 

-55.5% 

574 

6.1% 

1.2' 

Hartmarx 

581 

0.6 

22.4 

554 

6.4 

-1.4 

Union  Camp 

646 

-5.1 

97.0 

613 

5.2 

13.3 

Turner 

582 

0.4 

P-D 

733 

3.2 

16.6 

Tyler 

647 

-5.5 

-1.4 

714 

3.5 

11.7 

American  Brands 

583 

0.4 

-33.1 

612 

5.2 

3.5 

Brown  Group 

648 

-5.7 

51.3 

813 

0.8 

10.2   l 

Constar  intl 

584 

0.4« 

-34.1 

865 

-1.3 

-19.9 

Alberto-Culver 

649 

-5.8 

88.2 

399 

9.9 

0.0 1 

Aetna  Life  &  Cas 

585 

0.3 

14.5 

446 

8.8 

10.4 

DPL 

650 

-6.1 

98.8 

688 

4.2 

-2.7  1 

Mellon  Bank 

586 

0.3 

P-D 

401 

9.9 

-5.6 

Texas  Industries 

651 

-6.2 

P-D 

259 

14.5 

-7.5  1 

Cooper  Tire  &  Rubber  587 

0.3 

32.2 

485 

8.0 

12.6 

Foremost  Corp  of  Am 

652 

-6.3 

147.8 

248 

15.0 

-2.4  1 

Pinnacle  West 

588 

0.2 

^1.8 

585 

5.8 

4.0 

DeSoto 

653 

-6.5 

101.5 

646 

4.7 

-6.2  1 

Dover 

589 

0.2 

20.1 

449 

8.7 

7.2 

Federal  Paper  Board 

654 

-6.5 

127.4 

290 

13.4 

12.7 1 

Duquesne  Light 

590 

0.2 

-25.0 

709 

3.7 

3.5 

Utah  Power  &  Light 

655 

-6.6 

-24.8 

447 

8.8 

-1.7 1 

Ferro 

591 

0.2 

129.5 

799 

1.4 

18.0 

Coleman 

656 

-6.6 

14.2 

504 

7.6 

20.31 

Guilford  Mills 

592 

0.0 

1.3 

335 

11.9 

30.6 

Gt  Northern  Nekoosa 

657 

-6.7 

262.2 

493 

7.9 

17.9  1 

Intl  Multifoods 

593 

0.0 

112.5 

627 

5.0 

4.3 

Carlisle  Cos 

658 

-7.5 

18.5 

632 

4.9 

14.6-| 

Public  Service  Colo 

594 

0.0 

80.1 

680 

4.3 

-1.5 

Colgate-Palmolive 

659 

-7.5 

-62.4 

866 

-1.4 

11.2 

Norfolk  Southern 

595 

-0.1 

-13.2 

727 

3.3 

-0.5 

American  Building 

660 

-7.6 

-20.5 

327 

12.1 

8.9  1 

Morrison-Knudsen 

596 

-0.1 

P-D 

856 

-0.7 

-10.2 

Cooper  Industries 

661 

-7.9 

9.9 

623 

5.1 

-3.3  1 

McKesson 

597 

-0.2 

-0.5 

387 

10.3 

1.2 

Bowater 

662 

-8.0 

14.0 

729 

3.3 

26.5  1 

RLC 

598 

-0.3 

-64.4 

553 

6.5 

5.3 

Media  General 

663 

-8.0 

P-D 

363 

11.2 

13.3  1 

Scotty's 

599 

-0.3 

-9.5 

338 

11.8 

3.6 

Tektronix 

664 

-8.1 

-21.9 

599 

5.5 

2.6  1 

Raychem 

600 

-0.5 

50.7 

460 

8.5 

17.5 

National  Distillers 

665 

-8.2 

200.0 

790 

1.7 

16.6  1 

Consul  Freightways 

601 

-0.6 

-13.9 

267 

14.3 

8.0 

Puget  Sound  P&L 

666 

-8.3 

-17.6 

297 

13.1 

-4.1  1 

Universal  Foods 

602 

-0.6 

47.9 

686 

4.2 

18.1 

Engelhard 

667 

-8.8 

50.0 

772 

2.1 

8.4  1 

Lubrizol 

603 

-0.7 

7.8 

764 

2.5 

1.9 

Adda 

668 

-8.8 

25.3 

922 

-4.8 

36.1  1 

Nalco  Chemical 

604 

-0.8 

11.9 

782 

2.0 

9.3 

Sundstrand 

669 

-8.9 

-58.3 

501 

7.7 

-1.8  ] 

Centerre  Bancorp 

605 

-0.8 

-40.5 

917 

^J.5 

-2.5 

Motorola 

670 

-9.0 

48.2 

310 

12.7 

13.3  1 

General  Host 

606 

-0.8 

71.0 

678 

43 

-4.1 

Dow  Chemical 

671 

-9.0 

308.9 

835 

-0.1 

9.8  1 

Pittway 

607 

-0.9 

-4.6 

450 

8.7 

83 

Amoco 

672 

-9.2 

19.1 

963 

-7.2 

-6.8  1 

Liquid  Air 

608 

-0.9 

1.7 

567 

6.2 

-1.0 

Mobil 

673 

-9.5 

-34.1 

936 

-5.5 

-1.8  1 

Coastal  Corp 

609 

-0.9* 

500.0  + 

698 

3.9 

6.4 

Dennison  Mfg 

674 

-9.6 

188.8 

663 

4.5 

4.0  | 

Std  Commercial  Tob 

610 

-1.1 

-0.9 

641 

4.8 

19.8 

Phillips  Petroleum 

675 

-10.0 

P-D 

954 

-6.7 

-10.5  1 

Morrison 

611 

-1.1 

93.8 

396 

10.1 

16.9 

Guy  F  Atkinson 

676 

-10.0 

-14.5 

966 

-7.8 

7.0  1 

Baxter  International 

612 

-1.1 

^0.8 

121 

24.0 

21.5 

Xerox 

677 

-10.7 

2.6 

432 

9.2 

13.6  1 

Procter  &  Gamble 

613 

-1.2 

^*5.6 

593 

5.6 

6.9 

Oneok 

678 

-11.4 

^45.2 

937 

-5.6 

-20.3  1 

General  Re 

614 

-1.3 

80.1 

230 

15.9 

23.2 

Sun  Company 

679 

-11.4 

-53.5 

965 

-7.5 

-27.3  1 

United  Banks  of  Colo 

615 

-1.4 

P-D 

672 

4.4 

8.0 

US  Shoe 

680 

-11.7 

-4.2 

282 

13.6 

9.0  1 

Brooklyn  Union  Gas 

616 

-1.6 

42.1 

547 

6.7 

-8.2 

International  Paper 

681 

-11.8 

131.8 

751 

2.7 

623  1 

Culbro 

617 

-1.7 

11.3 

122 

24.0 

-16.4 

Goodyear 

682 

-12.2 

195.9 

812 

0.9 

-4.1  1 

Stop  &  Shop  Cos 

618 

-2.0 

-143 

288 

13.4 

7.2 

Harris  Corp 

683 

-12.2 

36.5 

444 

8.9 

-0.5  1 

Mead 

619 

-2.0« 

60.5 

771 

2.1 

393 

Springs  Industries 

684 

-12.3 

202.3 

442 

8.9 

9  3  I 

Pennsylvania  P&L 

620 

-2.2 

15.3 

243 

15.2 

-4.1 

Outboard  Marine 

685 

-123 

287.9 

666 

4.5 

32.7  1 

Middle  South  Utils 

621 

-2.3 

15.0 

659 

4.5 

0.0 

Savannah  Foods 

686 

-12.4 

-5.9 

506 

7.6 

25.6  1 

lnterco 

622 

-2.4 

13.9 

852 

-0.6 

22.2 

ITT 

687 

-12.5 

111.9 

1005 

-14.0 

-39.0  1 

Dollar  General 

623 

-2.5 

-60.0 

148 

20.7 

4  3 

General  Signal 

688 

-12.5 

93.3 

827 

0.2 

-7.0  1 

Chesapeake 

624 

-2.5 

142.6 

179 

18.4 

15.0 

Seaway  Food  Town 

689 

-13.2 

96.9 

855 

-0.7 

8.1  ] 

(ohnson  &  Johnson 

625 

-2.5 

121.5 

635 

4.8 

11.8 

Litton  Industries 

690 

-13.5 

104.8 

873 

-2.0 

-2.2  1 

Norwest 

626 

-2.6 

P-D 

594 

5.6 

-3.3 

Kansas  Gas  &  Elec 

691 

-14.5 

37.7 

464 

8.4 

4.7 

Transamerica 

627 

-2.7 

50.9 

465 

8.4 

15.7 

DynCorp 

692 

-14.9 

149.1 

385 

10.4 

17.7  1 

Edison  Bros  Stores 

628 

-2.9 

-56.9 

699 

3.9 

».8 

Chevron 

693 

-15.0 

-49.9 

935 

-5.3 

-14.2  1 

Alexander  s 

629 

-2.9$ 

-54.2 

830 

0.2 

0.5 

M/A-Com 

694 

-15.2 

P-D 

604 

5.4 

-24  5  1 

Alco  Standard 

630 

-2.9 

35.6 

357 

11.3 

-15.8 

First  RepublicBank 

695 

-15.3 

P-D 

759 

2.6 

7  9 

Gerber  Products 

631 

-3.0 

-39.6 

536 

7.0 

2.0 

Gordon  Jewelry 

696 

-15.5 

P-D 

816 

0.6 

-20.6 

Humana 

632 

-3  1 

232.1 

277 

13.8 

Avnet 

697 

-15.6 

28.6 

631 

4.9 

12.3  1 

American  Standard 

633 

-^.1 

383 

542 

4.9 

Church's  Fried 

698 

-15.9 

-7.4 

649 

4.7 

-16.0 

(  >'(   International 

634 

-3.1 

106.2 

806 

1.2 

14  1 

Natl  Convenience 

699 

-16.8 

P-D 

286 

13.5 

-4.6 

dull  Mates  I  tils 

635 

-3.2 

-27.0 

571 

6.1 

-6.6 

Texaco 

700 

-17.6 

-59.4 

969 

-7.9 

-9.1 

Oxford  Industries 

636 

^.2 

-2.0 

418 

9.6 

9.6 

Foster  Wheeler 

701 

-17.6 

1.4 

951 

-4.6 

-1.1 

Owens-Coming 

637 

-3.2 

234.2 

411 

9.7 

-17.2 

Pacific  Lighting 

702 

-18.1 

78.0 

468 

8.4 

-3.1 

Portland  General 

638 

-3.5 

-393 

514 

7.5 

-5.3 

Munford 

703 

-18.6 

P-D 

552 

6.5 

-5.2 

Public  Service  NM 

639 

-3.7 

-19.4 

205 

169 

24 

Kroger 

704 

-189 

81.1 

409 

9.7 

3.7  J 

Tracor 

640 

-3  9 

500.0  + 

344 

11.6 

11.7 

Freeport-McMoRan 

705 

-18.9 

500.0  + 

904 

-3.5 

40.8  1 

West  Point- I'epperell 

641 

-4.0 

164 

541 

140 

Blount 

706 

-19  1 

66.7 

376 

10.7 

2.8 

(  ontral  Steel  8i  Wire 

642 

-4.1 

17.3 

768 

2.4 

6.9 

Unocal 

707 

-19.1 

500.0  + 

918 

^».6 

-4.1 

Zurn  Industries 

643 

-4.3 

21.4 

836 

-0.1 

13.6 

Pennzoil 

708 

-19.9 

DP 

940 

-5.7 

-12.8    ! 

NIKE 

644 

-4.7 

-8.5 

226 

16  1 

-9.6 

Occidental  Petroleum 

709 

-19.9 

18.6 

872 

-1.9 

12.9 

' 

N  Rett  i"  profit     P-D:l 

mtit  DO 

defictt     na 

Not  availab 

>       NM   Not  meaningful 

fFour  year  growth.     ttThr 

ee-year  growth. 
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"j>  pany 


Earnings  per  share 

5-year     latest  12 

rank    average    months 


rank 


Sales 

5-year     latest  12 
average     months 


Company 


Earnings  per  share 
5-year  latest  12 
average    months 


rank 


Sales 

5-year     latest  12 
average    months 


'e  al-Mogul  710  -20.1%  -87.3% 

»ic  Service  Ind         711  -20.5  3.8 

■  writer  Technology  712  -20.5  -59.5 

L  rican  President      713  -21.34:  500.0  + 

fc  nan  Kodak  714  -21.9  500.0  + 


691 
524 
818 
175 
794 


4.1% 
7.3 
0.5 
18.7 
1.6 


10.4% 

-2.2 

-8.8 

29.6 

12.9 


CSX  NM  D-P 

Cabot  NM  -44.5% 

Caesars  World  NM  -4.4 

Cameron  Iron  Works  NM  D-D 

Carter  Hawley  Hale  NM  NA 


543 

908 

712 
1002 

785 


6.8% 

-3.7 

3.5 

-13.0 

1.8 


14.8% 
8.7 
12.3 
-22.6 

NA 


U  ngs 

C  Inergy 

A  ;  Laboratories 

5   General 

»  tte 


715 
716 

717 
718 
719 


-22.2 
-22.3 
-23.3 
-24.6 
-24.8 


272.0 

-93.3 

P-D 

P-D 

-63.1 


480 
932 
109 
296 

718 


8.1 
-5.2 
26.1 
13.2 

3.5 


2.3 

-10.5 

9.4 

0.5 

14.7 


Caterpillar  NM  -89.8 

Champion  In tl  NM  119.3 

Champion  Spark  Plug  NM  DP 

Charter  NM  DP 

Cigna  NM  DP 


881 
588 
787 
1021 
397 


-2.3 

5.7 

1.8 

-26.2 

10.1 


4.9 

-0.2 

12.9 

-21.3 

0.6 


ral  Maine  Power    720 
ed  Telecom 


i  House  Foods 
Security 


721 
722 
723 
724 


-26.4 
-27.3 
-28.2 
-28.7 
-32.2 


-17.0 
P-D 
22.0 
P-D 

-42.4 


484 
521 
533 
1012 
700 


8.0 
7.4 
7.0 
-15.7 
3.9 


9.7 
-6.7 
85.3 

4.7 
-10.7 


Cincinnati  Milacron  NM  -36.4 

Clark  Equipment  NM  D-D 

Coleco  industries  NM  P-D 

Columbia  Gas  System  NM  31.7 

Combustion  Eng  NM  -10.5 


861 
824 
143 
942 
975 


-1.2 
0.3 
21.1 
-5.9 
-8.7 


0.7 

2.6 

-12.0 

-23.2 

15.3 


J  ed  Technologies  725  -33.9 

>i  y  Continental  726  -34.9 

K  hell  Energy  727  -35.3 

*  'rods  &  Chems  728  -35.9 

■   n  729  -36.0 


-62.0 

68.2 
-81.8 
500.0  + 

P-D 


737 
345 
979 
628 
139 


3.2 
11.6 
-9.2 

4.9 
21.3 


12.9 

-24.3 

7.6 

-35.2 


Commercial  Credit  NM  5.9 

Computervision  NM  D-P 

Continental  Illinois  NM  P-D 

Control  Data  NM  D-D 

Copperweld  NM  D-P 


670 
300 

1015 
770 

1007 


4.4 

12.9 

-17.5 

2.2 
-14.6 


-0.4 

14.7 

0.5 

-2.4 

-35.2 


A  <es  Cos 
r  is  Eastern 
\  Robins 
I  International 


730 
731 


-44.6+t 
-58.6 

NM 

NM 

NM 


114.8 
D-P 
19.7 
D-D 
D-P 


701 
867 
318 
811 
998 


3.9 

-1.4 

12.3 

1.0 

-12.5 


40.2 

-18.5 

8.7 

68.8 
106.9 


Craig  NM  318.6 

Crane  NM  122.7 

Crown  Central  Pet  NM  D-D 

Cummins  Engine  NM  D-P 

DWG  NM  DP 


1022 
916 
946 

572 
48 


-38.1 

-4.2 

-6.4 

6.1 

37.9 


500.0 
8.4 

-14.4 

20.2 

4.2 


\  Smith 

S  meed  Micro 

\  n  Aluminium 

\  ander  &  Alex 


NM 
NM 
NM 
NM 
NM 


-44.2 
D-D 
D-P 
D-P 

500.0  + 


660 
178 
656 
826 
415 


4.5 
18.5 
4.6 
0.2 
9.6 


5.6 
45.3 

8.0 
10.2 

9.1 


Datapoint 

DeKalb 

Deere 

Delta  Air  Lines 

Di  Giorgio 


NM 
NM 
NM 
NM 
NM 


D-D 
D-P 
D-D 
229.5 
P-D 


925 
943 
957 
566 
652 


-4.9 
-6.2 
-6.8 

6.2 
4.6 


-4.0 

-13.2 

-5.4 

31.7 

6.0 


%  gheny  Intl 

*  gis 

I  n  Group 

J  :d  Bancshares 

I  ad-Signal 


NM 
NM 
NM 
NM 
NM 


D-D 
94.0 
P-D 
P-D 
D-P 


970 
373 
683 

292 
298 


-7.9 
10.8 
4.3 
13.4 
13.0 


^0.2 

-2.5 

0.8 

-9.1 

-1.6 


Diversified  Energies  NM  D-P 

Dravo  NM  P-D 

Dresser  Industries  NM  D-D 

EF  Hutton  Group  NM  P-D 

Eagle-Picher  Inds  NM  D-P 


551 

995 
901 
201 

746 


6.5 

-12.3 

-3.2 

17.1 

2.8 


-23.8 

-24.8 

-18.8 

-1.8 

0.9 


(  :rada  Hess 
•  mean  Hoist 
'  'rican  Maize 
1  mean  Medical 
'  mean  getrofina 


NM 
NM 
NM 
NM 
NM 


D-P 
D-D 
500.0  + 
D-P 
D-P 


994 
974 

577 
128 
887 


-12.1 

-8.3 

5.9 

23.6 

-2.8 


-13.4 

-16.5 

7.2 

8.6 

8.2 


Earle  M  lorgensen  NM  P-D 

Eastern  Gas  &  Fuel  NM  -70.6 

Ecolab  NM  81.4 

Edgcomb  NM  P-D 

Emery  Air  Freight  NM  D-D 


905 

825 

650 

20 

375 


-3.6 
0.2 

4.7 
62.3 
10.8 


9.5 
-35.1 

9.3 
-5.7 
26.1 


Mac 

f  pco-Pittsburgh 

» ico 

t  itek 

P  >w  Electronics 


NM 
NM 
NM 
NM 
NM 


D-D 
D-D 
D-P 
D-P 
D-D 


849 
779 
1011 
473 
423 


-0.4 

2.0 

-15.4 

8.2 

9.4 


-8.0 
-24.4 
-1.0 
49.8 
13.0 


Emhart  NM  D-P 

Empire  of  America  NM  P-D 

Enserch  NM  D-P 

Entex  NM  D-D 

Fairchild  Industries  NM  P-D 


739 
62 
914 
919 
992 


3.1 
31.5 
-3.9 
-4.7 

-11.8 


t  rco 

I  land  Oil 

t  intic  Richfield 

t  n  Products 

I  Goodrich 


NM 
NM 
NM 
NM 
NM 


D-P 

-30.6 
41.3 
D-P 
D-P 


953 
920 
986 
838 
883 


-6.7 

^.8 

-10.6 

-0.1 

-2.4 


6.3 
-1.7 

-4.3 

13.4 

-26.1 


Fedl  Natl  Mortgage  NM  43.3 

Finl  Corp  of  Amer  NM  P-D 

Firestone  NM  500.0  + 

First  City  Bancorp  NM  D-D 

Fischbach  NM  D-D 


319 
24 
899 
859 
845 


12.2 
56.7 
-3.1 
-0.9 
-0.3 


i  er  Hughes 

I  y  Manufacturing 

I  kAmerica 

I  aes  Group 

I  eficial  Corp 


NM 
NM 
NM 
NM 
NM 


D-D 
60.4 
D-D 
-0.4 
D-D 


1 1  Products 

I  hlehem  Steel 

I  :k  &  Decker 

I  man's 

I  lington  Northern 


NM 
NM 
NM 
NM 
NM 


D-D 
D-P 

93.9 
-0.4 
D-P 


I  iness  Men's  Assur  NM  D-P 

I  ler  Manufacturing  NM  -70.7 

■  (Industries  NM  -66.5 

I  S  Energy  NM  D-P 

1  W  NM  500.0  + 


964 
402 
912 
851 
981 


-7.3* 

9.8 
-3.8 
-0.6 
-9.4 


-30.2 
8.2 

-19.0 
1.0 

-44.6 


Fisher  Foods 

Fluor 

Foxboro 

GAF 

GATX 


NM 
NM 
NM 
NM 
NM 


D-D 
D-D 
D-D 
38.9 
83.1 


1000 
976 
875 
734 

1004 


-12.9 

-8.8 

-2.1 

3.2 

-13.7 


289 
960 
500 
802 

272 


13.4 

-7.1 

7.7 

1.3 

14.0 


-6.9 

-3.4 

8.0 

15.1 

-11.9 


440 
570 
662 
705 
814 


9.0 
6.1 
4.5 
3.8 
0.7 


9.6 

9.3 

-13.5 

-9.8 

-0.2 


GTE  NM  D-P 

Gearhart  Industries  NM  D-D 

Gelco  NM  D-D 

General  Dynamics  NM  -95.9 

General  Instrument  NM  D-D 


Genesco  NM  D-P 

Getty  Petroleum  NM  -61.6 

Gould  NM  D-P 

Great  American  Mgmt  NM  D-P 

Grossman's  NM  D-P 


523 
437 
871 
359 
915 


7.4 

9.1 

-1.7 

11.3 

-4.2 


928 
32 

987 
36 

931 


-5.1 
43.9 
-10.7 
42.9 
-5.1 


Deficit  to  deficit     D-P.  Deficit  to  profit     P-D  Profit  to  deficit     NA;  Not  available     NM:  Not  meaningful.     iFour-year  growth.     +tThree-year  growth 


_ 


19.0 
-5.3 
-5.9 
-3.3 

^7.6 


-6.5 

-10.6 

2.7 

-24.6 

-0.2 


-10.2 

-2.5 

-8.7 

8.6 

-4.4 


-0.2 

^16.2 

-0.9 

4.3 

27.3 


-14.6 
-4.9 

-11.4 
48.1 

-15.7 
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WHO'S  WHERE  IN  GROWTH 

Earnings 

per  share 

Sales 

Earnings 

per  share 

Sales 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

late<  1 

Company 

average 

months 

rank 

average 

months 

Company 

average 

months 

rank 

average 

moit 

Gulf  &  Wester. 

NM 

38.2% 

1006 

-14.5% 

22.8% 

Resorts  Intl 

NM 

D-D 

668 

4.4% 

8 

HH  Robertson 

NM 

D-D 

877 

-2.1 

-5.4 

Reynolds  Metals 

NM 

252.2% 

2.1 

8.8 

Halliburton 

NM 

DP 

1008 

-14.9 

-18.1 

Roper  Corp 

NM 

55.3 

528 

7.2 

23. 

Handy  &  HaraaQ 

NM 

D-D 

837 

-0.1 

6.7 

Ross  Stores 

NM 

P-D 

9 

90.3+4 

25. 

Hamischfeger  inds 

NM 

DP 

763 

2.5 

45.3 

Santa  Fe  Southern 

NM 

-96.1 

860 

-1.0 

-5. 

Honeywell 

NM 

P-D 

783 

1.9 

-8.9 

Schlumberger 

NM 

D-D 

893 

-3.0 

-23. 

IC  Industries 

NM 

DP 

792 

1.6 

-5.2 

Service  Merchandise 

NM 

D-D 

138 

21.7 

10. 

IU  International 

NM 

DP 

945 

-6.4 

-5.4 

Smith  International 

NM 

D-D 

1013 

-17.0 

^16. 

Ideal  Basic  Inds 

NM 

D-D 

990 

-10.9 

-12.7 

Sonat 

NM 

D-D 

948 

-6.5 

-26. 

Ingetsoll-Rand 

NM 

96.9 

888 

-2.8 

-3.1 

Soo  Line 

NM 

D-D 

192 

17.6 

-4. 

Inland  Steel  Inds 

NM 

DP 

869 

-1.6 

9.1 

St  Paul  Cos 

NM 

71.8 

435 

9.1 

8: 

Integrated  Resources 

NM 

500.0  + 

41 

40.5 

36.3 

Stewart  &  Stevenson 

NM 

DP 

988 

-10.8 

9. 

Intel 

NM 

D-P 

329 

12.1 

37.7 

Stewart-Warner 

NM 

P-D 

889 

-2.9 

-3.. 

Intermark 

NM 

DP 

68 

30.3 

10.4 

Stone  Container 

NM 

500.0  + 

42 

40.1 

62.. 

Interstate  Bakeries 

NM 

-26.2 

769 

2.3 

6.3 

Storage  Technology 

NM 

-68.2 

972 

-8.0 

6. 

Intl  Minerals  &  Chem 

NM 

DP 

955 

-6.7 

32.6 

TIE/Communications 

NM 

D-D 

155 

20.2 

-18. 

IP  Stevens 

NM 

38.6 

896 

-3.0 

-8.5 

TRW 

NM 

87.2 

720 

3.5 

11. 

KaiserTech 

NM 

D-D 

968 

-7.8 

-5.2 

Tenneco 

NM 

D-D 

854 

-0.6 

-4., 

Kansas  City  Southern 

NM 

P-D 

559 

6.3 

7.3 

Tesoro  Petroleum 

NM 

D-D 

984 

-10.0 

-10, 

Kerr  Glass  Mfg 

NM 

DP 

1010 

-15.4 

-0.5 

Texas  American  Bcsh 

NM 

D-D 

587 

5.7 

-16.( 

Kerr-McGee 

NM 

DP 

952 

-6.7 

-10.2 

Texas  Instruments 

NM 

DP 

685 

4.2 

11.. 

Koppers 

NM 

DP 

939 

-5.7 

3.3 

Thorn  Apple  Valley 

NM 

D-D 

636 

4.8 

-2.< 

LB  Foster 

NM 

D-D 

839 

-0.2 

-39.8 

Timken 

NM 

D-D 

897 

-3.0 

5.: 

LTV 

NM 

D-D 

596 

5.5 

1.3 

Todd  Shipyards 

NM 

D-D 

1001 

-12.9 

-15.i 
8, 

Lafarge 

NM 

119.7 

692 

4.0 

20.6 

Tosco 

NM 

D-D 

1020 

-25.2 

Lone  Star  Industries 

NM 

276.8 

843 

-0.2 

-9.1 

Transco  Energy 

NM 

D-D 

828 

0.2 

-14.( 

Lorimar-Telepictures 

NM 

D-D 

56 

33.5 

23.0 

Triangle  Industries 

NM 

-39.1 

23 

58.3 

75.( 

Louisiana  Land 

NM 

D-D 

956 

-6.7 

-15.1 

Trinity  Industries 

NM 

-42.5 

930 

-5.1 

12.S 

Lukens 

NM 

335.0 

803 

1.2 

18.1 

Turner  Broadcasting 

NM 

D-D 

47 

38.2 

24.; 

MCI  Communications 

NM 

P-D 

35 

43.1 

12.6 

UGI 

NM 

DP 

949 

-6.5 

-5.S 

MCorp 

NM 

D-D 

135 

22.3 

-17.7 

UNC 

NM 

115.2 

308 

12.7 

16.C 

Mack  Trucks 

NM 

DP 

515 

7.5 

7.3 

US  Home 

NM 

DP 

898 

^3.1 

-1.; 

Manhattan  Industries 

NM 

P-D 

820 

0.4 

-14.9 

USF81G 

NM 

-12.2 

274 

13.9 

10i 

Manville 

NM 

88.0 

862 

-1.2 

7.0 

USLife 

NM 

-0.9 

595 

5.6 

7.1 

Martin  Marietta 

NM 

7.4 

519 

7.4 

8.5 

USX 

NM 

D-D 

821 

0.3 

-22.; 

Mattel 

NM 

P-D 

876 

-2.1 

1.6 

Union  Carbide 

NM 

-76.8 

947 

-6.4 

-5." 

McDermott  lntl 

NM 

P-D 

944 

-6.3 

2.0 

Union  Pacific 

NM 

DP 

748 

2.8 

-19.  i 

Meritor  Financial 

NM 

D-D 

154 

20.5 

2.7 

Union  Texas 

NM 

D-D 

982 

-9.8+ 

-25.7 

Michigan  National 

NM 

28.2 

774 

2.1 

4.2 

Unisys 

NM 

PD 

258 

14.6 

43.5 

Monsanto 

NM 

500.0  + 

817 

0.6 

4.2 

Valero  Energy 

NM 

DP 

809 

1.0 

-57.1 

Moore  McCormack 

NM 

DP 

967 

-7.8 

-11  6 

Varian  Associates 

NM 

DP 

455 

8.6 

10.3 

Murphy  Oil 

NM 

P-D 

985 

-10.1 

-11.9 

WR  Grace 

NM 

P-D 

977 

-8.8 

-20.6 

NL  Industries 

NM 

D-D 

996 

-12.3 

-3.6 

Warner  Comm 

NM 

3.6 

971 

-8.0 

19.9 

National  lntergroup 

NM 

D-D 

864 

-1.3 

15.8 

Warner-Lambert 

NM 

DP 

863 

-1.3 

10.9 

National-Standard 

NM 

P-D 

886 

-2.6 

8.0 

Wendy's  Intl 

NM 

-84.6 

170 

19.2 

-9.2 

Natl  Semiconductor 

NM 

D-D 

419 

9.5 

20.0 

Western  Co  No  Amer 

NM 

D-D 

1017 

-19.0 

-45A 

Newmont  Mining 

NM 

350.0 

991 

-11.7 

-37.6 

Western  Union 

NM 

D-D 

819 

0.4 

-18.1 

Nicor 

NM 

DP 

878 

-2.2 

-16.7 

Westmoreland  Coal 

NM 

-63.3 

775 

2.1 

-1.5 

No  Indiana  Pub  Svc 

NM 

DP 

797 

1.5 

-16.7 

Wheeling-Pittsburgh 

NM 

D-D 

891 

-2.9 

25.6 

Northwestern  Steel 

NM 

75.6 

927 

-5.0 

11.6 

Whittaker 

NM 

DP 

1019 

-21.4 

-27.3 

Norton 

NM 

D-D 

890 

-2.9 

2.7 

Williams  Cos 

NM 

D-D 

580 

5.9 

-31.6 

Ogden 

NM 

DP 

1018 

-19.1 

-8.4 

Wilson  Foods 

NM 

DP 

983 

-9.8 

-7.3 

Olin 

NM 

-8.7 

884 

-2.4 

8.5 

Wyman-Gordon 

NM 

D-D 

980 

-9.3 

-9.7  m 

Omnicom  Group 

NM 

500.0  + 

388 

10.3+4 

5.4 

Zapata 

NM 

D-D 

1009 

-14.9 

-37.0H 

Orion  Capital 

NM 

D-D 

268 

14.2 

5.3 

Zenith  Electronics 

NM 

D-D 

439 

9.0 

27.8 

PS  Group 

NM 

500.0  + 

217 

164 

^t6.8 

Alco  Health  Services 

NA 

15.8 

99 

27.6 

34.8  J 

Pacific  Resources 

NM 

-90.3 

895 

-3.0 

-J.0 

Allegheny  Ludlum 

NA 

NA 

629 

4.9* 

NA 

Panhandle  Eastern 

NM 

D-D 

924 

-4.9 

-28.6 

Allis-Chalmers 

NA 

D-D 

1014 

-17.3 

-15.8'! 

Penn  Central 

NM 

21.9 

950 

-6.5 

-J3.7 

AmeriFirst  Federal 

NA 

NA 

502 

7.6 

-22.3  ; 

Pennwalt 

NM 

57.3 

800 

1.4 

6Y 

American  Tel  &  Tel 

NA 

-81.1 

NA 

-3.3  | 

Perini 

NM 

152.8 

894 

-3.0 

^».l 

Anchor  Glass 

NA 

-15.8 

237 

15.6 

11  7 

Phelps  Dodge 

NM 

120.7 

973 

-8.1 

52.6 

Anchor  Savings  Bank 

NA 

NA 

65 

31.1* 

-5  5  1 

Pulsion 

NM 

50.0 

1003 

-13.5 

4.5 

Aristech  Chemical 

NA 

NA 

833 

0.0 

NAfl 

Premier  Bancorp 

NM 

D-D 

309 

12.7 

-3.9 

Atlantic  Financial 

•    NA 

-77.4 

33 

43.8 

19.9  1 

Public  Sen  ice  \H 

NM 

-5.0 

690 

4.1 

0.6 

Bear  Stearns  Cos 

NA 

-27.9 

86 

28.4 

15.9  I 

deficit     DP 

Deficit  to  profit     PD:( 

rofii  in 

defk  ii     NA 
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ee-year 

growth 
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te  only  way 

sella 

5  million  company 

jng  the  company  is  easy. 
»ut  questions  crowd  in. 
1 1  trust  my  advisors  to  tell 
if  not  selling  is  the  right 
ision?  If  I  do  sell,  how  do  I 
*st  the  proceeds?  Should  1 
up  an  education  fund  for 
kids?  What  will  /  do  next? 


The  point  is  clear:  transac- 
tions should  never  stand 
alone.  Your  advisors  must  be 
skillful  and  versatile  enough 
to  orchestrate  all  the  com- 
plexities of  your  finances. 

The  private  bankers  at 
Morgan  understand  this 
equation.  We  listen  hard. 
We  build  close  and  enduring 
financial  partnerships,  the 
kind  that  change  a  clients 
concern  from  "how  do  I  get 


the  best  service  from  my 
bank"  to  "what  can  we  ac- 
complish next?" 

We  adapt  our  skills  and 
services  to  serve  your  needs. 
We  can  help  form  a  partner- 
ship or  divest  a  company;  set 
up  an  education  fund  or  di- 
versify a  portfolio;  administer 
a  trust  or  issue  a  letter  of 
credit. 

And  we  have  access  to  all 
the  resources  of  Morgan  to 


use  on  your  behalf- the  same 
analysts,  traders,  financial 
strategists,  technology  and 
underlying  capital  strength 
that  serve  the  world  s  largest 
companies. 

To  know  more,  call  Peter 
E.  Guernsey  Jr.,  Vice  Presi- 
dent, Morgan  Guaranty  Trust 
Company.  (212)  826-9337. 


Private  banking  at  Morgan 


J.R  Morgan  &  Co.  Incorporated,  parent  of 
n  Cuaranty  Trust  Company  (Member  FD1Q  and 

IP  Morgan  subsidiaries 


JPMorgan 


WHO'S  WHERE  IN  GROWTH 

Earnings 

per  share 

Sales 

Earnings 

per  share 

Sales 

5-year 

latest  12 

5-year 

latest  12 

5-year 

latest  12 

5-year 

lates  ! 

Company 

average 

months 

rank 

average 

months 

Company 

average 

months 

rank 

average 

mon , 

Benj  Franklin  S&L 

NA 

NA 

619 

5.2%  }}  -5-6% 

Inspiration  Resources 

NA 

D-D 

517 

7.5% 

5.4 

Boys  Markets 

NA 

NA 

539 

6.9* 

NA 

Leslie  Fay  Cos 

NA 

-18.3% 

169 

19.3 

3.9 

Businessland 

NA 

200.0% 

3 

237.4+4 

44.2 

Masco  Industries 

NA 

313.2 

384 

10.4 

105.C 

Carteret  Bancorp 

NA 

11.8 

92 

28.0 

2.3 

Maxus  Energy 

NA 

NA 

NA 

NA 

Castle  &  Cooke 

NA 

^8.8 

NA 

5.5 

Morgan  Stanley 

NA 

30.0 

59 

32.8 

28.4 

CenTrust  Savings  Bk 

NA 

D-D 

80 

28.8 

20.7 

Navistar  Intl 

NA 

P-D 

989 

-10.9 

4 .7 

Child  World 

NA 

0.0 

132 

22.9 

25.4 

Neiman-Marcus  Group 

NA 

NA 

204 

17.0} 

NA 

Coast  S&L  Assoc 

NA 

23.7 

160 

19.6 

18.1 

PACE  Membership 

NA 

DP 

2 

242.8}} 

74.7 

Costco  Wholesale 

NA 

-6.7 

NA 

83.7 

Pan  Am 

NA 

P-D 

909 

-3.7 

11.9 

CrossLand  Savings  FSB 

NA 

3.9 

188 

17.8 

16.5 

Pay'n  Save 

NA 

NA 

NA 

NA 

Cyprus  Minerals 

NA 

DP 

488 

8.0 

-9.1 

Premark  Intl 

NA 

P-D 

761 

2.5i 

12.7 

Diamond  Shamrock 

NA 

NA 

978 

-9.2}} 

-11.7 

Pullman 

NA 

-5.0 

5 

166.31 

8.4 

Dime  Savings  Bank 

NA 

NA 

425 

9.4 

2.3 

SSMC 

NA 

NA 

993 

-11.9 

7.8 

E-II  Holdings 

NA 

NA 

445 

8.8}. 

9.3 

Savin 

NA 

D-D 

902 

-3.3 

-7.0 

Fireman's  Fund 

NA 

105.4 

606 

5.4 

14.7 

Standard  Fedl  Bank 

NA 

NA 

43 

39.4 

3.C 

First  Pennsylvania 

NA 

D-D 

923 

-4.9 

-3.8 

TCF  Banking  &  Sav 

NA 

-65.6 

166 

19.4 

-7.4 

Florida  Federal  S&L 

NA 

D-D 

198 

17.4 

-2.7 

Talman  Home  Fedl 

NA 

NA 

633 

4.9 

-8.8 

Foodmaker 

NA 

42.9 

719 

3.5*. 

7.5 

Texas  Air 

NA 

P-D 

60 

32.7 

271.6 

Fruit  of  the  Loom 

NA 

NA 

532 

7.0} 

27.9 

Tiger  International 

NA 

DP 

961 

-7.1 

4.8 

GM  Hughes  Electron 

NA 

10.1 

112 

25.7 

0.4 

Toro 

NA 

32.6 

313 

12.6 

4H.2 

General  Refractories 

NA 

122.2 

879 

-2.2 

-29.2 

Trans  World  Airlines 

NA 

DP 

846 

-0.3 

26.2 

Georgia  Gulf 

NA 

109.6 

342 

11.6} 

10.6 

UNUM  Corp 

NA 

NA 

209 

16.8 

2.5 

Goldome 

NA 

NA 

172 

19.0} 

NA 

United  Financial 

NA 

D-D 

78 

28.9 

-2.1 1! 

Henley  Group 

NA 

NA 

66 

30.7 

8.8 

United  Merchants 

NA 

D-D 

564 

6.2 

—  ~)     3 

Hills  Dept  Stores 

NA 

NA 

671 

4.4} 

NA 

Varity  Corp 

NA 

P-D 

999 

-12.8 

12.3| 

Himont 

NA 

95.1 

NA 

11.0 

Viacom 

NA 

NA 

81 

28.7 

15.9 

Home  Group 

NA 

500.0  + 

900 

-3.2 

10.8 

Vista  Chemical 

NA 

P-D 

665 

4.5 

10.7  | 

Home  Shopping 

NA 

50.0 

NA 

263.5 

Vons  Cos 

NA 

NA 

602 

5.5} 

NA 

IBP 

NA 

NA 

544 

6.8} 

NA 

Western  Auto  Supply 

NA 

NA 

687 

4.2 

20.6' 

Imperial  Corp  of  Am 

NA 

186.4 

196 

17.5 

8.7 

York  International 

NA 

NA 

708 

3.7 

31.9 

Inco 

NA 

DP 

868 

-1.5 

10.3 

D-D:  Deficit  to  deficit     1 1  P 

lk.-h.ut  tO  profit       P-D:  F 

rofil  to 

deficit     na 

Not  as.nlali 

e     NM  Not  meaningful 

}  Four-year  growth     }}Three  year 

growth. 

1 

FAMOUS    MIH/A    DIALOGUES 


Daiwa 's  expertise  will  give  you  easier 
access  to  the  Japanese  capital  market, 
Bonaparte!" 


"Where  were  you  when  I  was  trying 
to  get  into  the  Russian  one?" 


We  may  not  have  been  around  in  1812  to  help  Napoleon, 
but  ever  since  the  Tokyo  Stock  Exchange  opened  its  doors 
to  foreign  companies,  we  have  been  a  leading  contributor 
in  helping  them  to  list  their  shares.  The  number  totals  20. 
more  than  a  third  of  the  foreign  names  currently  listed.  In 
1986  we  handled  nearly  30%  of  the  total  trading  of  foreign 
stocks,  and  our  unrivaled  market  authority  means  the 
shares  we  have  helped  to  list  have  turned  out  to  be  those 
most  heavily  traded.  In  August  and  September  1986 
Eastman  Kodak  and  Chrysler  were  listed;  later  PepsiCo, 
Inc  ,  BTR  pic.  American  Information  Technologies  Corp.  and 


Weyerhaeuser  Co.;  and  in  February  this  year  Pharmacia 
Aktiebolag  of  Sweden  followed  suit  —  all  with  a  little  help 
from  Daiwa.  So  if  you  have  a  yen  to  get  into  the  Japanese 
capital  market,  it  is  good  strategy  to 
consult  us.  Napoleon  would  agree. 


Ask  Daiwa. 


□AIWA 

wa  Securities  Co.  Ltd. 


Head  Office:  6-4.  Otemachi  2-chome.  Chiyoda-ku.  Tokyo  100.  Japai  Tel  (03)243-2111  Telex  J22411  DAIWASEC 

New  York  Office:  One  World  Financial  Center-Tower  A.  200  Liberty  Street  New  York.  NY  10281   Tel  (212)945-0100  Telex  420971 

Other  Overseas  Offices:  Amsterdam.  Bahrain.  Beijing,  Brussels.  Chicago,  Frankfurt.  Geneva.  Hong  Kong.  London.  Los  Angeles.  Lugano.  Melbourne.  Milan.  Paris.  Sao  Paulo.  Sel 

Shanghai,  Singapore.  Sydney.  Toronto.  Zurich 
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Forging  Ahead 


The  production  of  uniquely  strong  titanium  forgings  in  a  variety 

of  thin-shelled,  "deep-dish"  configurations  challenges  the 

highest  level  of  metals  forging  technology.  But  at  our  California 

Drop  Forge  facility,  challenges  like  this  are  being  met  daily  to 

comply  with  strict  tolerance  and  quality  requirements  of  the 

space  and  aircraft  industries. 

California  Drop  Forge  is  constantly  expanding  the  application 

of  its  exceptional  forging  capabilities  to  the  production  of 

components  for  aerospace  and  other  high  technology  industries. 

One  reason  it  will  pay  you  to  learn  more  about  us. 


[paiistccl 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


WHO'S  WHERE  IN 
THE  STOCK  MARKET 


In  less  than  a  month,  the  stock  market  gave 

up  half  of  what  it  had  taken  five  years  to  gain. 

That  brought  the  long-term  return  on  stocks  from 

the  superlative  down  to  the  merely  good. 


By  Steve  Kichen 


A  year  ago  the  1,012  companies  in  this  survey 
boasted  an  average  five-year  stock  price  gain  of 
165.2%.  The  mid-October  plunge  in  stock 
prices  cut  that  gain  by  more  than  half,  to  just 
under  80% .  Still,  a  gain  of  nearly  80%  over 
five  years  works  out  to  a  compound  annual  gain  of  12.4%. 
Not  magnificent,  but  not  bad,  either. 

In  this  year's  group  only  21%  show  a  lower  price  now 
than  they  did  five  years  ago.  Meanwhile,  1 7%  are  up  at  least 
25%.  Another  53%  gained  45%  or  more.  Exactly  100 
industry  survey  stocks — under  1  in  10 — gained  200%  or 
more  in  the  last  half-decade.  In  all,  stocks  were  a  good 
place  to  have  been — even  if  you  were  caught  in  the 
October  crash. 

Circuit  City  Stores,  a  Richmond,  Va. -based  consumer 
electronics  retailer,  tops  Forbes' five-year  performance  list 
Despite  a  severe  beating  last  fall  it  still  showed  a  1,048% 
increase.  This  rapidly  growing  company  operates  electron- 
ics supermarkets.  Runner-up  was  Tyson  Foods,  a  poultry 
processor,  up  921  % .  Cains  of  600%  or  more  were  posted  by 
Mayfair  Super  Markets,  United  Artists,  Minstar,  Marion 
Laboratories,  Triangle  Industries  and  Liz  Claiborne.  (The 
last  named  is  1987's  most  innovative  company  in  the 
apparel  industry.  See  page  75.) 

Where  were  investors  bumed?  Worst  cases  were  three 


banks,  two  in  Texas:  First  City  Bancorp  fell  96.9%;  Finan 
cial  Corp.  of  America,  89.9%;  and  MCorp,  86.2%.  West- 
ern Union  lost  94.7%  of  its  value  over  the  past  five  years. 
The  third-worst  performance  came  from  Storage  Tech- 
nology, which  lost  93.5%  and  is  now  working  its  way 
out  of  Chapter  1 1  bankruptcy  proceedings.  Savin  Corp. 
fell  91.3%. 

There's  a  lesson  here — though  a  hard  one  to  profit  from. 
The  lesson  is  that  yesterday's  leaders  often  become  tomor 
row's  laggards — and  vice  versa.  The  aforementioned  Sav- 
in and  Storage  Technology  were  once  Wall  Street  leaders.  In 
1980  Savin  showed  a  1,457%  five-year  gain;  an  increase  of 
1,226%  gave  Storage  Technology  fourth  place  in  1982.  By 
contrast,  in  1982  Ford  and  Great  Atlantic  &.  Pacific  Tea 
were  among  the  worst-performing  stocks.  This  year  they 
are  in  the  top  30  in  five-year  gains.  For  some  thoughts  on 
how  to  profit  from  these  inevitable  reverses  in  fortune  see 
page  50. 

Where  does  the  market  go  from  here?  It  is  well  to 
remember  that  the  stock  market  is  not  cheap — even  after 
losing  a  third  of  its  value  in  a  couple  of  weeks  last  autumn. 
The  Wilshire  index  was  selling  at  23  times  earnings  prior  to- 
the  October  crash,  but  it's  still  not  a  bargain  selling  at 
about  16  times  earnings.  There  is  one  strong  positive  that 
ought  to  be  reassuring  to  the  contrarians  among  us:  It  was 
difficult  at  the  end  of  the  year  to  find  a  flaming  optimist 
anywhere.  ■ 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 

Latest 

Book 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value/ 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

87 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price 

196 

203 

Abbott  Laboratories 

137.4 

67    -17% 

46 

$2.64 

17.4 

2.48 

S1.00 

2.2% 

$  7.77 

0.17 

792 

375 

Advanced  Micro 

-18.4 

44%-  9% 

10% 

-0.96 

def 

0.90 

none 

0.0 

7.26 

0.71 

588 

765 

Aetna  Life  &  Cas 

35.4 

68%-27% 

49% 

7.76 

6.3 

0.25 

2.76 

5.6 

49.13 

1.00 

421 

138 

HF  Ahmanson 

67.6 

28%-  5'/4 

15% 

2.40 

6.5 

0.56 

0.88 

5.7 

17.14 

1.11 

318 

581 

Air  Prods  &  Chems 

99.3 

537/s-15% 

36% 

2.83 

12.8 

0.95 

1.00 

2.8 

19.21 

0.53 

763 

NR 

Airborne  Freight 

-10.5 

36    -11  % 

12% 

1.63 

7.8 

0.14 

0.60 

4.7 

15.65 

1.2.3 

89 

NR 

Alberto-Culver 

212.3 

28%-  4% 

19 

1.28 

14.8 

0.51 

0.24 

1.3 

8.37 

0.44 

269 

190 

Albertson's 

113.7 

34    -  9% 

25% 

1.65 

15.3 

0.30 

0.48 

1.9 

8.90 

0.35 

599 

733 

Alcan  Aluminium 

31.8 

37%- 14% 

24% 

2.12 

11.6 

0.60 

0.60 

2.4 

19.84 

0.81 

NR 

NR 

Alco  Health  Services 

NA 

25'/2-10'/2 

12% 

1.39 

9.0 

0.09 

none 

0.0 

9.89 

0.79 

633 

505 

Alco  Standard 

24.2 

30    -13W 

18% 

1.81 

10.3 

0.23 

0.68 

3.6 

10.60 

0.57 

811 

806 

Alexander  &  Alexander 

-22.2 

42%- 17 

19% 

1.43 

13.8 

0.74 

1.00 

5.1 

7.74 

0.39 

57 

48 

Alexander  &  Baldwin 

263.7 

64    -  95/s 

39% 

4.44 

8.8 

1.64 

1.36 

3.5 

19.95 

0.51 

48 

124 

Alexander's 

288.4 

59    -  9% 

37% 

0.27 

NM 

0.32 

none 

0.0 

18.68 

0.50 

920 

923 

Allegheny  Intl 

-79.8 

36V4-  4'/2 

5% 

-25.18 

def 

0.05 

none 

0.0 

8.70 

1.55 

NR 

NR 

Allegheny  Ludlum 

NA 

34    -15 W 

19  % 

NA 

NA 

0.52 

0.40 

2.1 

1.21 

0.06 

454 

261 

Allegheny  Power 

61.1 

53V4-21 

38% 

4.12 

9.3 

1.05 

2.92 

7.6 

26.94 

0.70 

262 

185 

Allegis 

115.8 

1057/8-277/8 

71% 

1.94 

37.0 

0.47 

1.00 

1.4 

45.69 

0.64 

812 

675 

Allen  Group 

-22.3 

27'/4-  7'/2 

7% 

-2.37 

def 

0.15 

0.56 

7.2 

14.21 

1.83 

911 

892 

Allied  Bancshares 

-72.8 

27'/2-  4 

5% 

-5.70 

def 

0.25 

none 

0.0 

14.78 

2.88 

527 

719 

Allied-Signal 

48.3' 

54'/2-18'/2 

32 

3.39 

9.4 

0.49 

1.80 

5.6 

21.05 

0.66 

926 

949 

Allis-Chalmers 

-84.6 

19%-  1% 

1% 

-1.87 

def 

0.03 

none 

0.0 

-1.04 

NE 

321 

397 

Alltel 

98.5 

34%- 13% 

28% 

1.92 

14.7 

1.28 

1.52 

5.4 

15.53 

0.55 

556 

730 

Alcoa 

43.2 

64%-29% 

44% 

2.95 

15.0 

0.75 

1.20 

2.7 

41.99 

0.95 

218 

704 

AM  International 

131.6 

93/»-  l7/s 

5% 

-0.09 

def 

0.24 

none 

0.0 

4.22 

0.77 

807 

944 

AM  AX 

-21.2 

32%-10% 

17% 

2.17 

7.9 

0.56 

none 

0.0 

10.76 

0.63 

325 

702 

Amdahl 

97.5 

SO'/s-  9'/2 

29% 

2.37 

12.4 

1.12 

0.20 

0.7 

10.38 

0.35 

744 

819 

Amerada  Hess 

-5.0 

41%-16% 

23% 

2.88 

8.2 

0.45 

0.60 

2.5 

24.29 

1.02 

797 

518 

American  Bankers 

-19.1 

17'/4-    71/2 

7% 

-2.51 

def 

0.15 

0.50 

6.6 

12.39 

1.62 

344 

453 

American  Brands 

87.5 

60    -21% 

43 

2.10 

20.5 

0.82 

2.20 

5.1 

22.95 

0.53 

804 

NR 

American  Building 

-20.5 

30%- 16% 

16% 

1.05 

15.7 

0.12 

0.90 

5.5 

18.09 

1.10 

38 

13 

American  Continental 

312.7 

13    -  3% 

6% 

1.04 

6.6 

0.17 

none 

0.0 

4.87 

0.71 

261 

328 

American  Cyanamid 

115.8 

57    -16'/2 

37% 

3.48 

10.8 

0.84 

1.05 

2.8 

18.70 

0.50 

538 

632 

American  Electric 

46.5 

3 1 5/8-l  5 '/s 

26 

2.92 

8.9 

1.03 

2.26 

8.7 

20.71 

0.80 

503 

365 

American  Express 

53.3 

405/8-12'/2 

24% 

2.30 

10.7 

0.60 

0.76 

3.1 

12.60 

0.51 

24 

20 

American  Family 

350.0 

I8V4-     2'/4 

13 

1.42 

9.2 

0.59 

0.24 

1.8 

5.55 

0.43 

413 

348 

American  General 

70.0 

4644-17% 

31% 

4.64 

6.8 

0.62 

1.25 

4.0 

33.06 

1.05 

773 

224 

American  Greetings 

-13.9 

42    -15% 

16% 

1.75 

9.3 

0.45 

0.66 

4.1 

16.32 

1.00 

866 

914 

American  Hoist 

^t0.8 

173/8_  4% 

6% 

-8.18 

def 

0.15 

none 

0.0 

6.17 

0.90 

466 

520 

American  Home  Prod 

58.1 

96%-41% 

70% 

5.60 

12.6 

2.07 

3.34 

4.7 

16.01 

0.23 

303 

494 

American  Intl  Group 

104.1 

83%-25% 

64% 

6.46 

10.0 

1.00 

0.25 

0.4 

28.91 

0.45 

668 

484 

American  Maize 

15.2 

265/s-10 

12% 

2.31 

5.4 

0.14 

0.52 

4.2 

22.59 

1.82 

897 

862 

American  Medical 

-55.8 

37'/4-105/8 

12% 

1.26 

9.6 

0.39 

0.72 

5.9 

10.21 

0.84 

434 

247 

American  Natl  Ins 

65.6 

50%-14 

25% 

6.91 

3.7 

0.83 

1.32 

5.2 

48.58 

1.92 

723 

858 

American  Petrofina 

0.4 

75    -38% 

59% 

5.72 

10.4 

0.34 

none 

0.0 

49.61 

0.84 

537 

731 

American  President 

47.4t 

51    -11% 

28% 

3.24 

8.8 

0.34 

0.50 

1.8 

26.48 

0.93 

655 

712 

American  Standard 

18.8 

55    -22% 

35% 

3.68 

9.7 

0.34 

1.80 

5.1 

25.27 

0.71 

180 

60 

American  Stores 

144.6 

86%- 18% 

53 

4.01 

13.2 

0.11 

0.84 

1.6 

29.31 

0.55 

448 

713 

American  Tel  &  Tel 

62.2t 

357/8-147/s 

29 

0.31 

NM 

0.93 

1.20 

4.1 

12.66 

0.44 

NR 

NR 

AmeriFirst  Federal 

NA 

20-8 

12% 

NA 

NA 

0.33 

none 

0.0 

16.54 

1.32 

319 

562 

Ameritech 

98.8t 

1011/2-41% 

85% 

9.05 

9.4 

1.29 

5.00 

5.8 

53.23 

0.62 

309 

327 

AmeriTrust 

102.8 

27>/4-  8'/s 

18% 

0.69 

26.3 

0.83 

1.00 

5.5 

19.86 

1.10 

317 

33 

Ames  Dept  Stores 

99.3 

34%-  5% 

11% 

0.64 

17.4 

0.21 

0.10 

0.9 

10.51 

0.94 

531 

672 

Ametek 

47.8 

19%-  8'/4 

12% 

0.92 

13.7 

0.92 

0.60 

4.8 

5.28 

0.42 

646 

838 

Amfac 

21.2 

40%- 18% 

31% 

-2.04 

def 

0.25 

none 

0.0 

22.45 

0.71 

415 

740 

Amoco 

69.8* 

90!/4-38i/4 

67% 

4.49 

15.0 

0.89 

3.30 

4.9 

44.29 

0.66 

648 

NR 

Amoskeag 

19.9 

91    -15 

18% 

2.48 

7.6 

0.02 

0.60 

3.2 

42.64 

2.26 

339 

488 

AMP 

89.4 

7 1'/!-20% 

43 

2.09 

20.6 

2.12 

0.90 

2.1 

10.50 

0.24 

700 

819 

Ampco-Pittsburgh 

5.3 

24    -11% 

12% 

-3.75 

def 

0.35 

0.30 

2.4 

15.14 

1.21 

606 

80 

AMR 

30.3 

65'/2-18'/2 

32% 

3.36 

9.6 

0.28 

none 

0.0 

42.30 

1.31 

203 

NR 

AmSouth  Bancorp 

134.8 

38  Vi- 10  % 

24% 

3.22 

7.5 

0.92 

1.16 

4.8 

19.71 

0.82 

NR 

NR 

Anchor  Glass 

NA 

30%- 10% 

16% 

1.52 

10.8 

0.35 

0.08 

0.5 

4.38 

0.27 

NR 

NR 

Anchor  Savings  Bank 

NA 

13    -  41/2 

5% 

NA 

NA 

0.15 

none 

0.0 

19.80 

3.44 

99 

163 

Anheuser-Busch  Cos 

201.2 

40%-  9 

32% 

1.98 

16.4 

1.07 

0.60 

1.9 

8.74 

0.27 

note:  Except  as  indicated,  price  changes  are  from  IX 

c.  31, 1982  u 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


Latest 

Bool 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recer 

87 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

prici 

396 

456 

AON 

74.7 

32%-  13 

24  Vi 

$3.31 

7.3 

0.71 

$1.20 

5.0% 

$17.09 

0.71 

186 

662 

Apple  Computer 

142.7 

59%-     7% 

36  Vi 

1.65 

22.0 

1.71 

0.32 

0.9 

5.54 

0.15 

402 

538 

Archer-Daniels 

72.6 

27%-     8% 

19% 

1.64 

11.8 

0.56 

0.10 

0.5 

13.71 

0.71 

59 

26 

Arden  Group 

254.8 

63    -     4% 

27  Vi 

2.98 

9.2 

0.16 

1.20 

4.4 

15.70 

0.5-/ 

NR 

NR 

Aristech  Chemical 

NA 

39    -  16% 

21Vi 

2.31 

9.1 

0.64 

0.72 

3.4 

11.97 

0.5; 

233 

59 

Arkansas  Best 

125.3 

30%-     3% 

10 

0.69 

14.5 

0.14 

0.36 

3.6 

10.93 

LOS 

758 

794 

Arkla 

-9.3 

29%-  15% 

15% 

'1.24 

12.8 

0.75 

1.08 

6.8 

10.65 

0.67 

873 

950 

Armco 

-43.5 

23%-     4'/s 

9% 

1.51 

6.1 

0.28 

none 

0.0 

6.57 

0.71 

221 

173 

Armstrong  World  Inds 

130.3 

47%-  10% 

28  Vi 

3.00 

9.5 

0.60 

0.90 

3.2 

16.86 

0.5S 

680 

583 

Armtek 

11.5 

29  Vi-  11% 

17 

2.08 

8.2 

0.14 

0.48 

2.8 

18.74 

1.1C 

906 

927 

Arrow  Electronics 

-67.5 

34    -     3Vi 

6% 

-0.75 

def    ' 

0.07 

none 

0.0 

9.46 

1.51 

378 

148 

Arvin  Industries 

78.9 

39%-     7% 

17 

2.60 

6.5 

0.23 

0.68 

4.0 

15.93 

0.94 

808 

903 

Asarco 

-21.4 

44  Vi-   10 

22% 

3.89 

5.9 

0.75 

none 

0.0 

20.42 

0.85 

369 

603 

Ashland  Oil 

80.2 

71%-  20% 

52  Vi 

4.27 

12.2 

0.25 

1.80 

3.4 

29.84 

0.57 

785 

NR 

Guy  F  Atkinson 

-17.9tt 

20  Vi-  12% 

13% 

1.06 

12.4 

0.12 

0.64 

4.9 

21.41 

1.63 

123 

250 

Atlanta  Gas  Light 

180.0 

26%-     7% 

21% 

2.04 

10.7 

0.41 

1.76 

8.0 

16.74 

0.77 

484 

446 

Atlantic  Energy 

56.0 

46%-  19% 

32% 

3.42 

9.5 

0.93 

2.68 

8.3 

25.67 

0.7$ 

832 

NR 

Atlantic  Financial 

-27.lt 

19V8-     6% 

6% 

0.52 

12.3 

0.04 

0.28 

4.4 

27.95 

4.38 

403 

747 

Atlantic  Richiield 

72.3 

99'/«-  36% 

72% 

5.17 

14.0 

0.84 

4.00 

5.5 

28.79 

0.4C 

228 

324 

Automatic  Data 

126.4 

54'/2-  14% 

41% 

1.84 

22.8 

2.25 

0.44 

1.1 

11.29 

0.2? 

312 

298 

Avery  International 

101.4 

29  %-     8% 

18% 

1.67 

10.9 

0.57 

0.42 

2.3 

8.79 

0.4( 

822 

769 

Avnet 

-23.7 

50    -  18'/2 

22% 

0.81 

28.2 

0.50 

0.50 

2.2 

18.42 

0.8  J 

761 

827 

Avon  Products 

-9.8 

38%-  17% 

24  Vi 

2.23 

10.8 

0.53 

2.00 

8.3 

9.76 

0.4C 

541 

367 

Baiinco 

46.1" 

42  Vi-   15'/: 

23  Vi 

2.64 

8.8 

0.39 

0.80 

3.4 

18.25 

0.7? 

NR 

NR 

Baker  Hughes 

NA 

27%-   11% 

14 

-2.22 

def 

0.85 

0.46 

3.3 

9.53 

0.6f 

195 

110 

Ball  Corp 

137.5 

48 '/2-   11 to 

34 

2.75 

12.4 

0.74 

0.96 

2.8 

15.85 

0.47 

862 

882 

Bally  Manufacturing 

-39.0 

28%-   10'/2 

14Vi 

1.62 

8.8 

0.25 

0.20 

1.4 

15.88 

1.11 

251 

257 

Baltimore  G&E 

119.1 

39%-   13% 

31Vi 

3.46 

9.1 

1.35 

1.90 

6.0 

20.73 

0.66 

474 

301 

Banc  One 

57.3 

33%-   12  to 

22% 

1.98 

11.2 

1.13 

0.92 

4.1 

13.81 

0.62 

327 

344 

Bank  of  Boston 

96.7 

38    -     9% 

22  Vi 

1.83 

12.1 

0.35 

1.00 

4.5 

24.47 

l.lj 

NR 

245 

Bank  of  New  England 

NA 

39%-  21% 

24% 

2.73 

8.8 

0.67 

1.24 

5.1 

22.45 

0.9.- 

387 

343 

Bank  of  New  York 

77.2 

46%-   15Vi 

0.98 

30.0 

0.48 

1.80 

6.1 

31.76 

1.0* 

901 

880 

Bank  Aim-rid 

-57.8 

25  Vi-     5'/4 

8V2 

-6.53 

def 

0.13 

none 

0.0 

20.78 

2.4S 

433 

402 

Bankers  Trust  NY 

65.7 

55%-   17% 

30% 

-2.60 

def 

0.45 

1.66 

5.4 

38.78 

1.2« 

248 

NR 

CR  Bard 

119.8 

50'/.-     9Vi 

33  Vi 

2.03 

16.4 

1.56 

0.48 

1.4 

9.11 

0.27 

363 

617 

Barnes  Group 

81.0 

40%-   17% 

31 

2.53 

12.3 

0.44 

1.20 

3.9 

19.27 

0.63 

149 

191 

Barnett  Banks 

162.5 

41'.-    10'/2 

31  to 

3.14 

10.0 

0.79 

0.92 

2.9 

19.06 

0.61 

482 

714 

Bausch  &  Lomb 

56.3 

49  -   17V4, 

35% 

2.70 

13.2 

1.32 

0.86 

2.4 

16.31 

0.4( 

737 

800 

Baxter  International 

-3.9 

31%-     HVi 

23  % 

1.00 

23.3 

0.84 

0.44 

1.9 

12.20 

0.5/ 

236 

264 

BayBanks 

125.0 

52    -   13% 

33% 

4.52 

7.5 

0.68 

1.44 

4.3 

28.30 

0.84 

NR 

NR 

Bear  Stearns  Cos 

NA 

25%-     8 

ioy4 

1.72 

6.2 

0.45 

0.48 

4.5 

9.27 

0.8ti 

750 

828 

Bearings 

-8.0 

45% 

33% 

1.86 

17.8 

0.25 

1.00 

3.0 

33.85 

l.O; 

205 

540 

Becton  Dickinson 

134.1 

69 

49% 

342 

14.5 

1.25 

0.86 

1.7 

19.62 

0.35 

44 

137 

Bell  &  Howell 

301.7 

75% 

60% 

2.24 

26.9 

0.70 

0.62 

1.0 

25.88 

0.4c 

282 

537 

Bell  Atlantic 

11(1.4* 

32  Vi 

6.17 

11.1 

1.33 

3.84 

5.6 

41.82 

0.61 

314 

553 

BellSouth 

lOl.Ot 

46    -   18% 

37% 

3.74 

10.1 

1.51 

2.20 

5.8 

23.15 

0.6; 

49 

99 

Biniis 

288.1 

42 

220 

14.8 

0.45 

0.72 

2.2 

15.47 

0.4} 

478 

172 

Beneficial  Corp 

56.7 

19% 

-1.45 

def 

0.75 

2.00 

5.2 

26.00 

0.6!- 

NR 

NR 

Benj  franklin  S&L 

NA 

4Vi 

4     . 

NA 

NA 

0.07 

none 

0.0 

19.21 

4.0^ 

863 

738 

Bergen  Brunswig 

-39.1 

14 

15'/4 

1.19 

12.8 

0.06 

0.32 

2.1 

13.33 

0.87 

54 

76 

Berkshire  Hathaway 

267.7 

4270    -755 

2850 

178.48 

16.0 

1.41 

none 

0.0 

2073.06 

0.7. 

896 

836 

Beit  Products 

-55.7 

6 

-0.64 

def 

0.10 

none 

0.0 

14.33 

1.9' 

853 

945 

Bethlehem  Steel 

-33.8 

1   - 

12*4 

2.20 

5.8 

0.15 

none 

0.0 

13.99 

1.11 

841 

42? 

Beverly  Enterprises 

-29.8 

7% 

-0.19 

def 

0.25 

0.20 

2.2 

10.01 

1.11 

256 

576 

Big  Bear 

117.7t 

30    -     6VS 

18! 

1.72 

10.8 

0.17 

none 

0.0 

10.02 

0.5< 

790 

764 

Bindley  Western  Inds 

-18.3t 

l7Vfc-     6V4 

7'/4 

0.79 

9.2 

0.05 

none 

0.0 

6.86 

0.95 

792 

Black  &  Decker 

-9.0 

13 

0.95 

17.4 

0.50 

0.40 

2.4 

10.61 

0.6< 

184 

UK 

H&R  Block 

143.2 

8% 

25% 

1.44 

17.7 

1.87 

0.88 

3.5 

6.82 

0.2; 

637 

<><) 

Blount 

23.1 

21    -     8Vi 

12 

0.55 

21.8 

0.12 

0.40 

3.3 

11.78 

0.91 

328 

353 

Boatmen's  Bancshares 

95.9 

16% 

33' 

4.12 

8.1 

0.77 

1.84 

5.5 

31.14 

0.9^ 

441 

Boeing 

63.8 

64%-  21% 

37 

3.41 

10.9 

0.36 

1.40 

3.8 

31.12 

0.8' 

449 

635 

Boise  Cascade 

62.2 

32V5 

5.21 

12  1 

0.48 

1.90 

3.0 

51.52 

0.81 

128 

81 

Borden 

178.0 

1  5  '/K 

44'  - 

3.45 

12.8 

0.64 

1.28 

2.9 

19.53 

0.4^ 

584 

14 

Bomua'a 

36.7 

25%-     4% 

12  - 

2.26 

5.4 

0.03 

0.22 

1.8 

13.81 

1.1- 
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.in  Ind 

hangesarc  from  iv 

i    )1   19820 

iNa   is.  1987 

NRNoi  r 

inked  due  to  mergei  spi 

mil   ik-u  1- 

sue  i  >r  conversion  to  9 

Kk  company 

Range 

foi  period 

hchani 

mi  reflea  th 

t-  value  ol  shares  n 

n  .1  spinoff 

■ti-'oui  yeai 

price  i  h.in 

gc     ttThree-year  pric 

e  change.    fDoesn 

Include  sta 

k  <U\ ii                  i  in  anoihi  i 

is  pan  nl  ili 

■  dividend     n\ 

\oi  avail 

ible     ME  Negative  equity     NM  \ 

<>t  meaningful,    del  i> 

eficil 

Sources  Forbbs 

Willuim  OXcil&t 

FORBES, 

JANUARY 

11,  19 

li^iHHBHai^H 

Latest 

Book 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value/ 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

7 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 
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12 

437 

Boston  Edison 

51.9 

28    -   12% 

19% 

S2.56 

7.7 

0.63 

$1.82 

9.2% 

$19.25 

0.97 

19 

NR 

Bowater 

35.4tt 

44>/2-  147s 

27% 

1.79 

15.5 

0.89 

0.80 

2.9 

15.29 

0.55 

R 

NR 

Boys  Markets 

NA 

19    -     9% 

10% 

1.09 

9.9 

0.21 

none 

0.0 

1.48 

0.14 

>9 

700 

Briggs  &  Stratton 

-26.0 

42    -  23% 

26% 

1.64 

16.2 

0.49 

1.60 

6.0 

20.48 

0.77 

'7 

293 

Bristol-Myers 

146.1 

55%-  15% 

41% 

2.40 

17.2 

2.26 

1.68 

4.1 

9.90 

0.24 

57 

325 

Brockway  Inc  INY) 

315.9 

60    -     9% 

47% 

3.04 

15.5 

0.55 

0.96 

2.0 

19.73 

0.42 

28 

511 

Brooklyn  Union  Gas 

48.1 

287/g-  13% 

22 '/s 

2.43 

9.1 

0.54 

1.66 

7.5 

17.24 

0.78 

n 

684 

Brown-Forman 

32.2 

55%-  15% 

31% 

2.80 

11.3 

0.93 

1.12 

3.5 

18.01 

0.57 

38 

423 

Brown  Group 

8.9 

44'/4-  22% 

30% 

2.42 

12.6 

0.36 

1.50 

4.9 

19.63 

0.64 

21 

142 

Browning-Ferris  Inds 

182.5 

35%-     6V8 

25% 

1.15 

21.9 

2.22 

0.48 

1.9 

5.11 

0.20 

15 

37 

Bruno's 

190.7 

12%-     3% 

10% 

0.43 

23.6 

0.67 

0.10 

1.0 

2.55 

0.25 

13 

36 

Brunswick 

412.0 

30%-     27/8 

16 

1.82 

8.8 

0.51 

0.30 

1.9 

7.81 

0.49 

60 

435 

Burlington  Northern 

116.0 

84%-  25'/2 

57% 

4.57 

12.6 

0.65 

2.20 

3.8 

47.90 

0.83 

11 

547 

Business  Men's  Assur 

133.0 

48'/4-  14'/4 

33% 

6.41 

5.2 

0.77 

1.10 

3.3 

26.18 

0.78 

10 

NR 

Businessland 

-29.8t 

19-3 

7% 

0.45 

16.4 

0.27 

none 

0.0 

4.01 

0.54 

D3 

773 

Butler  Manufacturing 

4.3 

37%-  18% 

27% 

0.65 

42.5 

0.23 

1.32 

4.8 

26.46 

0.96 

07 

770 

Cabot 

52.7 

49%-  19 

31% 

1.42 

22.5 

0.62 

0.92 

2.9 

21.16 

0.66 

38 

519 

Caesars  World 

124.1 

35%-     7Vs 

16% 

1.30 

12.5 

0.63 

none 

0.0 

11.87 

0.73 

72 

711 

CalFed 

14.lt 

42    -  11% 

24 '/4 

6.71 

3.6 

0.25 

1.20 

4.9 

47.46 

1.96 

83 

434 

California  First  Bk 

110.0 

40'/4-  15% 

31% 

3.03 

10.5 

0.67 

1.08 

3.4 

26.11 

0.82 

76 

NR 

CalMat 

147.9tt 

37%-     8% 

26% 

2.45 

10.8 

1.21 

0.40 

1.5 

12.24 

0.46 

64 

947 

Cameron  Iron  Works 

-40.5 

25%-     8% 

12% 

-4.05 

def 

0.83 

0.04 

0.3 

9.91 

0.79 

04 

132 

Campbell  Soup 

134.6 

70%-  20% 

56% 

3.81 

14.9 

0.82 

1.44 

2.5 

26.71 

0.47 

48 

160 

Capital  Cities/ABC 

163.7 

450    —1111/2 

315% 

14.48 

21.8 

1.21 

0.20 

0.1 

120.84 

0.38 

62 

284 

Capital  Holding 

58.9 

38%-  15'/s 

28 

4.64 

6.0 

0.44 

0.88 

3.1 

24.16 

0.86 

88 

NR 

Cardinal  Distribution 

-18.2t 

23-9 

10% 

1.07 

10.0 

0.08 

0.08 

0.7 

9.52 

0.89 

14 

812 

Carlisle  Cos 

-22.9 

40%-  22% 

24% 

2.24 

11.1 

0.40 

1.12 

4.5 

21.73 

0.87 

23 

65 

Carolina  Freight 

49.8 

42  Vi-  12% 

19% 

1.77 

11.2 

0.22 

0.50 

2.5 

18.30 

0.93 

75 

557 

Carolina  Power  &  Lt 

57.0 

427/e-  19% 

33% 

3.92 

8.6 

1.32 

2.76 

8.2 

28.74 

0.85 

55 

884 

Carpenter  Technology 

-9.0 

58'/4-  28'/2 

36'/2 

0.60 

60.8 

0.69 

2.10 

5.8 

33.00 

0.90 

63 

111 

Carson  Pirie  Scott 

246.1 

55%-     9% 

40% 

-2.45 

def 

0.42 

none 

0.0 

22.15 

0.54 

<ik 

NR 

Carter  Hawley  Hale 

NA 

19    -     6% 

8% 

-7.19 

def 

0.06 

none 

0.0 

NA 

NA 

84 

601 

Carteret  Bancorp 

77.7t 

20%-     4% 

13% 

2.52 

5.3 

0.28 

0.30 

2.2 

19.05 

1.42 

«JR 

554 

Castle  &  Cooke 

NA 

26%-  10% 

16'/! 

0.41 

40.2 

0.48 

none 

0.0 

9.78 

0.59 

•64 

889 

Caterpillar 

41.8 

74%-  28% 

56% 

0.32 

NM 

0.73 

0.50 

0.9 

31.86 

0.56 

78 

907 

CBI  Industries 

-46.3 

427/s-  18 

20% 

0.60 

34.6 

0.37 

0.60 

2.9 

23.99 

1.16 

10 

300 

CBS 

194.6 

226'/4-  54% 

176 

17.30 

10.2 

0.91 

3.00 

1.7 

40.76 

0.23 

35 

628 

Centel 

47.5 

50%-  20% 

36% 

2.55 

14.4 

1.10 

1.72 

4.7 

21.97 

0.60 

VR 

NR 

Centerior  Energy 

NA 

27V4-  14% 

17% 

3.10 

5.6 

1.17 

2.56 

14.7 

22.13 

1.27 

.32 

679 

Centerre  Bancorp 

65.8 

51%-  18% 

31% 

2.29 

13.8 

0.50 

1.80 

5.7 

43.47 

1.38 

77 

NR 

Centex 

-15.8tt 

40%-  15% 

19'/. 

1.70 

11.3 

0.24 

0.25 

1.3 

20.45 

1.06 

192 

420 

Central  &  South  West 

76.3 

40%-  15% 

30% 

3.94 

7.8 

1.20 

2.28 

7.4 

24.89 

0.81 

'65 

645 

Central  Hudson  G&E 

-11.3 

39%-  16% 

21% 

3.90 

5.5 

0.73 

2.96 

13.7 

31.18 

1.44 

i87 

366 

Central  III  Pub  Svc 

35.5 

30%-  13% 

21 

1.89 

11.1 

1.19 

1.72 

8.2 

16.60 

0.79 

'67 

699 

Central  Maine  Power 

-12.5 

20%-     7% 

14% 

1.32 

11.3 

0.60 

1.40 

9.4 

14.74 

0.99 

171 

639 

Central  Steel  &  Wire 

113.0 

490    -230 

490 

41.97 

11.7 

0.28 

30.00 

6.1 

471.19 

0.96 

MR 

NR 

CenTrust  Savings  Bank 

NA 

13%-     4 

8% 

-0.50 

def 

0.10 

1.00 

12.3 

24.06 

2.96 

i62 

381 

CertainTeed 

41.9 

45%-  15% 

26% 

3.14 

8.4 

0.44 

1.00 

3.8 

26.30 

1.00 

>25 

669 

Champion  Intl 

25.3 

44%-  16% 

29% 

3.86 

7.7 

0.62 

0.80 

2.7 

27.52 

0.93 

'47 

720 

Champion  Spark  Plug 

-7.0 

16%-     7% 

9% 

0.54 

18.3 

0.39 

0.20 

2.0 

9.16 

0.93 

82 

NR 

Charming  Shoppes 

218.0 

36%-     3% 

13'/4 

0.96 

13.8 

1.13 

0.12 

0.9 

3.07 

0.23 

H)9 

926 

Charter 

-71.5 

14%-      1 

3% 

0.97 

3.2 

0.15 

none 

0.0 

0.81 

0.26 

160 

232 

Charter  Medical 

73.6 

39    -  11% 

25% 

1.69 

15.2 

0.98 

0.24 

0.9 

7.26 

0.28 

i83 

742 

Chase  Manhattan 

9.7 

49  %-  17% 

26% 

-11.50 

def 

0.22 

2.16 

8.0 

52.95 

1.97 

'19 

616 

Chemical  New  York 

1.4 

56'/4-  23% 

27% 

-18.96 

def 

0.24 

2.72 

9.9 

55.89 

2.04 

♦19 

NR 

Chesapeake 

69.1 

26%-     8% 

15% 

1.10 

14.1 

0.48 

0.48 

3.1 

10.62 

0.69 

524 

804 

Chevron 

25.4 

64%-  28 

40 '/s 

2.05 

19.6 

0.56 

2.40 

6.0 

45.29 

1.13 

103 

NR 

Chicago  Pacific 

198.8 

59    -  21% 

29% 

3.31 

8.9 

0.22 

0.20 

0.7 

34.28 

1.17 

NR 

NR 

Child  World 

NA 

20%-     9% 

10 

0.85 

11.8 

0.17 

none 

0.0 

15.81 

1.58 

HI 

8 

Chrysler 

193.2 

48    -    614 

23% 

5.86 

3.9 

0.20 

1.00 

4.3 

24.67 

1.07 

133 

294 

Chubb 

174.9 

78%-  20 

60% 

8.26 

7.3 

0.67 

1.88 

3.1 

40.54 

0.67 

885 

741 

Church's  Fried 

-49.3 

20%-     5 

6 

0.25 

24.0 

0.54 

0.46 

7.7 

7.22 

1.20 

562 

776 

Cigna 

16.4 

77  %-  27 

51% 

9.46 

5.4 

0.24 

2.80 

5.4 

59.24 

1.15 

429 

286 

CILCorp 

66.7 

43%-  17% 

31% 

3.47 

9.0 

0.90 

2.34 

7.5 

23.59 

0.75 
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120 

NR 

Cincinnati  Bell 

184.0 

26%-  8'/s 

23'/. 

$2.32 

10.0 

1.41 

$0.96 

4.1% 

$12.86 

0.5. 

270 

146 

Cincinnati  Financial 

113.5 

76'/s-193/4 

45% 

5.60 

8.2 

0.79 

1.52 

3.3 

37.13 

0.8 

593 

637 

Cincinnati  G&E 

34.2 

31'/8-    87/8 

25 

4.02 

6.2 

0.81 

2.20 

8.8 

20.11 

0.8 

858 

845 

Cincinnati  Milacron 

-37.4 

39    -145/8 

15% 

0.49 

32.4 

0.45 

0.72 

4.5 

12.00 

0.7 

307 

120 

Circle  K 

103.5 

185/8-   4'/4 

9% 

0.86 

11.3 

0.20 

0.28 

2.9 

6.40 

0.6 

1 

2 

Circuit  City  Stores 

1048.9 

41 5/8-    1% 

20% 

1.89 

11.0 

0.40 

0.08 

0.4 

6.73 

0.3 

657 

560 

Citicorp 

18.5 

34'/8-133/4 

19V4 

-5.63 

def 

0.20 

1.35 

7.0 

27.96 

1.4 

254 

320 

Citizens  &  Southern 

118.8 

30'/t-  97/s 

231/. 

2.41 

9.6 

0.77 

1.12 

4.8 

16.27 

0.7' 

895 

54 

CityFed  Financial 

-54.9 

18'/e-  4 

4 

-0.59 

def 

0.06 

0.04 

1.0 

14.50 

3.6 

?S6 

873 

Clark  Equipment 

-18.0 

39'/8-15% 

215/8 

-1.82 

def 

0.38 

none 

0.0 

20.91 

0.9 

266 

116 

Clorox 

114.1 

36    -10'/4 

26 1/2 

1.60 

16.6 

1.23 

0.88 

3.3 

11.51 

0.4 

843 

830 

CMS  Energy 

-29.9 

21%-  4  !/s 

13% 

1.53 

9.0 

0.42 

none 

0.0 

22.31 

1.6: 

78 

208 

CNA  Financial 

221.6 

75    -17 

55% 

5.25 

10.6 

0.50 

none 

0.0 

40.37 

0.7 

665 

818 

CNW 

15.5 

53%- 16 '/4 

25 '/s 

2.33 

10.8 

0.43 

none 

0.0 

21.42 

0.8; 

850 

354 

Coachmen  Industries 

-32.9 

39s/8-  7!/2 

8 1/8 

0.17 

47.8 

0.18 

0.40 

4.9 

10.41 

1.2 

NR 

NR 

Coast  S&L  Assoc 

NA 

20%-llVi 

15'/4 

4.12 

3.7 

0.20 

0.40 

2.6 

30.45 

2.0 

- 

73 

691 

Coastal  Corp 

234.2 

40%-  7% 

26'/^ 

3.45 

7.7 

0.17 

0.40 

1.5 

14.58 

0.5. 

231 

243 

Coca-Cola 

125.8 

53'/8-14% 

39Ve 

2.73 

14.3 

1.64 

1.12 

2.9 

9.13 

0.1 

NR 

NR 

Coca-Cola  Enterprises 

NA 

21>/4-10'/i 

135/8 

0.47 

29.0 

0.57 

0.05 

0.4 

10.34 

0.7' 

907 

346 

Coleco  Industries 

-68.7 

65    -  41/4 

5% 

-6.86 

def 

0.19 

none 

0.0 

-0.45 

Nj 

716 

NR 

Coleman 

1.7 

46%-25'/. 

30 

2.57 

11.7 

0.37 

1.20 

4.0 

24.66 

0.8 

304 

424 

Colgate-Palmolive 

103.8 

52%- 19 

40 

0.65 

61.5 

0.51 

1.48 

3.7 

13.81 

0.3 

342 

67 

Collins  Foods  Intl 

88.7 

23 '/j-  5'/s 

11 V* 

1.05 

10.7 

0.50 

0.16 

1.4 

7.78 

0.6' 

> 

163 

265 

Colt  Industries 

157.2 

16%-  3!/s 

9 'A 

1.89 

5.0 

0.18 

none 

0.0 

-36.91 

N 

595 

737 

Columbia  Gas  System 

33.8 

56>4-26% 

38% 

2.37 

16.3 

0.61 

3.18 

8.2 

34.06 

0.8 

58 

35 

Columbia  S&L  Assoc 

256.5 

175/8-    2'/8 

7 '/8 

4.62 

1.5 

0.10 

0.28 

3.9 

22.69 

3.1 

793 

843 

Combustion  Eng 

-18.6 

45%-23% 

26% 

1.37 

19.5 

0.35 

1.00 

3.7 

20.65 

0.7 

487 

251 

Comdisco 

55.5 

36  i/h-  5% 

17% 

2.26 

7.9 

0.63 

0.20 

1.1 

8.66 

0.4? 

189 

408 

Comerica 

141.8 

725/8-22% 

57 

5.75 

9.9 

0.65 

2.40 

4.2 

47.20 

0.8. 

364 

359 

Commerce  Bcshs 

80.8 

42'/4-15!/! 

28 '/. 

3.77 

7.5 

0.64 

1.12 

4.0 

33.33 

1.1. 

366 

NR 

Commerce  Clearing 

80.6 

71     -24% 

56 

2.90 

19.3 

1.84 

1.28 

2.3 

8.89 

0.1 

NR 

NR 

Commercial  Credit 

NA 

345/8-17 

20% 

0.36 

58.0 

1.10 

0.24 

1.1 

18.38 

0.8 

376 

514 

Commercial  Metals 

79.2 

22%-  8% 

16'/8 

1.14 

14.1 

0.17 

0.32 

2.0 

16.48 

1.0: 

667 

650 

Commonwealth  Edison 

15.4 

38    -20 

29  Vs 

4.91 

5.9 

1.05 

3.00 

10.3 

31.64 

1.0J 

463 

319 

Commonwealth  Energy 

58.3 

45%- 16 1/4 

28W 

3.29 

8.7 

0.42 

2.80 

9.8 

29.48 

10. 

32 

744 

Compaq  Computer 

325.0t 

78 1/2-  3  % 

53  Vs 

2.89 

18.4 

1.84 

none 

0.0 

6.78 

0.1. 

169 

278 

Computer  Sciences 

151.0 

73    -11 

48 

2.37 

20.3 

0.67 

none 

0.0 

18.51 

0.3 

912 

925 

Computervision 

-73.7 

52%-  7Vt 

8'/8 

0.51 

15.9 

0.43 

none 

0.0 

6.33 

0.7t 

147 

79 

ConAgra 

163.9 

38    -  8% 

24% 

1.79 

13.8 

0.21 

0.67 

2.7 

9.24 

0.3." 

273 

267 

Consolidated  Edison 

112.8 

52%- 19 

43% 

4.81 

9.1 

0.99 

2.96 

6.8 

33.81 

0.7 

436 

430 

Consol  Freightways 

65.0 

41 1/4- 13% 

27  W 

1.98 

13.9 

0.48 

0.90 

3.3 

17.22 

0.6. 

84 

369 

Consol  Natural  Gas 

217.4 

465/8-11% 

37'/i 

1.96 

19.1 

1.36 

1.50 

4.0 

19.14 

0.5 

72 

131 

Consolidated  Papers 

234.4 

73V4-15W 

53  '/i 

3.77 

14.2 

1.64 

1.60 

3.0 

25.10 

0.4 

NR 

NR 

Consolidated  Rail 

NA 

4O%-20 

25  % 

4.00 

6.3 

0.55 

1.00 

4.0 

-0.45 

Nl 

821 

418 

Constar  Intl 

-23.6 

30%-ll% 

14% 

1.14 

12.6 

0.19 

0.64 

4.5 

12.30 

0.8* 

422 

619 

Contel 

67.4 

395/8-16% 

28% 

2.64 

10.9 

0.76 

2.00 

6.9 

19.57 

0.6: 

5-M 

651 

Continental  Corp 

39.7 

55    -23 'A 

41% 

5.85 

7.1 

0.43 

2.60 

6.3 

41.57 

l.CH 

886 

NR 

Continental  Illinois 

-49.9tt 

101/4-  2% 

2% 

-3.68 

def 

0.12 

0.08 

2.8 

7.62 

2.6 

860 

883 

(  iiiiirul  Data 

-38.0 

63  '/4- 15 1/8 

23 

-5.35 

def 

0.28 

none 

0.0 

23.77 

1.0. 

423 

876 

Cooper  Industries 

67.3 

74'/i-26 

47% 

3.33 

14.4 

0.69 

1.68 

3.5 

29.25 

0.6 

543 

143 

Cooper  Tire  &  Rubber 

45.6 

39%- 12% 

26% 

2.83 

9.5 

0.43 

0.52 

1.9 

19.24 

0.7 

550 

447 

Adolph  Coors 

44.9 

31%-ll'/8 

17% 

1.33 

13.3 

0.49 

1.00 

5.6 

27.41 

1.5. 

890 

942 

Copperweld 

-51.5 

16%-  4% 

7% 

0.17 

46.4 

0.32 

none 

0.0 

12.87 

1.61 

208 

105 

(  ortSuit's  Financial 

133.4 

44i*-ll% 

30'/s 

3.77 

8.0 

0.84 

1.50 

5.0 

23.19 

0.7 

553 

527 

Corning  Glass  Works 

44.2 

811/1-29% 

47'/i 

3.46 

13.7 

1.11 

1.40 

2.9 

30.40 

0.6« 

NR 

NR 

Costco  Wholesale 

NA 

19'/2-  5% 

9 

0.14 

64.3 

0.16 

none 

0.0 

3.41 

0.3> 

335 

536 

CPC  International 

91.6 

58'/2-Hs  - 

39% 

4.18 

9.5 

0.65 

1.24 

3.1 

11.58 

0.2' 

285 

NR 

Craig 

109.0 

221/4-  4% 

1.80 

8.1 

0.03 

none 

0.0 

10.24 

0.7T 

296 

670 

Crane 

105.4 

35'/!-  8 '/i 

20% 

2.42 

8.6 

0.38 

0.90 

4.3 

8.63 

0.4: 

61 

NR 

Cray  Research 

253.4 

135%-17% 

68 '/4 

4.32 

15.8 

3.15 

none 

0.0 

14.59 

0.2. 

368 

238 

(  ri-stir  Financial 

80.3 

35%-ll'/8 

21% 

2.21 

9.8 

0.67 

1.04 

4.8 

18.84 

0.8 

NR 

NR 

CrossLand  Savings  FSB 

NA 

24%-  8% 

9 

2.38 

3.8 

0.13 

0.40 

4.4 

32.48 

3.6 

709 

837 

Crown  Central  Petroleum 

2.7 

30    -  9V8 

14W 

-6.00 

def 

0.O9 

none 

0.0 

24.19 

1.6 

76 

189 

Crown  Cork  &  Seal 

227.1 

139%-28% 

96  '/i 

8.40 

11.5 

0.57 

none 

0.0 

57.91 

0.61 

Nam 

IS  llkll 

cated,  pin  e  i  hanges  are  from  Di- 

C.31, 19HJH 

.\.i\   i«  1987 

NR  Not  r 

inked  due  i< 

merger,  spi 

in  itt  new  i~ 

sue  or  conversion  to.su 

Kk  company 

Range 

li  change     "Price  chang 

ioi  reflect  in 

1'  value  "i  shares 

received 

11  .i  spinoff 

tFour  yeat 

price  chan 

je      f1  lluee  ve.ir  pne 

l' change     |Does« 

Mmk  divid 

itds  given  In  inorhei  company 

is  pan  ni  ill 

■  dividend     NA  Not  avail; 

ihle     NE  Negative  equitj     nm  n 

>i  meaningful      def:  D 

efidt 

Sources  Fokhes. 
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Latest 

Book 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value/ 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

» 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price 

10 

701 

CSX 

54.0 

41%- 15% 

26 '/» 

$2.59 

10.1 

0.54 

$1.24 

4.7% 

$31.59 

1.20 

17 

77 

Culbro 

117.3 

58    -16% 

37% 

7.07 

5.3 

0.21 

0.80 

2.1 

27.20 

0.72 

7 

417 

Cullum  Cos 

79.1 

13    -  6'/s 

15 

1.14 

13.1 

0.23 

0.36 

2.4 

8.03 

0.54 

:2 

627 

Cummins  Engine 

0.5 

94%-43'/4 

49 

1.33 

36.8 

0.20 

2.20 

4.5 

63.75 

1.30 

16 

388 

Curtice-Burns  Foods 

109.0 

417/8-14 

31 

2.70 

11.5 

0.17 

1.04 

3.4 

19.87 

0.64 

R 

NR 

Cyprus  Minerals 

NA 

30    -11 

17'/2 

0.79 

22.2 

0.59 

none 

0.0 

32.01 

1.83 

>6 

625 

Dana 

54.3 

54'/4-201/2 

35% 

2.54 

14.1 

0.41 

1.44 

4.0 

21.40 

0.60 

14 

778 

Data  General 

9.4 

76    -19'/8 

21% 

^.07 

def 

0.47 

none 

0.0 

25.76 

1.18 

R 

NR 

Data  point 

NA 

9'/4-  3% 

53/8 

-5.03 

def 

0.17 

none 

0.0 

10.59 

1.97 

»9 

296 

Dayton-Hudson 

5.7 

63    -25 

29'/8 

3.18 

9.2 

0.28 

0.92 

3.2 

22.38 

0.77 

13 

55 

Dean  Foods 

132.5 

38 1/2- 12% 

245/s 

1.53 

16.1 

0.46 

0.54 

2.2 

8.83 

0.36 

12 

898 

Deere 

2.5 

43    -2V/i 

30% 

-4.00 

def 

0.56 

0.25 

0.8 

29.46 

0.97 

)3 

901 

DeKalb 

31.3 

30'/8-14% 

22 

1.41 

15.6 

0.71 

0.32 

1.5 

26.58 

1.28 

>0 

577 

Delchamps 

44".9t 

27%-  9% 

17% 

0.98 

18.1 

0.14 

0.28 

1.6 

10.24 

0.58 

>4 

339 

Delmarva  Power  &  Lt 

67.2 

25%-10% 

18% 

1.80 

10.1 

1.23 

1.41 

7.7 

12.85 

0.70 

)1 

565 

Delta  Air  Lines 

-20.3 

67'/s-27 

35% 

5.80 

6.1 

0.29 

1.20 

3.4 

39.84 

1.13 

>2 

126 

Deluxe  Check 

157.2 

42  V«-  8% 

25% 

1.64 

15.8 

2.38 

0.80 

3.1 

4.85 

0.19 

11 

549 

Dennison  Mfg 

56.3 

35'/i-15% 

24% 

2.31 

10.7 

0.53 

1.24 

5.0 

14.85 

0.60 

$5 

213 

DeSoto 

-3.6 

43%-23% 

23% 

2.70 

8.7 

0.24 

1.40 

6.0 

22.66 

0.97 

»7 

680 

Detroit  Edison 

6.7 

19H-11V4 

14 

3.25 

4.3 

0.71 

1.68 

12.0 

18.34 

1.31 

'0 

535 

Dexter 

57.7 

323/8-ll'/4 

181/8 

1.62 

11.2 

0.61 

0.60 

3.3 

10.40 

0.57 

36 

304 

Di  Giorgio 

55.8 

32%-  9% 

16% 

-0.76 

def 

0.12 

0.64 

3.8 

18.69 

1.12 

IR 

NR 

Diamond  Shamrock  R&M 

NA 

18V4-  8 

8% 

1.71 

5.1 

0.13 

0.40 

4.6 

10.29 

1.18 

72 

122 

Dibrell  Brothers 

112.9 

30    -  9'/2 

22 

-0.04 

def 

0.22 

0.96 

4.4 

16.73 

0.76 

51 

458 

Digital  Equipment 

161.3 

199VW2 

130 

9.19 

14.1 

1.68 

none 

0.0 

49.87 

0.38 

29 

9 

Dillard  Dept  Stores 

337.0 

571/2-  5% 

28% 

2.43 

11.8 

0.47 

0.16 

0.6 

17.31 

0.60 

JR 

NR 

Dime  Savings  Bank 

NA 

27    -13'/2 

15'/8 

NA 

NA 

0.33 

none 

0.0 

25.18 

1.66 

62 

235 

Walt  Disney 

247.8 

821/2-1 1% 

55 

3.23 

17.0 

2.51 

0.32 

0.6 

10.85 

0.20 

98 

364 

Diversified  Energies 

137.2 

29%-10M 

25  Vi 

1.62 

15.7 

0.62 

1.48 

5.8 

16.09 

0.63 

99 

89 

Dollar  General 

-19.4 

29%-  6'/8 

6'/8 

0.20 

30.6 

0.20 

0.20 

3.3 

5.78 

0.94 

49 

416 

Dominion  Bankshares 

119.5 

253/8-  6'/2 

15% 

2.13 

7.3 

0.72 

0.76 

4.9 

13.81 

0.89 

05 

332 

Dominion  Resources 

103.5 

52'/8-203/8 

43% 

4.62 

9.5 

1.27 

3.08 

7.0 

29.93 

0.68 

10 

192 

RR  Donnelley  &  Sons 

102.6 

453/8-14'/4 

30'/8 

3.34 

9.0 

0.98 

0.70 

2.3 

12.90 

0.43 

53 

763 

Dover 

84.5 

777/s-26'/2 

56  Vi 

3.05 

18.5 

1.26 

1.12 

2.0 

18.51 

0.33 

90 

503 

Dow  Chemical 

211.6 

1095/s-25 

805/8 

5.52 

14.6 

1.23 

2.20 

2.7 

27.02 

0.34 

05 

489 

Dow  Jones 

52.8 

56'/4-213/8 

33  % 

2.06 

16.3 

2.68 

0.64 

1.9 

7.52 

0.22 

77 

587 

DPL 

39.1 

29'/4-ll'/4 

24 

3.20 

7.5 

1.05 

2.08 

8.7 

19.07 

0.79 

48 

809 

Dravo 

-7.1 

21%-107/8 

IIV2 

-5.78 

def 

0.24 

none 

0.0 

14.65 

1.27 

73 

909 

Dresser  Industries 

13.9 

35V«-14 

22  Vi 

-0.39 

def 

0.54 

0.40 

1.8 

21.33 

0.95 

19 

463 

EI  du  Pont  de  Nemours 

131.4 

131    -35'/s 

83 

6.95 

11.9 

0.69 

3.40 

4.1 

54.74 

0.66 

29 

451 

Duke  Power 

95.2 

52    -20V8 

45% 

4.39 

10.3 

1.26 

2.80 

6.2 

30.33 

0.67 

63 

204 

Dun  &  Bradstreet 

115.8 

713A-24'/2 

53 '/s 

3.02 

17.6 

2.47 

1.50 

2.8 

9.80 

0.18 

94 

824 

Duquesne  Light 

-18.6 

19V4-10% 

12 

1.53 

7.8 

0.98 

1.20 

10.0 

16.76 

1.40 

35 

NR 

Durr-Fillauer 

-28.1 

18    -  7'/8 

85/8 

0.81 

10.7 

0.13 

0.17 

2.0 

7.36 

0.85 

74 

705 

DWG 

231.8 

75/8-    1% 

6% 

1.12 

5.8 

0.10 

none 

0.0 

4.79 

0.74 

28 

604 

DynCorp 

66.7 

255/s-  9 

18'/8 

1.32 

13.7 

0.23 

0.31 

1.7 

11.91 

0.66 

.98 

333 

E-Systems 

6.0 

44%-213/4 

265/8 

1.86 

14.3 

0.67 

0.50 

1.9 

12.39 

0.47 

VR 

NR 

E-II  Holdings 

NA 

17V4-  7 

9'/8 

NA 

NA 

0.36 

none 

0.0 

NA 

NA 

.50 

390 

Eagle-Picher  Inds 

62.1 

53    -14% 

23  % 

3.69 

6.4 

0.38 

1.12 

4.8 

16.82 

0.72 

08 

758 

Eastern  Gas  &  Fuel 

2.9 

33'/4-17'/4 

22 '/4 

0.64 

34.8 

0.66 

1.30 

5.8 

18.74 

0.84 

,19 

723 

Eastman  Kodak 

26.6 

705/s-263/4 

48% 

2.07 

23.4 

1.28 

1.80 

3.7 

18.84 

0.39 

'.78 

474 

Eaton 

112.1 

1073/4-285/8 

67% 

7.62 

8.9 

0.57 

2.00 

2.9 

42.46 

0.63 

171 

254 

Echlin 

39.8 

25%-  8 

135/8 

0.88 

15.5 

0.69 

0.56 

4.1 

8.79 

0.64 

167 

311 

Ecolab 

58.1 

33%- 10% 

22  >/s 

5.35 

4.1 

0.66 

0.62 

2.8 

10.81 

0.49 

VR 

NR 

Edgcomb 

NA 

6'/2-  2 

2% 

-0.32 

def 

0.04 

none 

0.0 

0.97 

0.04 

VR 

NR 

Edison  Bros  Stores 

NA 

44    -22% 

24% 

1.18 

21.0 

0.27 

1.80 

7.3 

22.61 

0.91 

'84 

NR 

AG  Edwards 

-17.8 

38%-12% 

16% 

2.46 

6.7 

0.63 

0.68 

4.1 

12.48 

0.76 

>44 

687 

EG&G 

21.7 

45!/8-25'/2 

34% 

1.90 

18.1 

0.79 

0.56 

1.6 

8.62 

0.25 

S49 

590 

Emerson  Electric 

45.0 

42%-18'/4 

29% 

2.00 

14.6 

1.11 

1.00 

3.4 

10.90 

0.37 

'06 

15 

Emerson  Radio 

3.3 

12%-  2% 

2% 

-0.01 

def 

0.13 

none 

0.0 

2.64 

0.92 

m 

803 

Emery  Air  Freight 

-68.8 

265/s-  4'/4 

4% 

-1.39 

def 

0.09 

none 

0.0 

8.74 

1.79 

579 

444 

Emhart 

78.9 

265/s-lO 

18% 

1.61 

11.5 

0.49 

0.80 

4.3 

11.49 

0.62 

NR 

NR 

Empire  of  America 

NA 

7    -  2% 

3 

-0.81 

def 

0.05 

0.28 

9.3 

9.97 

3.32 

'81 

757 

Engelhard 

-16.8 

297/8-143/s 

17% 

1.85 

9.7 

0.33 

0.52 

2.9 

13.86 

0.78 

>te  Except  as  indicated,  price  changes  are  from  De 

c.  31,  1982  k 

>Nov.  18,1987. 

NR;  Not  r 

anked  due  tc 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


Latest 

Boi 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

valu 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

rece 

87 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

pri< 

567 

759 

Enron 

40.7 

54%-24'/s 

37% 

$-0.91 

def 

0.29 

$2.48 

6.6% 

$22.98 

0.6 

752 

900 

Enserch 

-8.5 

297/8-13'/8 

17% 

0.37 

47.0 

0.36 

0.80 

4.6 

14.03 

0.8 

739 

716 

Entex 

-4.0 

24'/4-12% 

18 

-3.21 

def 

0.54 

none 

0.0 

4.54 

0.2 

171 

61 

Equifax 

150.5 

31V2-  7% 

221/g 

1.24 

17.8 

0.72 

0.76 

3.4 

5.09 

0.2 

479 

530 

Equitable  of  Iowa 

56.5 

27    -11 1/2 

18 

2.08 

8.7 

0.33 

0.92 

5.1 

28.51 

1.5 

127 

497 

Equitable  Resources 

178.9 

46%- 10 

29% 

1.82 

16.3 

1.49 

1.20 

4.0 

20.44 

o.r- 

NR 

NR 

Esselte  Business  Sys 

NA 

46'/8-125/8 

29 '/2 

2.51 

11.8 

0.52 

0.72 

2.4 

17.01 

0.5 

18 

43 

Ethyl 

378.0 

32'/.-  3V2 

17% 

1.49 

11.8 

1.33 

0.40 

2.3 

7.41 

0.4 

126 

495 

Exxon 

179.0 

50%- 14% 

41  !/2 

3.34 

12.4 

0.81 

2.00 

4.8 

22.29 

0.5 

852 

834 

Fairchild  Industries 

-33.6 

24%-  7% 

9% 

-5.31 

def 

0.28 

0.20 

2.1 

9.42 

0.9 

677 

50 

Family  Dollar  Stores 

13.0 

28 '/«-  7 

8% 

0.86 

10.3 

0.46 

0.28 

3.2 

4.88 

0.5 

833 

NR 

Farm  Fresh 

-27.2t 

2216-  9'/4 

12% 

0.50 

25.5 

0.21 

none 

0.0 

8.60 

0.6 

826 

842 

Farm  House  Foods 

-25.1 

6>/4-  m 

2% 

-0.13 

def 

0.03 

none 

0.0 

4.00 

1.4 

201 

429 

Farmers  Group 

135.5 

51'/4-16 

411/2 

3.42 

12.1 

2.39 

1.20 

2.9 

20.28 

0.4 

576 

523 

Federal  Express 

39.4 

75'/j-27% 

51% 

-0.75 

def 

0.79 

none 

0.0 

20.90 

0.4 

697 

621 

Federal-Mogul 

6.7 

49    -25  Vi 

32 

0.43 

74.4 

0.40 

1.60 

5.0 

25.13 

0.; 

647 

136 

Fedl  Natl  Mortgage 

19.9 

48%- 10% 

29% 

2.98 

9.9 

0.24 

0.48 

1.6 

21.60 

0.7 

243 

460 

Federal  Paper  Board 

122.0 

54    -12% 

31  '/2 

3.32 

9.5 

0.60 

0.80 

2.5 

17.34 

0.5 

520 

370 

Federated  Dept  Strs 

50.3 

581/2-21% 

351/2 

3.28 

10.8 

0.30 

1.48 

4.2 

28.54 

0  8 

502 

724 

Ferro 

53.5 

31'/4-ll'/8 

20% 

2.72 

7.4 

0.34 

0.68 

3.4 

16.36 

0.8 

131 

244 

Fidelcor 

176.3 

47  i/2-l  Vh 

34% 

3.36 

10.4 

0.70 

1.52 

4.4 

26.88 

0.7 

681 

291 

Fieldcrest  Cannon 

10.3 

43    -12'/8 

16 

1.82 

8.8 

0.12 

0.68 

4.3 

26.37 

1.6 

118 

249 

Figgie  Intl 

186.4 

87'/2-18'/2 

63 

6.58 

9.6 

0.46 

0.80 

1.3 

41.37 

0.6 

932 

814 

Financial  Corp  of  America 

-89.9 

32%-  1 

1% 

-6.48 

def 

0.02 

none 

0.0 

4.93 

2.8 

NR 

NR 

Fireman's  Fund 

NA 

44  !/2-25% 

281/4 

5.32 

5.3 

0.44 

0.40 

1.4 

23.55 

0.8 

359 

496 

Firestone 

82.4 

50    -15% 

33% 

1.90 

17.8 

0.32 

1.00 

3.0 

29.88 

0.8 

235 

NR 

First  American 

125.1 

34%-  9'/i 

22  % 

2.68 

8.3 

0.81 

1.10 

5.0 

20.03 

0.9 

224 

277 

First  Bank  System 

128.6 

371/8-  8% 

20'/2 

0.95 

21.5 

0.49 

1.50 

7.3 

22.74 

1.1 

570 

68 

First  Boston 

40.0 

62%- 16% 

25% 

4.65 

5.5 

0.24 

1.00 

3.9 

30.39 

1.2 

634 

665 

First  Chicago 

24.1 

34%-17'/8 

22>/2 

-9.23 

def 

0.31 

1.50 

6.7 

36.91 

1.6 

937 

952 

First  City  Bancorp 

-96.9 

24%-     1/4 

% 

-12.72 

def 

0.02 

none 

0.0 

11.89 

17.2 

635 

147 

First  Executive 

23.6 

231/4-  6'/4 

10% 

1.81 

5.7 

0.20 

none 

0.0 

15.22 

1.4 

654 

281 

First  Federal  Mich 

18.8t 

30    -  5% 

10'/4 

6.86 

1.5 

0.09 

0.48 

4.7 

33.04 

3.2 

322 

178 

First  Fidelity  Bncp 

98.4 

46i/2-14'/8 

31 

3.03 

10.2 

0.67 

1.84 

5.9 

28.29 

0.9 

620 

696 

First  Interstate  Bncp 

26.3 

67%-29'/4 

39% 

-8.09 

def 

0.37 

2.80 

7.1 

58.65 

1.4 

139 

NR 

First  Kentucky  Natl 

171.9 

31-8 

21% 

1.73 

12.6 

0.98 

0.94 

4.3 

13.97 

0.6 

193 

NR 

First  Maryland  Bncp 

138.5 

41    -  9% 

231/4 

3.04 

7.6 

0.57 

1.00 

4.3 

22.72 

0.9 

85 

133 

First  of  America  Bank 

214.1 

54    -12% 

39 

5.68 

6.9 

0.57 

1.80 

4.6 

39.24 

l.C 

385 

266 

First  Pennsylvania 

77.6 

11    >-  4 

8% 

-2.32 

def 

0.64 

none 

0.0 

12.38 

1.3 

915 

902 

First  RepublicBank 

-74.4 

38 '/4-  7 

7% 

-10.64 

def 

0.14 

1.00 

12.9 

39.64 

5.1 

694 

793 

First  Security 

7.1 

35'/^-15 

22  Vi 

0.98 

23.0 

0.53 

1.10 

4.9 

28.53 

1.2 

291 

187 

First  Tennessee  Natl 

106.5 

36%-ll'/i 

2.79 

8.5 

0.65 

1.24 

5.2 

21.98 

0.9 

298 

263 

First  Union 

105.3 

30    -  81/1 

17% 

2.68 

6.7 

0.73 

0.80 

4.5 

14.55 

0.8 

NR 

NR 

First  Wachovia 

NA 

46%-J01/2 

33 

3.46 

9.5 

1.03 

1.20 

3.6 

21.93 

0.6 

136 

197 

First  Wisconsin 

172.8 

S3    -  7'/2 

-0.83 

def 

0.61 

0.92 

4.5 

20.54 

1.0 

924 

877 

Fischbach 

-84.1 

55 1/2-  6% 

7\* 

-6.79 

def 

0.02 

none 

0.0 

33.91 

4.3 

791 

856 

Fisher  Foods 

-18.4 

16V«-  5% 

6% 

-6.23 

def 

0.04 

none 

0.0 

13.69 

2.0 

152 

171 

Fleet  Financial 

160.9 

30%-  8% 

221/2 

2.53 

8.9 

0.86 

1.00 

4.4 

14.01 

0.6 

771 

182 

Fleetwood  Enterprise 

-13.2 

41      N-14 

17% 

1.88 

9.4 

0.32 

0.60 

3.4 

13.56 

0.7 

660 

342 

Fleming  Cos 

17.1 

4  j  ,-22 '/4 

26% 

1  89 

14.1 

0.07 

1.00 

3.8 

21.46 

0.8 

900 

823 

Florida  Federal  S&L 

-57.4t 

22%-  6% 

6 1/2 

-2.10 

def 

0.12 

none 

0.0 

19.27 

2.9 

509 

467 

Florida  Natl  Banks 

52.5 

29'/4-  9% 

15 'A 

0.92 

16.6 

0.62 

0.48 

3.1 

16.39 

1.0 

347 

323 

Florida  Progress 

86.8 

47    -18 

35'/! 

3.79 

9.4 

0.95 

2.40 

6.8 

23.26 

0.6 

145 

97 

Flowers  Industries 

164.9 

30%-  7% 

25% 

1.19 

21.6 

0.76 

0.42 

1.6 

7.64 

0.3 

848 

929 

Fluor 

-32.7 

25%- 11 

13i/8 

-2.21 

def 

0.22 

none 

0.0 

11.99 

0.9 

10 

104 

FMC 

545.8 

60%-  5% 

36% 

4.90 

7.5 

0.54 

none 

0.0 

-11.25 

N 

12 

47 

Food  Lion 

431.5 

14',-    1% 

11% 

0.24 

48.5 

0.67 

0.06 

0.5 

0.83 

0.0 

112 

57 

Foodarama  Supermkts 

191.9 

-  5% 

17% 

1.59 

11.2 

0.05 

none 

0.0 

20.06 

1.1 

NR 

NR 

Foodmaker 

NA 

14'.,-  5% 

9% 

1.20 

8.1 

0.21 

none 

0.0 

5.44 

0.5 

27 

29 

Ford  Motor 

345.7 

,-15'/4 

77 

L7.33 

4.4 

0.29 

4.00 

5.2 

57.02 

0.7 

- 

579 

NR 

Foremost  Corp  of  Amer 

38.5 

431/4-21  V* 

36 

3.37 

10.7 

0.88 

0.96 

2.7 

21.13 

0.5 

431 

439 

Fort  Howard 

65.8 

62    -22% 

39% 

2.21 

17.8 

1.54 

1.08 

2.7 

17.87 

0.4 

893 

943 

LB  Foster 

-53.5 

9'/»-    1    - 

2 'A 

-2.06 

del 

0,08 

none 

0.0 

1.40 

0.5 

736 

851 

Foster  Wheeler 

-3.8 

25    -10 

12'A 

0.71 

17.6 

0.85 

0.44 

3.5 

12.56 

1.0 
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867 

887 

Foxboro 

-41.2 

471/2-18% 

2078 

$-1.95 

def 

0.49 

none 

0.0% 

S22.31 

1.07 

411 

472 

FPL  Group 

70.4 

38    -17'/2 

307s 

3.03 

10.2 

0.93 

$2.12 

6.9 

22.99 

0.74 

611 

870 

Freeport-McMoRan 

29.0 

31%-13V4 

211/8 

2.96 

7.1 

1.60 

0.60* 

2.8$ 

9.14 

0.43 

NR 

NR 

Fruit  of  the  Loom 

NA 

91/2-  37/8 

47s 

0.39 

12.5 

0.36 

none 

0.0 

-1.56 

NE 

166 

NR 

HB  Fuller 

154.0 

48 1/2- 11 1/4 

30 

2.47 

12.1 

0.48 

0.42 

1.4 

14.43 

0.48 

64 

123 

Fuqua  Industries 

245.4 

38%-  7% 

267s 

2.15 

12.5 

0.67 

0.24 

0.9 

12.30 

0.46 

9 

66 

GAF 

550.0 

69 1/2-  6 1/2 

451/2 

2.82 

16.1 

1.89 

0.10 

0.2 

16.94 

0.37 

418 

262 

Gannett 

69.2 

561/4-16% 

357. 

1.86 

19.2 

1.91 

1.00 

2.8 

8.88 

0.25 

22 

5 

Gap 

373.8 

777s-  4 

19% 

2.22 

8.7 

0.72 

0.50 

2.6 

5.96 

0.31 

524 

817 

GATX 

49.5 

50%-25'/8 

38 '/2 

3.68 

10.5 

0.66 

1.50 

3.9 

22.79 

0.59 

931 

962 

Gearhart  Industries 

-88.5 

307s-     % 

17. 

-9.44 

def 

0.23 

none 

0.0 

-6.83 

NE 

210 

166 

Geico 

133.1 

1367.-41 

IOO1/4 

13.81 

7.3 

1.08 

1.36 

1.4 

37.33 

0.37 

445 

831 

Gelco 

62.9 

34!/2-12% 

34 

-0.52 

def 

0.33 

none 

0.0 

11.42 

0.34 

165 

129 

GenCorp 

156.1 

120    -27'/. 

69 'A 

14.09 

4.9 

0.33 

1.80 

2.6 

46.91 

0.68 

245 

93 

General  Cinema 

121.5 

31%-  6'/2 

161/8 

1.53 

10.5 

1.14 

0.39 

2.4 

6.78 

0.42 

544 

260 

General  Dynamics 

45.5 

89'/i-305/8 

48 

0.35 

NM 

0.22 

1.00 

2.1 

29.45 

0.61 

333 

351 

General  Electric 

91.8 

66%-22% 

45  Vi 

3.53 

12.9 

1.05 

1.32 

2.9 

16.57 

0.36 

469 

100 

General  Host 

57.7 

25%-  4 

81/8 

2.48 

3.3 

0.34 

0.24 

3.0 

8.15 

1.00 

887 

935 

General  Instrument 

-50.8 

66%-12% 

241/2 

-1.91 

def 

0.77 

0.25 

1.0 

14.35 

0.59 

348 

470 

General  Mills 

86.7' 

621/8-2078 

45V2 

2.71 

16.8 

0.75 

1.60 

3.5 

8.28 

0.18 

730 

599 

General  Motors 

-2.2 

941/8-50 

61 

8.67 

7.0 

0.19 

5.00 

8.2 

83.73 

1.37 

438 

NR 

General  Motors  EDS 

64.6tt 

51    -181/4 

347s 

2.38 

14.7 

0.43 

0.52 

1.5 

6.55 

0.19 

NR 

NR 

GM  Hughes  Electronics 

NA 

50'/2-32% 

461/2 

3.15 

14.8 

0.29 

0.72 

1.5 

100.47 

2.16 

60 

174 

General  Public  Utils 

253.8 

29%-  6'/2 

237s 

3.99 

6.0 

0.56 

0.60 

2.5 

28.41 

1.19 

395 

385 

General  Re 

74.9 

69'/2-23i/s 

557. 

4.61 

12.1 

1.62 

1.00 

1.8 

23.47 

0.42 

19 

198 

General  Refractories 

376.9 

20'/4-  3 

151/2 

4.31 

3.6 

0.24 

none 

0.0 

8.94 

0.58 

770 

795 

General  Signal 

-13.1 

61'/4-33'/4 

39 

2.32 

16.8 

0.72 

1.80 

4.6 

32.33 

0.83 

823 

919 

Genesco 

-24.3 

10%-  2% 

3i/! 

1.09 

3.2 

0.12 

none 

0.0 

4.54 

1.30 

405 

529 

Genuine  Parts 

71.5 

44%-16 

341/2 

1.95 

17.7 

1.07 

0.92 

2.7 

9.30 

0.27 

NR 

NR 

Georgia  Gulf 

NA 

69    -191/2 

40 

4.59 

8.7 

0.83 

0.80 

2.0 

8.27 

0.21 

622 

606 

Georgia-Pacific 

25.7 

52%- 18 

33 

3.91 

8.4 

0.44 

1.20 

3.6 

23.19 

0.70 

293 

176 

Gerber  Products 

105.6 

63    -14% 

33% 

1.22 

27.7 

0.67 

1.32 

3.9 

16.70 

0.49 

75 

NR 

Getty  Petroleum 

227.5 

30%-  3% 

137. 

0.68 

20.3 

0.14 

0.16 

1.2 

6.03 

0.44 

55 

25 

Giant  Food 

267.4 

42%-  8'/2 

31 

1.67 

18.6 

0.35 

0.66 

2.1 

9.98 

0.32 

899 

376 

Gibraltar  Financial 

-57.0 

16    -  4'/4 

41/4 

-5.69 

def 

0.07 

none 

0.0 

16.17 

3.80 

140 

170 

Gillette 

171.1 

4578-10'/. 

30'/2 

0.52 

58.7 

1.13 

0.76 

2.5 

4.01 

0.13 

146 

450 

GlenFed 

164.lt 

33'/2-  674 

257. 

5.93 

4.3 

0.29 

1.00 

3.9 

41.68 

1.62 

14 

49 

Godfrey 

405.7 

337s-  3Vs 

207s 

1.73 

12.1 

0.17 

0.32 

1.5 

7.37 

0.35 

188 

41 

Golden  West  Finl 

142.4 

467.-  77s 

251/4 

5.38 

4.7 

0.61 

0.24 

1.0 

20.83 

0.82 

NR 

NR 

Goldome 

NA 

77s-  37s 

37. 

NA 

NA 

0.07 

none 

0.0 

NA 

NA 

702 

546 

BF  Goodrich 

4.7 

65    -247« 

33% 

2.93 

11.5 

0.37 

1.56 

4.6 

32.35 

0.96 

565 

428 

Goodyear 

41.4 

76'/2-23 

49'/2 

8.76 

5.7 

0.29 

1.60 

3.2 

30.93 

0.62 

717 

677 

Gordon  Jewelry 

1.6 

227s-  97s 

14 

-1.83 

def 

0.38 

0.52 

3.7 

23.78 

1.53 

905 

861 

Gould 

-66.0 

4374-  8 

127. 

0.34 

37.5 

0.62 

none 

0.0 

12.52 

0.98 

664 

786 

WR  Grace 

15.6 

3778-177. 

22 '/4 

-5.30 

def 

0.44 

1.40 

6.3 

15.42 

0.69 

330 

483 

WW  Grainger 

93.9 

717.-2378 

517s 

3.02 

17.2 

1.17 

0.80 

1.5 

20.14 

0.39 

346 

345 

Gt  Am  First  Savings 

87.lt 

25    -  57s 

127s 

4.34 

2.9 

0.21 

0.60 

4.8 

24.02 

1.90 

308 

NR 

Great  American  Mgmt 

103.3 

191/2-  7i/4 

15  W 

0.02 

NM 

0.13 

none 

0.0 

19.05 

1.25 

30 

52 

Great  A&P  Tea 

334.9 

467s-  77s 

357s 

2.37 

15.1 

0.15 

0.50 

1.4 

19.85 

0.55 

96 

361 

Gt  Northern  Nekoosa 

206.3 

601/2-117$ 

367s 

4.02 

9.1 

0.84 

0.92 

2.5 

19.77 

0.54 

610 

309 

Gt  Western  Financial 

29.0 

247s-  65/s 

14'/8 

2.27 

6.2 

0.42 

0.72 

5.1 

14.19 

1.00 

542 

507 

Greyhound 

45.7 

46    -17'/8 

251/8 

4.18 

6.0 

0.39 

1.32 

5.3 

26.29 

1.05 

837 

965 

Grossman's 

-29.3 

ll'/2-  4 

57s 

0.56 

9.6 

0.13 

none 

0.0 

1.26 

0.23 

700 

NR 

Grow  Group 

5.3 

15-6 

7 

-0.08 

def 

0.15 

0.30 

4.3 

4.80 

0.69 

742 

563 

Grumman 

-4.7 

367s-l  71/2 

23 

1.82 

12.6 

0.23 

1.00 

4.3 

22.13 

0.96 

_m 

608 

589 

GTE 

30.1 

447.-231/4 

36 

3.09 

11.7 

0.77 

2.52 

7.0 

23.26 

0.65 

239 

NR 

Guilford  Mills 

124.1 

39'/2-  87. 

241/2 

2.36 

10.4 

0.47 

0.80 

3.3 

18.10 

0.74 

39 

130 

Gulf  8i.  Western 

309.0 

931/2-15 

68 1/2 

4.70 

14.6 

0.98 

1.20 

1.8 

30.61 

0.45 

898 

891 

Gulf  States  Utils 

-56.0 

16 1/2-  47. 

578 

1.43 

4.1 

0.44 

none 

0.0 

16.79 

2.86 

-828 

922 

Halliburton 

-25.8 

47'/4-177s 

26 '/. 

0.18 

NM 

0.87 

1.00 

3.8 

20.30 

0.77 

809 

782 

Handy  &  Harman 

-21.6 

28    -16'/2 

1578 

-0.13 

def 

0.36 

0.66 

4.3 

8.30 

0.54 

52 

32 

Hannaford  Bros 

280.9 

5474-  8 1/2 

337. 

2.51 

13.4 

0.31 

0.56 

1.7 

13.00 

0.39 

81 

141 

Hanover  Insurance 

220.6 

387s-  778 

271/4 

6.52 

4.2 

0.42 

0.36 

1.3 

21.75 

0.80 

NR 

83 

Harcourt  Brace 

NA 

13'/.-  37. 

5 

-0.33 

def 

0.18 

none 

0.0 

13.48 

2.70 
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725 

Harnischfeger  Inds 

158.8 

29%-  6 

16'/2 

$0.16 

NM 

0.44 

none 

0.0% 

$10.43 

0.6; 

844 

865 

Harris  Corp 

-30.1 

517/»-22 'A 

25% 

2.13 

12.2 

0.51 

$0.88 

3.4 

23.64 

0.9: 

290 

556 

Harsco 

108.0 

39%-ll% 

26 

2.09 

12.4 

0.69 

1.12 

4.3 

16.13 

0.6: 

407 

303 

Hartford  National 

71.1 

32'/8-ll7/8 

20% 

2.98 

6.9 

0.67 

1.28 

6.2 

18.15 

0.8! 

596 

363 

Hartmarx 

33.8 

34%-14'/2 

22 

1.75 

12.6 

0.43 

1.00 

4.5 

17.59 

0.81 

11 

3 

Hasbro 

474.2 

30%-  2 

12% 

1.01 

12.3 

0.49 

0.09 

0.7 

10.46 

0.8< 

- 

360 

393 

Hawaiian  Electric 

81.9 

35!/2-135/8 

27% 

2.66 

10.4 

0.81 

1.92 

6.9 

22.19 

0.8( 

552 

NR 

Hechinger 

44.4 

27'/4-  9 

17'/2 

1.11 

15.8 

0.81 

0.06 

0.3 

6.51 

0.3; 

119 

22 

HJ  Heinz 

186.1 

51%-ll'/2 

38  Vi 

2.58 

14.9 

1.03 

1.24 

3.2 

10.79 

0.2! 

NR 

NR 

Henley  Group 

NA 

3WA-17V* 

19'/2 

-5.14 

def 

0.56 

none 

0.0 

26.08 

1.34 

430 

409 

Hercules 

66.5 

731/i-245/8 

46 

14.44 

3.2 

0.96 

1.92 

4.2 

31.11 

0.6! 

- 

130 

157 

Hershey  Foods 

176.7 

37%-  8% 

26 

1.60 

16.3 

0.98 

0.62 

2.4 

8.07 

0.3; 

563 

515 

Hewlett-Packard 

41.8 

735/8-28% 

51% 

2.50 

20.7 

1.64 

0.26 

0.5 

17.08 

0.3,' 

NR 

NR 

Highland  Superstores 

NA 

39%-  7Va 

7% 

0.83 

9.3 

0.20 

none 

0.0 

6.25 

0.81 

181 

159 

Hillenbrand  Inds 

144.5 

31%-  8% 

23% 

1.80 

13.0 

1.29 

0.35 

1.5 

7.55 

0.31 

NR 

NR 

Hills  Dept  Stores 

NA 

12%-  6 

7'/8 

1.00 

7.1 

0.09 

none 

0.0 

-4.51 

N! 

459 

578 

Hilton  Hotels 

59.8 

91%-40'/8 

71'/2 

4.30 

16.6 

2.21 

1.80 

2.5 

28.45 

0.4( 

NR 

NR 

Himont 

NA 

541/4-23 

25  V2 

3.55 

7.2 

1.53 

0.68 

2.7 

9.01 

0.3; 

872 

380 

Holiday 

-42.7J 

83%-U% 

21 

5.81 

3.6 

0.30 

none 

0.0 

26.78 

1.2f 

185 

306 

Holly  Corp 

142.9 

21%-  6'/2 

13 

0.25 

52.0 

0.19 

none 

0.0 

5.53 

0.4,' 

292 

158 

Holly  Farms 

106.2 

51%-12 

29  % 

3.32 

8.8 

0.35 

1.18 

4.1 

19.68 

0.61 
0.2: 

265 

NR 

Home  Depot 

114.3 

28'/8-  7 

17'/2 

0.90 

19.4 

0.62 

none 

0.0 

3.83 

409 

602 

Home  Federal  S&L 

70.6t 

385/s-l  1% 

23% 

4.71 

5.1 

0.41 

0.20 

0.8 

38.37 

1.61 

NR 

NR 

Home  Group 

NA 

31'/2-10'/2 

13 

4.32 

3.0 

0.20 

0.20 

1.5 

22.19 

1.7! 

NR 

NR 

Home  Shopping 

NA 

47-5 

6 

0.33 

18.2 

0.89 

none 

0.0 

0.56 

0.0! 

350 

NR 

Homestead  Financial 

85.5 

13%-  3 

5% 

2.49 

2.3 

0.14 

0.25 

4.3 

10.36 

1.8( 

- 

504 

NR 

HON  Industries 

53.2 

23    -  7% 

18 

1.27 

14.2 

0.69 

0.40 

2.2 

6.70 

0.3; 

591 

555 

Honeywell 

34.4 

90'/2-41% 

57% 

-7.18 

def 

0.42 

2.00 

3.5 

48.67 

0.85 

129 

184 

George  A  Hormel 

177.3 

29%-  6 

19V4 

1.08 

18.0 

0.35 

0.36 

1.8 

8.85 

0.4; 

824 

736 

Hospital  Corp 

-24.3 

56%-23% 

31W 

2.03 

15.5 

0.52 

0.72 

2.3 

24.62 

0.7f 

358 

220 

Household  Intl 

82.6 

62'/2-19 

42 

6.14 

6.8 

0.50 

2.00 

4.8 

27.93 

0.6; 

- 

513 

569 

Houston  Industries 

51.9 

39%-17% 

30% 

3.90 

7.8 

0.98 

2.88 

9.5 

27.19 

0.9C 

354 

383 

Hubbell 

84.2 

41%-14 

26  V* 

2.33 

11.3 

1.16 

1.00 

3.8 

12.61 

0.4* 

810 

726 

Humana 

-21.8 

36%-161/. 

22 

1.86 

11.8 

0.76 

0.80 

3.6 

9.20 

0.4: 

199 

337 

Huntington  Bshs 

137.2 

31'/4-    8'/4 

20  »/4 

2.05 

9.9 

0.76 

0.84 

4.1 

17.23 

0.85 

851 

743 

EF  Hutton  Group 

-33.3 

54'/*- 11 

20 

-1.57 

def 

0.20 

0.88 

4.4 

22.48 

l.i: 

— 

NR 

NR 

IBP 

NA 

19V8-11W 

13% 

0.98 

14.0 

0.09 

0.60 

4.4 

NA 

Nfi 

71 

292 

IC  Industries 

235.8 

41  V#-  8 

29% 

1.66 

17.7 

0.81 

0.88 

3.0 

13.61 

0M 

345 

17 

ICH 

87.3 

32s/8-  37/s 

8 

2.43 

3.3 

0.17 

none 

0.0 

13.53 

1.6< 

929 

961 

Ideal  Basic  Inds 

-86.0 

26    -  l'/8 

2% 

-0.77 

def 

1.98 

none 

0.0 

0.13 

0.0£ 

701 

696 

Illinois  Power 

4.8 

32    -17% 

24% 

4.20 

5.9 

1.35 

2.64 

10.6 

25.81 

1.0' 

- 

79 

200 

Illinois  Tool  Works 

221.0 

49i/j_  9% 

31V4 

2.60 

12.1 

0.99 

0.40 

1.3 

9.30 

0.3C 

825 

761 

Imperial  Corp  of  Am 

-25.0 

19    -  SVs 

9% 

3.69 

2.5 

0.13 

0.40 

4.3 

15.33 

1.6J 

581 

848 

Inco 

37.3 

24    -  8% 

16'/8 

0.19 

NM 

1.05 

0.20 

1.2 

10.62 

0.6< 

324 

822 

Ingersoll-Rand 

97.8 

45%-14'/4 

31'/4 

3.15 

9.9 

0.62 

1.04 

3.3 

20.44 

0.65 

NR 

NR 

Ingles  Markets 

NA 

13'/s-  7% 

8% 

0  63 

13.9 

0.24 

none 

0.0 

4.05 

0.4, 

757 

860 

Inland  Steel  Inds 

-9.1 

35%-14W 

23% 

3.13 

7.5 

0.23 

none 

0.0 

33.25 

1.41 

743 

638 

Insilco 

-4.7 

26'/4-12% 

IV. 

1.65 

9.6 

0.46 

1.00 

6.3 

15.88 

1.0c 

869 

931 

Inspiration  Resource 

-42.2t 

15%-  3% 

6V2 

-0.74 

def 

0.37 

none 

0.0 

4.89 

0.75 

769 

490 

Integrated  Resources 

-12.9 

46    -11% 

20'/4 

3.08 

6.6 

0.15 

none 

0.0 

28.44 

1.4C 

372 

613 

Intel 

80.0 

4  Ps- 107* 

23  V* 

0.48 

48.4 

2.43 

none 

0.0 

7.22 

0.31 

689 

608 

Interco 

8.2 

54    -271/. 

33 

3.45 

9.6 

0.43 

1.60 

4.8 

36.78 

1.11 

435 

242 

Intergraph 

65.4 

40'/.' 

19% 

1.14 

17.3 

1.85 

none 

0.0 

8.80 

0.45 

258 

486 

Interlake 

116.5 

55    -15% 

36 

3.56 

10.1 

0.54 

1.40 

3.9 

21.75 

Q.a 

190 

194 

Intermark 

141.7 

WA-  3% 

SV, 

0.32 

25.4 

0.10 

0.11 

1.4 

8.57 

1.05 

638 

504 

IBM 

23.0 

17S%-92>/. 

118% 

7.53 

15.7 

1.35 

4.40 

3.7 

56.73 

0.4* 

489 

540 

Intl  Flavors  &  Frags 

55.2 

58    -22% 

42% 

2.72 

15.8 

2.26 

1.24 

2.9 

13.87 

0.32 

682 

849 

Intl  Minerals  &  Chem 

10.1 

53    -25 

35% 

1.17 

30.2 

0.56 

1.00 

2.8 

32.09 

0.91 

605 

574 

Intl  Multifoods 

30.3 

39%- 15% 

26W 

4.08 

6.5 

0.25 

1.18 

4.5 

22.76 

0.8* 

501 

592 

International  Paper 

54.0 

57%-221/8 

37  V* 

4.67 

8.0 

0.51 

1.20 

3.2 

34.62 

0.93 

183 

205 

Interpublic  Group 

143.6 

4.V';-11W 

29% 

2.06 

14.3 

0.73 

0.68 

2.3 

10.95 

0.37 

100 

201 

Interstate  Bakeries 

200.0 

40V4-  5% 

18^ 

1.52 

12.2 

0.19 

none 

0.0 

13.45 

0.73 

452 

414 

Iowa-Illinois  G&E 

61.4 

47    -20'/8 

35  Vx 

4.33 

8.2 

0.98 

3.04 

8.6 

28.95 

0.82 

533 

471 

Iowa  Resources 

47.7 

27'/2-12^ 

2.03 

9.5 

1.24 

1.64 

8.5 

15.82 

0.82 
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range 
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dividend 

yield 

(per  share) 

price 

8 

391 

Ipalco  Enterprises 

74.1 

29'/2-12'/4 

225/s 

$3.67 

6.2 

1.54 

$1.56 

6.9% 

$16.49 

0.73 

2 

567 

Irving  Bank 

140.7 

78%-20% 

49  >/2 

0.49 

NM 

0.43 

2.24 

4.5 

53.83 

1.09 

4 

623 

ITT 

54.4 

66%-21% 

48% 

5.15 

9.4 

0.84 

1.25 

2.6 

46.96 

0.97 

6 

811 

IU  International 

-19.1 

25%-ll 

13'/4 

0.82 

16.2 

0.24 

0.60 

4.5 

8.65 

0.65 

2 

72 

James  River  Corp  Va 

31.5 

43%-15'/2 

22!/e 

2.00 

11.1 

0.40 

0.40 

1.8 

21.22 

0.96 

5 

44 

Jamesway 

51.6 

16'/.-  4% 

7% 

0.90 

8.5 

0.16 

0.08 

1.0 

7.87 

1.03 

6 

285 

Jefferson-Pilot 

126.9 

42'/2-12'/4 

29% 

4.00 

7.4 

1.15 

1.20 

4.0 

31.41 

1.06 

6 

404 

Jefferson  Smurfit 

264.4t 

78%-  7V4 

46 

3.65 

12.6 

0.83 

0.75 

1.6 

7.38 

0.16 

6 

596 

Jerrico 

-6.5 

26%-  8% 

14% 

1.19 

12.1 

0.51 

0.16 

1.1 

10.63 

0.74 

j 

152 

Jim  Walter 

213.6 

62%-14'/s 

59 

4.09 

14.4 

0.98 

1.20 

2.0 

27.85 

0.47 

1 

620 

Johnson  &  Johnson 

57.4 

105%-28 

78'/s 

4.43 

17.6 

1.75 

1.68 

2.2 

16.34 

0.21 

'8 

379 

Johnson  Controls 

54.1 

40    -16% 

27M. 

2.20 

12.4 

0.38 

1.06 

3.9 

20.34 

0.75 

9 

841 

Earle  M  Jorgensen 

-16.6 

31%-21% 

21% 

-2.15 

def 

0.44 

1.00 

4.6 

22.81 

1.04 

■  2 

206 

Jostens 

119.0 

25    -  7s/s 

18!/4 

1.25 

14.7 

1.07 

0.56 

3.1 

3.15 

0.17 

:0 

229 

K  mart 

98.6 

48%-14% 

29  Vs 

4.05 

7.2 

0.23 

1.16 

4.0 

19.66 

0.67 

4 

826 

KaiserTech 

-33.9 

23 'A-  73/4 

10 

-9.56 

def 

0.22 

none 

0.0 

22.34 

2.23 

12 

140 

Kaman 

144.4 

21%-  5% 

13% 

1.31 

10.5 

0.35 

0.40 

2.9 

7.89 

0.57 

T 

513 

Kansas  City  P&L 

45.3 

321/4-141/. 

26% 

2.61 

10.3 

1.19 

2.24 

8.3 

27.79 

1.03 

■  1 

703 

Kansas  City  Southern 

-8.1 

79%-35 

42l/2 

-2.57 

def 

0.81 

1.08 

2.5 

36.42 

0.86 

16 

NR 

Kansas  Gas  &  Elec 

6.8 

255/g-  95/s 

195/8 

1.90 

10.3 

1.55 

1.48 

7.5 

20.17 

1.03 

)2 

240 

Kansas  Power  &  Light 

104.2 

32'/2-ll5/8 

24% 

2.45 

10.1 

0.73 

1.65 

6.7 

16.35 

0.66 

'9 

361 

Kaufman  &  Broad 

111.8 

19'/4-  4% 

12 

1.93 

6.2 

0.26 

0.32 

2.7 

10.26 

0.85 

R 

482 

Kay 

NA 

I41/8-  4% 

8% 

2.32 

3.7 

0.07 

0.12 

1.4 

5.91 

0.68 

10 

118 

Kellogg 

308.5 

68%- 12% 

54% 

3.10 

17.5 

1.85 

1.36 

2.5 

7.27 

0.13 

>8 

27 

Kellwood 

158.7 

41    -  6V4 

18 

2.31 

7.8 

0.36 

0.60 

3.3 

13.38 

0.74 

i3 

102 

Kelly  Services 

323.4 

49%-  7% 

35 

1.89 

18.5 

0.75 

0.56 

1.6 

6.15 

0.18 

S7 

455 

Kemper 

82.8 

38%-  9% 

23 

4.38 

5.3 

0.39 

0.60 

2.6 

23.41 

1.02 

)9 

302 

Kentucky  Utilities 

73.6 

24'/8-10 

18% 

1.58 

11.9 

1.28 

1.30 

6.9 

12.06 

0.64 

17 

816 

Kerr  Glass  Mfg 

-23.1 

211/.-  8Vb 

10 

0.42 

23.8 

0.15 

0.44 

4.4 

10.91 

1.09 

78 

863 

Kerr-McGee 

12.2 

46%-23'/2 

32% 

1.59 

20.3 

0.61 

1.10 

3.4 

27.67 

0.86 

ii 

153 

KeyCorp 

217.9 

31     -  6% 

2214 

3.00 

7.4 

0.66 

1.12 

5.0 

19.50 

0.88 

53 

NR 

Kimball  International 

279.5 

26    -  4% 

18% 

1.52 

12.1 

0.79 

0.44 

2.4 

9.44 

0.51 

16 

415 

Kimberly-Clark 

189.7 

63'/4-161/2 

531/2 

4.14 

12.9 

0.97 

1.44 

2.7 

20.89 

0.39 

IB 

NR 

KN  Energy 

NA 

241/4-  6% 

15% 

0.02 

NM 

0.46 

1.00 

6.5 

14.41 

0.93 

38 

230 

Knight-Ridder 

60.1 

6iy4-21'/4 

39% 

2.54 

15.6 

1.12 

1.00 

2.5 

14.28 

0.36 

)5 

646 

Koppers 

105.5 

50%- 15% 

32% 

2.40 

13.7 

0.61 

1.20 

3.6 

16.51 

0.50 

64 

215 

Kraft 

114.6* 

64>/4-19'/2 

49 

3.33 

14.7 

0.64 

1.88 

3.8 

13.29 

0.27 

07 

469 

Kroger 

30.2 

411/2-145/8 

25% 

1.82 

14.1 

0.12 

1.05 

4.1 

12.25 

0.48 

47 

154 

Laclede  Gas 

120.9 

401/2-ll% 

27% 

2.88 

9.6 

0.49 

2.10 

7.6 

21.09 

0.76 

59 

852 

Lafarge 

-9.7t 

16l/8-  6% 

10% 

1.34 

7.7 

0.39 

0.24 

2.3 

10.10 

0.97 

25 

NR 

Laidlaw  Industries 

179.1 

27'/2-  7>/4 

21% 

0.91 

23.8 

0.91 

0.20 

0.9 

6.12 

0.28 

38 

151 

Leggett  &  Piatt 

172.2 

367/s-  8'/s 

23% 

2.30 

10.1 

0.60 

0.56 

2.4 

11.38 

0.49 

IS 

NR 

Leslie  Fay  Cos 

NA 

17%-  4'/2 

6 

0.89 

6.7 

0.20 

none 

0.0 

4.80 

0.80 

94 

522 

Life  Investors 

75.2 

53    -27% 

491/2 

3.74 

13.2 

0.33 

0.24 

0.5 

41.07 

0.83 

79 

357 

Eli  Lilly 

145.2 

107%-26'/2 

70% 

4.43 

15.9 

2.45 

2.30 

3.3 

19.70 

0.28 

16 

4 

Limited 

387.5 

52%-  3'/s 

19% 

1.36 

14.3 

1.05 

0.24 

1.2 

6.58 

0.34 

37 

462 

Lincoln  National 

89.9 

62%-21»/8 

42% 

6.25 

6.8 

0.27 

2.36 

5.6 

44.54 

1.05 

79 

667 

Liquid  Air 

12.0 

37    -18'A 

21 

2.46 

8.5 

0.48 

1.60 

7.6 

23.63 

1.13 

83 

690 

Litton  Industries 

56.2 

108%-46% 

76% 

5.16 

14.9 

0.45 

none 

0.0 

40.28 

0.52 

8 

7 

Liz  Claiborne 

651.4 

39  Vs-  1% 

17% 

1.28 

13.6 

1.51 

0.18 

1.0 

2.87 

0.16 

65 

211 

Lockheed 

58.2 

61'/2-23'/8 

38% 

6.00 

6.4 

0.23 

1.40 

3.6 

28.44 

0.74 

50 

74 

Loews 

284.8 

96'/4-17'/4 

73% 

6.41 

11.5 

0.65 

1.00 

1.4 

36.07 

0.49 

42 

797 

Lone  Star  Industries 

-29.9 

4PA-15 

21% 

5.69 

3.8 

0.45 

1.90 

8.9 

38.09 

1.78 

92 

853 

Long  Island  Lighting 

-53.3 

17'/2-  3% 

8 

1.22 

6.6 

0.44 

none 

0.0 

27.99 

3.50 

10 

454 

Longs  Drug  Stores 

70.5 

41    -16% 

30% 

1.96 

15.5 

0.38 

0.80 

2.6 

13.74 

0.45 

74 

692 

Longview  Fibre 

112.8 

75    -17% 

41'/2 

5.58 

7.4 

0.82 

1.60 

3.9 

21.05 

0.51 

29 

424 

Loral 

48.1 

49^4-18% 

30% 

2.62 

11.7 

0.71 

0.64 

2.1 

15.11 

0.49 

«JR 

NR 

Lorimar-Telepictures 

NA 

325/s-  6% 

9% 

^3.32 

def 

0.55 

none 

0.0 

8.40 

0.87 

W 

807 

Louisiana  Land 

3.2t 

43'/8-22l/4 

28 

-1.03 

def 

1.14 

1.00 

3.6 

19.38 

0.69 

85 

598 

Louisiana-Pacific 

9.4 

39%-15'/2 

27% 

2.91 

9.4 

0.57 

0.80 

2.9 

24.86 

0.91 

•73 

443 

Louisville  G&E 

57.3 

44%-20!/s 

33% 

3.38 

9.9 

1.05 

2.66 

7.9 

26.03 

0.77 

60 

188 

Lowe's  Cos 

-9.7 

41%-16!/4 

18% 

1.47 

12.8 

0.31 

0.44 

2.3 

13.64 

0.73 

16 

955 

LTV 

-74.7 

19%-    l'/8 

2% 

-2.99 

def 

0.04 

none 

0.0 

-21.53 

NE 

.46 

717 

Lubrizol 

45.3 

42'/8-17'/2 

271/4 

2.07 

13.2 

1.09 

1.28 

4.7 

14.43 

0.53 

te:  Excep 

t  as  indicated,  price  changes  are  from  De 

c.  31,  1982  k 

>Nov  18.1987. 

NR:  Not  r 

inked  due  tc 

>  merger,  spi 

noff.  new  i 

>sue  or  conversion  to  st 

ock  compam 

Range  is 

period  since  such  change.     'Price  change  does 

lot  reflect  th 

e  value  of  shares  received 

n  a  spinoff. 

tFour-year 

price  char 

ge.     t+Three-year  pric 

e  change.     $Does  not 

lude  stock  dividends  given  in  another  company 

as  part  of  th 

e  dividend.     NA 

Not  avail 

ible.     NE:  Negative  equity     NM:  N 

ot  meaningful,    def:  C 

eficit. 

Sources  Forbes 

William  O'Neil  &  Co. 

9 

BES,  JANUARY  11,  1988 

205 

V 

\ 


i?K5« 


k.  ilMfcN^ 


tp*. 


x  •  \ 


tf 


v  ^T* 


\v\^v 


0« 


3609,  Norfolk,  VA"235aV-3609 
v  CWmffcmy,  and  North 

:  \  v 


Company,  and  North  American  Van  Lines  are  ■■ubsidiartes  of  Norfolk  Southern  Corporation. 
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Pathfinder. 


\  Y  /hen  you  have 
V  Va  guide  that 
really  knows  the  ter- 
ritory, the  search  for 
new  industrial  sites  is 
far  less  harrowing.  Norfolk  Southern, 
The  Thoroughbred  of  Transportation, 
has  thorough  knowledge  of  potential 
sites  in  the  areas  it  serves.  Its  industrial 
development  experts  have  an  enviable 
record  of  matching  available  resources 
with  your  needs — from  access  to  high- 
way systems  or  navigable  waterways  to 
special  utility  services.  They'll  find  areas 
where  the  work  force  is  especially 
receptive  to  your  business.  They'll  do  it 
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^> 

r 
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L     \  DETROIT^ 
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efficiently.  In 

confidence. 

Once  your  site  is 

selected,  you'll  have 

access  to  Norfolk 
Southern's  far-reaching  rail  system 
and  all  the  benefits  of  Thoroughbred 
Service.  That  means  excellent 
equipment  and  a  quick  response  to 
your  needs. 

For  more  information,  and  a  copy  of 
our  Capabilities  brochure,  call  John 
Anderson,  Norfolk  Southern's  Assistant 
Vice  President,  Industrial  Development, 
at  (404)  529-1591.  With  the  pathfinder, 
exploring  new  terrain  is  easy. 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


- 

Latest 

B, 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

val 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

ret 

87 

86 

!>2<>y 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

P' 

557 

389 

v  Stores 

42.9 

35%- 12% 

25 

$6.50 

3.8 

0.14 

$0.50 

2.0% 

$  7.08 

0 

69 

791 

•ns 

240.0 

58%-  9% 

42% 

2.61 

16.3 

0.50 

0.68 

1.6 

23.59 

0 

902 

Com 

-60.5 

35%-  7% 

9'/8 

-1.06 

def 

0.68 

0.24 

2.6 

10.63 

1 

856 

918 

Mack  Trucks 

-34.7t 

22%-  9l/s 

13% 

0.67 

20.7 

0.22 

none 

0.0 

15.99 

1. 

43 

69 

Macmillan 

303.3 

75%-  9% 

46% 

2.84 

16.4 

1.19 

0.72 

1.5 

13.22 

o 

845 

768 

Manhattan  Industries 

-30.2 

23    -  7>/2 

7% 

-0.96 

def 

0.12 

0.20 

2.6 

11.58 

1 

326 

108 

Manor  Care 

96.9 

25  '/2-  5% 

14 

1.07 

13.1 

1.10 

0.13 

0.9 

5.08 

0. 

839 

'60 

Manufacturers  Hanover 

-29.7 

57%-22% 

29!/4 

-25.95 

def 

0.19 

3.28 

11.2 

74.33 

2 

114 

98 

Manufacturers  Natl 

190.7 

53V4-11V6 

35  % 

3.43 

10.3 

0.59 

1.60 

4.5 

39.18 

1. 

910 

951 

Manville 

-71.9 

16%-  1% 

2% 

4.68 

0.6 

0.03 

none 

0.0 

35.89 

12 

381 

594 

Mapco 

78.7 

66%-21 

42 

2.83 

14.8 

0.57 

1.00 

2.4 

23.01 

0. 

28 

533 

Marine  Midland  Banks 

338.0 

82%- 18% 

82% 

-9.68 

def 

0.66 

2.04 

2.5 

62.17 

0 

6 

NR 

Marion  Laboratories 

723.6 

41'/2-  2% 

26 

0.70 

37.1 

6.10 

0.28 

1.1 

2.01 

0 

159 

125 

Marriott 

158.5 

43%- 10 

30'/4 

1.60 

18.9 

0.63 

0.16 

0.5 

7.59 

0 

160 

167 

Marsh  &  McLennan  Cos 

158.2 

76%- 17% 

53% 

4.02 

13.2 

1.91 

2.40 

4.5 

8.65 

0. 

642 

308 

Marsh  Supermarkets 

22.1 

21%-  m 

14 '/. 

1.47 

9.7 

0.09 

0.44 

3.1 

9.94 

o. 

212 

106 

Marshall  &  llsley 

132.8 

38%-10% 

26 

3.03 

8.6 

0.82 

0.84 

3.2 

19.43 

0 

289 

382 

Martin  Marietta 

108.3 

56%- 16% 

40% 

3.92 

10.3 

0.43 

1.10 

2.7 

15.35 

0. 

401 

307 

Masco 

73.6' 

40%- 1  1 % 

24% 

1.83 

13.5 

1.71 

0.40 

1.6 

8.84 

0. 

20 

NR 

Masco  Industries 

375.6tt 

18%-    1% 

11 

0.79 

14.0 

0.64 

none 

0.0 

3.69 

0. 

891 

832 

Mattel 

-51.9 

17'/«—  4% 

8 

-0.37 

def 

0.36 

none 

0.0 

3.21 

0. 

782 

568 

Maxicare  Health 

-17.lt 

28'/!-  6 

6% 

-1.49 

def 

0.13 

none 

0.0 

6.82 

1. 

NR 

NR 

Maxus  Energy 

NA 

16-6 

8% 

-6.04 

def 

0.82 

none 

0.0 

8.16 

0 

338 

121 

May  Dept  Stores 

89.4 

50%- 13% 

29% 

2.76 

10.8 

0.43 

1.14 

3.8 

17.01 

0 

3 

NR 

Mayfair  Super  Markets 

865.3 

26'/.-     % 

14% 

1.25 

11.8 

0.24 

none 

0.0 

2.62 

0. 

237 

181 

Maytag 

124.6 

32%-  8% 

21'/8 

1.86 

11.4 

0.87 

0.90 

4.3 

6.53 

0. 

493 

259 

MCA 

54.5 

64%-21% 

36  % 

1.78 

20.5 

1.09 

0.68 

1.9 

20.88 

0. 

614 

481 

McCormick  &  Co 

28.6 

51%-24% 

34% 

2.80 

12.2 

0.39 

1.00 

2.9 

22.59 

0. 

802 

910 

McDermott  lntl 

-20.3 

J3  -   13« 

1614 

-16.80 

def 

0.18 

1.80 

11.2 

27.94 

1. 

174 

227 

McDonald's 

148.8 

61%- 15% 

44% 

2.77 

16.0 

1.83 

0.50 

1.1 

12.58 

0. 

559 

336 

McDonnell  Douglas 

42.3 

91%-39% 

59% 

7.72 

7.7 

0.18 

2.32 

3.9 

70.12 

1. 

534 

491 

McGraw-Hill 

47.5 

84%-33% 

55% 

3.09 

18.0 

1.65 

1.68 

3.0 

17.03 

0.. 

880 

869 

MCI  Communications 

-47.1 

28':     5 

9% 

-1.68 

def 

0.72 

none 

0.0 

4.43 

0. 

577 

611 

McKesson 

39.1 

40'  »-16'/4 

28 

2.06 

13.6 

0.17 

1.28 

4.6 

17.60 

o: 

930 

932 

MCorp 

-86.2 

34%-  3 

3% 

^t.82 

def 

0.08 

none 

0.0 

23.25 

6. 

875 

NR 

MDC  Holdings 

^»5.5 

22'/!-  6 

6% 

1.14 

5.9 

0.18 

0.40 

5.9 

11.05 

1. 

92 

403 

Mead 

209.3 

48%-  9% 

29 

2.29 

12.6 

0.45 

0.66 

2.3 

16.91 

0. 

101 

464 

Media  General 

198.9 

48'/*-  9% 

32% 

-1.27 

def 

1.31 

0.34 

1.0 

11.15 

0.. 

783 

689 

Mellon  Bank 

-17.1 

72%-28 

31% 

-22.09 

def 

0.27 

1.40 

4.5 

64.16 

2.' 

497 

248 

Melville 

54.1 

84    -30% 

54% 

4.74 

11.5 

0.52 

1.76 

3.2 

23.29 

0, 

560 

386 

Mercantile  Bancorp 

42.1 

37%- 13% 

19% 

-0.07 

del 

0.47 

1.40 

7.2 

29.58 

1.. 

299 

109 

Mercantile  Stores 

105.2 

-15 

38 

3.26 

11.6 

0.67 

0.70 

1.8 

20.84 

0 

42 

421 

Merck 

304.1 

223    -39!* 

171 

6.19 

27.6 

4.85 

3.20 

1.9 

18.83 

0. 

371 

209 

Meredith 

80.1 

43V4-13V4 

26 

1.85 

14.0 

0.83 

0.56 

2.2 

17.18 

0.> 

382 

500 

Meridian  Bancorp 

78.4t 

i-  9'/t 

18% 

2.55 

7.4 

0.68 

1.00 

5.3 

16.42 

0.1 

888 

881 

Meritor  Financial 

-51.lt 

13%-  4'/! 

5% 

-10.19 

def 

0.11 

0.20 

3.6 

27.67 

5.1 

830 

465 

Merrill  Lynch 

-26.2 

56%  21 

22% 

538 

4.1 

0.22 

1.00 

4.5 

26.56 

1. 

NR 

NR 

Fred  Meyer 

NA 

12 

1.21 

9.9 

0.15 

none 

0.0 

8.61 

0. 

143 

572 

Michigan  National 

168.1 

10% 

35% 

4.41 

8.1 

0.62 

1.40 

3.9 

30.74 

0.; 

874 

799 

Middle  South  I  tils 

-45.3 

16'. 

2  15 

3.8 

0.48 

none 

0.0 

21.28 

2.( 

175 

145 

Midlantic  Banks 

148.7 

52V4-14H 

35  Vt 

4.09 

8.6 

0.85 

1.48 

4.2 

27.70 

0. 

522 

NR 

Midwest  1  nerg\ 

49.8 

26    -10% 

17% 

1.47 

11.7 

0.68 

1.52 

8.9 

12.08 

0. 

288 

349 

Ilirnun  Miller 

108.3 

31     -  8 

17% 

1.42 

12.6 

0.73 

0.44 

2.5 

8.69 

0. 

412 

558 

Minn  Mining  &  Mfg 

70.3 

l4Vi 

3.88 

16.4 

1.60 

1.86 

2.9 

19.53 

0.. 

5 

1 

Minstar 

734.1 

35%-  1% 

18% 

0.19 

96.1 

0.52 

none 

0.0 

13.87 

o: 

870 

913 

Mitchell  Energy 

-42.2 

33%-  8% 

8% 

0.12 

74.0 

0.76 

0.24 

2.7 

12.02 

1.. 

124 

175 

MNC  Financial 

179.8 

50'/K       H': 

32% 

4  B2 

6.8 

0.62 

1.56 

4.7 

28.68 

0.1 

540 

659 

Mobil 

46.3 

55    -22% 

2.63 

14.0 

0.31 

2.20 

6.0 

37.28 

1.1 

2^5 

133 

Mohatco 

112.8 

6% 

15% 

0.85 

17.9 

0.26 

0.28 

1.8 

16.39 

1.1 

38K 

141 

Monarch  Capital 

77.1 

^1   .-23% 

42% 

7.11 

6.0 

0.14 

none 

0.0 

47.38 

l.i 

336 

515 

Monsanto 

90.5 

100%-37% 

72% 

5.29 

13.7 

0.77 

2.80 

3.9 

48.69 

0.( 

641 

682 

Montana  Power 

22.2 

43%- 16% 

2.30 

13.8 

1.13 

2.68 

8.5 

31.78 

l.( 

594 

SN4 

Moor  c  orp 

34.1 

27%-  1  1   > 

1.30 

14.2 

0.77 

0.76 

4.1 

11.01 

0( 

Moon  Mc<  otnwch 

-16.7 

29'/!-14i/i 

ISM 

1.71 

11.0 

0.47 

0.52 

2.8 

26.41 

u 

252 

IP  Morgan  &  Co 

110.4 

53%- 14% 

35% 

1.21 

193 

0.97 

1.36 

3.8 

27.42 

a; 

i  31,  1982  o 

>No\   is.  1987 

NR  Not  i 

inked  due  to  merger,  spinoff!  new  >> 

sue  or  conversion  to  su 

>ck  company 

Rang 

ge  iIih-s  i 

mi  reflect  th 

value  .'i  shares  received 

n  .i  spinofi 

Foui  ye  u 

ge.     ttThrci 

•  year  pric 

?  change,     t'^MS 

inp.im 

iv  pan  <>t  tin 

•  dividend     w 

Not  avail: 

ible,    M-.  Negative  equitj     NM  N 

oi  meaningful     del  n 

efidt 

Sources  Forbes, 

William  O  Neil 
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Latest 

Book 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value/ 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price 

NR 

Morgan  Stanley 

NA 

85%-45 

48% 

$10.14 

4.8 

0.40 

$0.80 

1.6% 

$31.68 

0.65 

237 

Morrison 

43.3 

24'/g-  9% 

17'/8 

1.16 

14.7 

0.52 

0.40 

2.3 

8.64 

0.51 

656 

Morrison-Knudsen 

39.7 

55%-23% 

33% 

-4.20 

def 

0.19 

1.48 

4.4 

39.74 

1.17 

199 

Morton  Thiokol 

127.6 

S4%-16 

37% 

3.05 

12.4 

0.87 

0.84 

2.2 

19.87 

0.53 

579 

Motorola 

47.9 

74    -26% 

42% 

2.09 

20.5 

0.85 

0.64 

1.5 

21.48 

0.50 

295 

Munford 

56.5 

37%-10'/4 

17% 

-0.57 

def 

0.15 

0.54 

3.1 

13.82 

0.80 

850 

Murphy  Oil 

7.0 

42%-20'/4 

24% 

-5.60 

def 

0.60 

1.00 

4.0 

23.12 

0.93 

228 

Nacco  Industries 

153.3 

32%-  8'/« 

21 

3.98 

5.3 

0.37 

0.52 

2.5 

19.57 

0.93 

800 

Nalco  Chemical 

3.4 

45!4-21 

30 

1.88 

16.0 

1.47 

1.20 

4.0 

10.38 

0.35 

154 

Nash  Finch 

204.4 

27    -  5'/2 

17Vi 

1.53 

11.2 

0.09 

0.58 

3.4 

11.34 

0.66 

331 

Nashua 

405.0 

40%-  47/s 

25% 

2.42 

10.7 

0.30 

0.28 

1.1 

18.23 

0.70 

212 

National  City 

196.7 

38V4-  9 

28  % 

2.89 

9.7 

0.81 

1.20 

4.3 

20.79 

0.74 

708 

Natl  Convenience 

-1.5 

18Vi-  6 

7% 

-0.25 

def 

0.21 

0.36 

4.6 

3.27 

0.42 

612 

National  Distillers 

130.1 

88    -22% 

56% 

6.81 

8.3 

0.78 

2.20 

3.9 

29.77 

0.53 

287 

National  Fuel  Gas 

162.2 

24    -  6% 

18Vi 

1.49 

12.2 

0.64 

1.20 

6.6 

14.14 

0.77 

899 

National  Intergroup 

-32.9 

37%-10% 

11% 

-1.20 

def 

0.06 

0.25 

2.1 

33.95 

2.89 

582 

National  Medical 

-15.4 

32%-17% 

19% 

0.90 

21.8 

0.50 

0.64 

3.3 

12.47 

0.64 

648 

Natl  Semiconductor 

67.1 

22%-  6% 

12Vi 

-0.29 

def 

0.66 

none 

0.0 

8.05 

0.66 

168 

National  Service 

110.6 

28%-  8% 

19% 

1.54 

12.8 

0.73 

0.64 

3.2 

9.39 

0.48 

847 

National-Standard 

-23.5 

18-7 

7% 

-2.83 

def 

0.11 

none 

0.0 

19.85 

2.56 

866 

Navistar  Intl 

0.0 

14%-  3% 

4'/4 

-0.17 

def 

0.29 

none 

0.0 

-0.25 

NE 

183 

NBD  Bancorp 

187.6 

40'/8-  9% 

29 

3.42 

8.5 

0.72 

1.20 

4.1 

29.24 

1.01 

312 

NCNB 

105.3 

29 '/s-  87/s 

19'/4 

2.45 

7.9 

0.68 

0.92 

4.8 

16.42 

0.85 

128 

NCR 

198.8 

87'/4-19% 

64'/4 

4.11 

15.6 

1.10 

1.00 

1.6 

25.50 

0.40 

NR 

Neiman-Marcus  Group 

NA 

45*4-12% 

13% 

-1.20 

def 

0.38 

0.20 

1.5 

NA 

NA 

395 

New  England  Electric 

50.4 

35%-14% 

25 

3.15 

7.9 

0.95 

2.04 

8.2 

20.24 

0.81 

485 

NY  State  E&G 

17.9 

38Vi-14% 

25  Vi 

-1.68 

def 

1.08 

2.64 

10.4 

25.86 

1.01 

63 

New  York  Times 

198.7 

49%-  9 

28  Vi 

1.87 

15.2 

1.41 

0.44 

1.5 

8.59 

0.30 

732 

Newmont  Mining 

16.4* 

102%-15Vi 

32 

3.78 

8.5 

4.38 

0.60 

1.9 

23.85 

0.75 

707 

Niagara  Mohawk  Power 

-16.0 

251/2-ll% 

13% 

0.98 

13.4 

0.64 

1.20 

9.1 

20.23 

1.54 

839 

Nicor 

-13.6 

34'/2-19 

23% 

2.57 

9.3 

0.47 

1.80 

7.5 

17.85 

0.75 

829 

NIKE 

-25.2 

24%-  3% 

16% 

1.19 

14.2 

0.71 

0.40 

2.4 

8.90 

0.53 

956 

XL  Industries 

-68.7 

21%-  3% 

5% 

-1.09 

def 

0.27 

0.20 

3.5 

5.91 

1.03 

56 

Nordstrom 

242.2 

40%-  5% 

20% 

1.37 

15.1 

0.92 

none 

0.0 

5.57 

0.27 

683 

Norfolk  Southern 

27.4 

38%-16% 

23  Vi 

2.27 

10.2 

1.08 

1.20 

5.2 

26.78 

1.15 

378 

Norstar  Bancorp 

100.2 

35%-12'/2 

26 

2.98 

8.7 

0.90 

1.40 

5.4 

19.52 

0.75 

585 

Nortek 

0.8 

19%-  5 

8'/8 

1.26 

6.4 

0.10 

0.10 

1.2 

14.83 

1.82 

289 

Northeast  Utilities 

76.3 

28'/4-10% 

21% 

2.30 

9.3 

1.14 

1.76 

8.2 

17.34 

0.81 

798 

No  Indiana  Pub  Svc 

-29.7 

15%-  8 

8% 

0.62 

14.3 

0.45 

0.60 

6.8 

13.16 

1.48 

288 

No  States  Power 

109.2 

401/8-14'/4 

31% 

3.21 

9.8 

1.11 

2.02 

6.4 

20.81 

0.66 

216 

Northern  Trust 

151.7 

51    -14% 

37% 

-1.40 

def 

0.71 

0.92 

2.4 

28.76 

0.76 

412 

Northrop 

16.4 

56%-21% 

29  Vi 

1.47 

19.9 

0.23 

1.20 

4.1 

19.29 

0.66 

445 

No'western  Natl  Life 

75.2 

36V4-14% 

24% 

4.07 

6.1 

0.22 

0.96 

3.9 

33.25 

1.34 

906 

Northwestern  Steel 

-18.0 

26%-  8 

16Vi 

0.72 

22.9 

0.31 

none 

0.0 

22.23 

1.35 

840 

Norton 

23.4 

60Vi-30% 

40Vi 

-1.33 

def 

0.71 

2.00 

5.0 

21.92 

0.54 

681 

Norwest 

44.2 

48    -21  Vi 

35  Vi 

-1.83 

def 

0.46 

1.80 

5.1 

38.42 

1.08 

686 

Nucor 

61.4 

49Vi-17% 

33% 

2.15 

15.6 

0.90 

0.36 

1.1 

18.16 

0.54 

510 

NWA 

-20.5 

76    -33  Vi 

37% 

4.05 

9.2 

0.22 

0.90 

2.4 

46.29 

1.24 

540 

Nynex 

118.7t 

78%-29% 

67Vi 

6.14 

11.0 

1.15 

3.80 

5.7 

43.75 

0.65 

790 

Occidental  Petroleum 

27.2 

39%-18 

25  Vs 

0.83 

30.3 

0.31 

2.50 

9.9 

24.79 

0.99 

636 

Ogden 

80.4 

44%-12% 

25  Vi 

5.49 

4.6 

1.20 

1.00 

4.0 

10.02 

0.40 

411 

Ogilvy  Group 

61.0 

45 'A- 14% 

23% 

1.91 

12.4 

0.48 

0.84 

3.5 

11.61 

0.49 

597 

Ohio  Casualty 

79.6 

491/4-17% 

38  Vi 

5.01 

7.7 

0.56 

1.68 

4.4 

26.80 

0.70 

624 

Ohio  Edison 

44.6 

23  Vi-  9% 

20Vi 

2.60 

7.8 

1.71 

1.96 

9.7 

16.96 

0.84 

0 

405 

Oklahoma  G&E 

54.8 

38%-167/s 

30 

2.56 

11.7 

1.26 

2.18 

7.3 

20.43 

0.68 

8 

457 

Old  Republic  Intl 

45.2 

38%-137/8 

22% 

4.68 

4.9 

0.36 

0.74 

3.3 

27.38 

1.20 

4 

593 

Olin 

53.2 

56%-23 

36 

3.04 

11.8 

0.47 

1.60 

4.4 

30.56 

0.85 

R 

NR 

Omnicom  Group 

NA 

28%-16Vi 

17% 

1.07 

16.5 

0.56 

0.98 

5.6 

7.11 

0.40 

0 

748 

Oneok 

-4.2 

44    -20 

25  Vi 

1.36 

18.8 

0.61 

2.56 

10.0 

24.71 

0.97 

•4 

368 

Orange  &  Rockland 

58.3 

40    -17 

29% 

2.93 

10.2 

0.82 

2.22 

7.4 

21.72 

0.73 

2 

587 

Orion  Capital 

-10.0 

40%-13% 

14% 

-6.73 

def 

0.19 

0.76 

5.2 

17.70 

1.21 

0 

269 

Outboard  Marine 

24.7 

38Vi-13Vi 

18 

2.56 

7.0 

0.27 

0.64 

3.6 

23.06 

1.28 

R 

NR 

Owens-Corning 

NA 

32%-  8% 

14 

4.88 

2.9 

0.18 

none 

0.0 

-25.94 

NE 

5 

384 

Oxford  Industries 

1.8 

257/s-10V2 

11% 

0.96 

11.6 

0.21 

0.50 

4.5 

11.84 

1.06 

2 

739 

Paccar 

28.9 

78'/4-38'/2 

53 

5.70 

9.3 

0.42 

1.60 

3.0 

40.54 

0.76 

:  Except  as  indicated,  price  changes  are  fr<  mi  1  )t 

C  31.1982  k 

.Nov  18.198". 

NR:  Not  r 

inked  due  tc 

merger,  spinoff,  new  i. 

>sue  or  conversion  to  st 

ack  company 

Range  is 

•eriod  since  such  change.     'Price  change  does 

lot  reflect  th 

e  value  of  shares 

received 

n  a  spinoff 

fFour  year 

price  chan 

ge.     ttThree-year  pric 

e  change     ±Does  not 

ct. 

pecial  cash 

dividend  of  $33  paid  in  198"  Pi 

ice  change  \ 

vould  have  been  136.4%. 

na  Not  available    NT. 

Negative  t 

'quiry      NM 

Not  mean 

ngful.    def:  Deficit. 

Sources.  Forbes 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


Latest 

Be 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

val 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

rec 

87 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

pr 

NR 

NR 

PACE  Membership 

NA 

21  to-  3% 

6 

$0.05 

NM 

0.11 

none 

0.0% 

$7.05 

1. 

621 

441 

Pacific  G&E 

26.2 

27%-12 

17% 

1.50 

11.8 

0.90 

$1.92 

10.8 

19.06 

1. 

386 

629 

Pacific  Lighting 

77.6 

61to-27% 

50% 

3.81 

13.2 

0.57 

3.48 

6.9 

26.25 

0. 

691 

766 

Pacific  Resources 

7.9 

17%-  5% 

8% 

0.15 

55.9 

0.16 

0.05 

0.6 

10.06 

1. 

316 

580 

Pacific  Telesis 

lOO.Ot 

33%- 12% 

27% 

2.52 

11.0 

1.33 

1.64 

5.9 

18.01 

0. 

472 

539 

PacifiCorp 

57.4 

39    -20 

33  to 

3.69 

9.0 

1.06 

2.52 

7.6 

24.71 

0. 

881 

499 

PaineWebber  Group 

-47.4 

49to-13to 

16% 

2.66 

6.3 

0.20 

0.52 

3.1 

21.28 

1. 

705 

526 

Pan  Am 

3.4 

9'A-  2% 

3% 

-1.59 

def 

0.15 

none 

0.0 

0.06 

0. 

NR 

NR 

Panhandle  Eastern 

NA 

34%-18to 

23 

-0.05 

def 

0.69 

2.00 

8.7 

18.92 

0. 

306 

655 

Parker-Hannifin 

103.5 

49    -12% 

29 

1.94 

14.9 

0.68 

0.80 

2.8 

16.50 

0. 

NR 

NR 

Pay'n  Save 

NA 

16'/4-  4 

4% 

-2.73 

def 

0.11 

none 

0.0 

6.02 

1. 

868 

480 

Payless  Cashways 

-41.9 

34!/2-12 

12% 

1.20 

10.6 

0.26 

0.16 

1.3 

10.67 

0. 

439 

534 

Penn  Central 

64.5 

68%-24'/2 

43% 

3.12 

13.9 

1.02 

0.05 

0.1 

54.58 

1. 

340 

305 

JC  Penney 

89.1 

66    -20% 

45% 

3.98 

11.5 

0.45 

1.48 

3.2 

29.01 

0. 

444 

459 

Pennsylvania  P&L 

63.1 

43%-19'/2 

34!/4 

3.31 

10.3 

1.23 

2.68 

7.8 

25.71 

0. 

586 

571 

Pennwalt 

35.6 

68 1/4-29 

40V2 

3.57 

11.3 

0.39 

2.40 

5.9 

31.59 

0. 

323 

692 

Pennzoil 

97.9 

95    -30% 

69 '/2 

1.28 

54.3 

1.70 

2.20 

3.2 

16.79 

0. 

355 

272 

Pentair 

84.1 

32%- 10 

18% 

1.64 

11.4 

0.21 

0.69 

3.7 

16.82 

0. 

425 

313 

Peoples  Energy 

67.1 

26%-  8% 

16  to 

1.66 

9.9 

0.46 

1.44 

8.7 

14.02 

0. 

47 

NR 

Pep  Boys 

291.2 

18%-  2% 

12'/2 

1.13 

11.1 

1.31 

0.08 

0.6 

3.80 

0. 

134 

479 

PepsiCo 

174.8 

421/4-10% 

32% 

2.14 

15.3 

0.77 

0.68 

2.1 

7.91 

0. 

798 

NR 

Perini 

-19.4tt 

35to-21to 

22% 

2.25 

9.9 

0.10 

0.80 

3.6 

26.50 

1. 

800 

815 

Perkin-Elmer 

-20.2 

411/8-17% 

22% 

-0.40 

def 

0.77 

0.60 

2.7 

15.34 

0. 

727 

156 

Perry  Drug  Stores 

-0.5 

20%-  4% 

5% 

-0.30 

def 

0.08 

0.22 

3.8 

8.17 

1. 

440 

271 

Petrie  Stores 

64.1 

40    -11% 

21  to 

1.55 

13.6 

0.79 

0.70 

3.3 

11.07 

0. 

518 

492 

Pfizer 

50.6 

77    -29% 

51% 

4.20 

12.4 

1.78 

1.80 

3.5 

20.70 

0. 

583 

912 

Phelps  Dodge 

36.9 

56    -12% 

38 '/2 

2.03 

19.0 

0.90 

0.60 

1.6 

30.04 

0 

816 

727 

PHH  Group 

-23.0 

47    -18 

28% 

2.41 

12.0 

0.34 

1.08 

3.7 

17.29 

0 

676 

643 

Philadelphia  Elec 

13.2 

26-9 

19'/4 

2.25 

8.6 

1.17 

2.20 

11.4 

18.48 

0 

106 

318 

Philip  Morris  Cos 

197.1 

124'/:-27 

89 '/s 

7.30 

12.2 

0.95 

3.60 

4.0 

23.77 

0. 

207 

NR 

Philips  Industries 

133.6 

23%-  5 '/4 

14% 

1.41 

10.5 

0.61 

0.44 

3.0 

6.43 

0. 

720 

864 

Phillips  Petroleum 

1.1 

18%-  8'/4 

11 

-0.03 

def 

0.25 

0.60 

5.5 

7.49 

0. 

206 

73 

Phillips-Van  Heusen 

134.1 

26 '/2-  3'/4 

9'/8 

2.87 

3.2 

0.30 

0.28 

3.1 

10.87 

1. 

173 

164 

Pillsbury 

149.0 

48%-10% 

31'/8 

2.49 

12.5 

0.43 

1.12 

3.6 

16.00 

Or 

674 

688 

Pinnacle  West 

13.8 

32%-14'/2 

27% 

3.18 

8.7 

1.82 

2.80 

10.1 

25.84 

0. 

623 

777 

Pioneer  Hi-Bred  Intl 

25.5 

4344-21  V« 

29  to 

1  69 

17.5 

1.12 

1.04 

3.5 

15.99 

0. 

105 

71 

Pitney  Bowes 

198.4 

501/4-10'/! 

34i/8 

4.00 

8.5 

1.21 

0.76 

2.2 

11.59 

0. 

834 

921 

Pittston 

-27.3 

18'/4-  9% 

10 

0.33 

30.3 

0.29 

none 

0.0 

13.57 

1. 

613 

570 

Pittway 

28.7 

1 16%--49'/i 

65'/! 

6.36 

10.3 

0.48 

1.80 

2.7 

61.50 

0. 

416 

552 

PNC  Financial 

69.7t 

51     -15% 

36to 

4.07 

8.9 

1.15 

1.68 

4.6 

24.57 

0. 

406 

210 

Polaroid 

71.3 

42%-12'/8 

21% 

2.50 

8.7 

0.76 

0.60 

2.8 

16.07 

0. 

517 

358 

Portland  General 

50.8 

36%- 13 

23 

1.82 

12.6 

1.39 

1.96 

8.5 

18.58 

0 

578 

600 

Potlatch 

38.8 

41%- 12% 

25  to 

3.68 

6.9 

0.69 

0.92 

3.6 

20.10 

0. 

170 

180 

Potomac  Electric 

150.7 

29V8-  8i/8 

22% 

2.18 

10.5 

1.60 

1.30 

5.7 

11.84 

0 

161 

165 

PPG  Industries 

158.0 

121/2 

33% 

3.56 

9.4 

0.79 

1.20 

3.6 

16.57 

0 

NR 

NR 

Premark  Intl 

NA 

3 IV,- 17 1/2 

22  to 

-1.48 

def 

0.36 

0.32 

1.4 

16.83 

0 

774 

NR 

Premier  Bancorp 

-14.6 

20i/ 

8% 

-0.19 

def 

0.47 

none 

0.0 

12.99 

1 

220 

313 

Price  Co 

131.3 

55%-  8% 

27% 

1.50 

18.5 

0.42 

none 

0.0 

6.18 

0 

234 

219 

Primark 

125.1 

29'/8-  7% 

18% 

2.57 

7.2 

0.26 

1.30 

7.1 

23.00 

1 

861 

819 

Prime  Computer 

-38.8 

31     -11% 

14 '/g 

1.17 

12.1 

0.74 

none 

0.0 

9.08 

0 

393 

410 

I'f  Mill   Ml  .1 

75.7 

53'/!- 15 1/8 

271/8 

4.40 

6.2 

0.42 

1.60 

5.9 

23.29 

0 

539 

605 

Procter  &  Gamble 

46.3 

\03'/i-AS% 

86to 

2.35 

36.8 

0.84 

2.70 

3.1 

33.96 

0 

36 

NR 

Progressive 

317.3 

38'/!-  7% 

30to 

3.32 

9.2 

0.97 

0.40 

1.3 

11.13 

0 

618 

626 

Provident  Life  &  Ace 

26.7 

33      i  I   - 

16 

3.54 

4.5 

0.25 

0.84 

5.3 

27.00 

1 

815 

668 

PS  Group 

-22.9 

38'/4-15 

23  \ 

6.25 

3.8 

0.41 

0.60 

2.5 

27.77 

1 

658 

762 

Public  Service  Colo 

18.0 

24'/4-16 

20to 

2.72 

7.5 

0.65 

2.00 

9.8 

15.29 

0 

868 

Public  Service  lnd 

-48.2 

27%-   6  i 

12% 

2.17 

5.9 

0.66 

none 

0.0 

2.26 

0 

'MS 

905 

Public  Service  NH 

-78.6 

20    -  2to 

3% 

2.27 

1.7 

0.27 

none 

0.0 

19.61 

5 

789 

698 

Public  Service  NM 

-18.3 

39!  i   19! 

21  1/4 

2.66 

8.0 

1.25 

2.92 

13.7 

26.51 

1 

457 

136 

Public  Svc  Enterprise 

60.5 

32'/8-13% 

24% 

1.73 

14.4 

1.19 

2.00 

8.0 

17.93 

0, 

287 

64 

Pueblo  International 

108.8 

281*-  6'/: 

17', 

1.86 

9.5 

0.08 

0.20 

1.1 

15.62 

0. 

626 

649 

Puget  Sound  P&L 

25.2 

25 '/4-  9'/. 

19'/4 

1.59 

12.1 

1.41 

1.76 

9.1 

15.29 

0 

389 

273 

Pullman 

76.7 

10%-  2% 

4% 

0.38 

12.5 

0.37 

0.12 

2.5 

4.01 

0 

903 

169 

Pulte  Home 

-60.6 

37to-  6% 

7% 

0.90 

8.5 

022 

0.12 

1.6 

7.94 

1 

IS 

in 

Quaker  Oats 

318.7 

57%-10'/4 

44% 

2.77 

16.2 

0.75 

1.00 

2.2 

17.34 

0 

Nc* 

IS  null 
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"If  a  securities  trader's 
phone  goes  dead,  he's  dead. 

"That's  why  4  out  of  5 
major  trading  firms  count 
on  communication  systems 
from  Contel!' 


P 


When  a  securities  trader's  phone 
lights  up,  millions  of  dollars  can  be  on 
the  line. 

And  usually,  there's  not  just  one  line, 
but  hundreds  of  them:  to  exchanges,  to 
buyers  and  sellers,  to  other  brokers  in- 
volved in  a  transaction. 

Contel  IPC  makes  the  special  phone 
systems  (called  trader  turrets)  used  by 
nearly  every  major  trading  firm.  They're 
fast,  they're  flexible,  but  most  important, 
when  a  deal's  going  down,  they  don't. 

Today's  big  firms  trade  just  about 
everything.  But  one  thing  they  won't 
trade  is  the  reliability  they  get  from 
Contel  IPC. 

To  learn  more  about  Contel,  write  to 
Contel  Corporate  Communications,  PO. 
Box  105194,  Atlanta,  GA  30348. 


©  W  Cornel  Corporation 


WHO'S  WHERE  IN  THE  STOCK  MARKET 


Latest 

Bo 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

vali 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

reci 

87 

86 

pany 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

pn 

733 

502 

Quaker  State  Oil 

-3.2 

31%-12% 

15% 

$-1.55 

def 

0.48 

$0.80 

5.2% 

$14.83 

0.! 

365 

43i 

Questar 

80.8 

46%-15% 

31% 

2.11 

15.0 

1.25 

1.88 

5.9 

23.72 

0. 

46 

53 

Ralston  Purina 

292.9 

94    -16% 

68% 

7.27 

9.5 

0.83 

1.24 

1.8 

13.10 

0. 

669 

784 

Rama  da 

14.7 

11%-  4 

5% 

0.26 

22.6 

0.32 

none 

0.0 

7.59 

1 

417 

71R 

Raychem 

69.5 

54%- 15% 

37% 

2.39 

15.7 

1.37 

0.24 

0.6 

16.07 

0, 

511 

630 

Raytheon 

52.2 

84%-34% 

68% 

5.76 

11.8 

0.66 

1.80 

2.6 

26.39 

S: 

NR 

NR 

Reebok  International 

NA 

25%-  2% 

10% 

1.47 

7.4 

0.95 

0.20 

1.8 

2.82 

NR 

NR 

Reliance  Group 

NA 

11%-  5 

6% 

2.05 

3.0 

0.13 

0.24 

3.9 

4.35 

0 

442 

521 

Republic  New  York 

63.8 

57%-21 

41% 

1.22 

34.0 

0.81 

1.16 

2.8 

33.18 

0 

.rs 

275 

Resorts  Intl 

13.4 

77    -21% 

25% 

-2.88 

def 

0.36 

none 

0.0 

15.97 

Oj 

693 

NR 

Reynolds  &  Reynolds 

7.3 

41'/2-12% 

16% 

1.91 

8.6 

0.57 

0.76 

4.6 

16.14 

0.! 

68 

573 

Reynolds  Metals 

241.9 

613/4-12% 

43% 

4.08 

10.6 

0.60 

0.60 

1.4 

26.28 

0.. 

429 

460 

Riggs  National 

66.7 

41%-11% 

20 

0.86 

23.3 

0.61 

1.10 

5.5 

23.85 

1. 

259 

255 

Rite  Aid 

116.5 

46%-14% 

33% 

3.17 

10.5 

0.67 

0.66 

2.0 

10.96 

0.. 

191 

372 

R|R  Nabisco 

141.4' 

71%-18% 

49% 

4.77 

10.3 

0.78 

1.92 

3.9 

21.22 

0.' 

704 

621 

RLC 

4.2 

12%-  4% 

6% 

0.26 

24.0 

0.26 

0.20 

3.2 

6.59 

1. 

726 

613 

Roadway  Services 

-0.4 

45%-23% 

28% 

1.44 

19.8 

0.63 

1.10 

3.9 

16.28 

0.: 

879 

934 

HH  Robertson 

-46.5 

48%-10% 

14% 

-3.05 

def 

0.15 

none 

0.0 

15.23 

l.( 

768 

871 

AH  Robins 

-12.7 

29%-  5% 

15% 

3.58 

4.3 

0.45 

none 

0.0 

2.03 

0. 

741 

640 

Rochester  G&E 

-4.4 

29%-12% 

16% 

1.51 

10.8 

0.66 

1.50 

9.2 

24.93 

1, 

380 

401 

Rockwell  Intl 

78.8 

31    -10 

19 

2.27 

8.4 

0.44 

0.66 

3.5 

10.89 

0. 

217 

207 

Rohm  &  Haas 

131.8 

53%-12% 

30% 

2.73 

11.0 

0.97 

0.92 

3.1 

14.53 

o 

178 

88 

Rohr  Industries 

145.6 

39    -  6% 

17% 

1.53 

11.4 

0.47 

none 

0.0 

19.54 

1. 

456 

NR 

Rollins 

60.5U 

24%-  6% 

15% 

0.91 

16.8 

1.01 

0.50 

3.3 

1.92 

0. 

95 

62 

Roper  Corp 

206.5 

29%-  5% 

16% 

2.12 

7.7 

0.21 

0.60 

3.7 

9.23 

0.. 

516 

466 

Rorer  Group 

51.6 

58%-21% 

3  7 '/8 

1.17 

31.7 

0.89 

1.16 

3.1 

17.90 

0, 

80 

28 

Rose's  Stores 

221.0 

23-3 

9% 

1.19 

8.1 

0.15 

0.21 

2.2 

8.80 

0. 

NR 

NR 

Ross  Stores 

NA 

20%-  3% 

4% 

-1.33 

def 

0.24 

none 

0.0 

3.30 

O.i 

108 

85 

Rubbermaid 

196.7 

35    -  7% 

22% 

1.11 

20.0 

1.71 

0.36 

1.6 

4.91 

0. 

334 

449 

Ruddick 

91.8 

21%-  8% 

17% 

1.50 

11.6 

0.16 

0.45 

2.6 

12.39 

0. 

506 

162 

Ryder  System 

52.8 

43    -1244 

24% 

2.28 

10.6 

0.43 

0.52 

2.2 

14.69 

Oj 

341 

258 

Rykoff-Sexton 

88.9 

32%-  8% 

19% 

1.38 

13.9 

0.12 

0.60 

3.1 

13.60 

0. 

652 

78 

Ryland  Group 

19.3 

33    -  6% 

14% 

2.65 

5.5 

0.22 

0.40 

2.8 

8.30 

0. 

236 

326 

Safeco 

125.0 

38  -11% 

29% 

4.61 

6.3 

0.78 

0.96 

3.3 

19.68 

1 

468 

685 

St  Paul  Cos 

57.9 

60    -19 

48% 

6.51 

7.4 

0.66 

1.76 

3.6 

31.15 

831 

253 

Salomon 

-26.7 

59%- 17% 

18% 

1.96 

9.3 

0.43 

0.64 

3.5 

22.72 

1.. 

349 

280 

San  Diego  G&E 

86.3 

42 'A- 16% 

32% 

2.95 

10.9 

1.01 

2.50 

7.8 

21.59 

0.. 

332 

752 

Santa  Fe  Southern 

91.9t 

65    -20'/. 

50% 

0.06 

NM 

1.44 

1.00 

2.0 

32.11 

0.. 

86 

117 

Sara  Lee 

213.6 

49%-  9% 

35% 

2.41 

14.7 

0.40 

1.20 

3.4 

13.29 

0., 

240 

352 

Savannah  Foods 

123.9 

37%-ll% 

25% 

1.91 

13.5 

0.21 

0.88 

3.4 

16.86 

0.! 

934 

937 

Savin 

-91.3 

9%-     % 

% 

-0.01 

def 

0.05 

none 

0.0 

-*.22 

r> 

397 

355 

Scana 

74.3 

42%- 17 

31% 

3.33 

9.4 

1.12 

2.32 

7.4 

20.77 

214 

299 

Schering-Plough 

132.4 

55%-16% 

45% 

3.06 

15.0 

2.04 

1.20 

2.6 

12.48 

836 

908 

Schlumberger 

-29.2 

62%-26 

33 

-7.70 

def 

2.19 

1.20 

3.6 

14.67 

656 

422 

SCI  System-, 

18.5 

23%-  6% 

11% 

0.80 

14.7 

0.42 

none 

0.0 

6.39 

77 

149 

Scott  Paper 

225.9 

87    -18% 

66 

5.74 

11.5 

0.60 

1.36 

2.1 

37.14 

0. 

857 

751 

Scotty's 

-36.6 

21%-10 

12% 

0.76 

16.1 

0.34 

0.52 

4.2 

11.84 

0. 

645 

NR 

Seagate  Technology 

21.4 

45%-  4 

12% 

2.61 

4.9 

0.61 

none 

0.0 

7.36 

0. 

223 

225 

Seagram 

128.8 

82%-24 

56% 

4.85 

11.6 

2.01 

1.10 

2.0 

41.42 

0. 

651 

652 

Sealed  Power 

19.3 

39%- 19% 

26% 

2.84 

9.4 

0.45 

1.10 

4.1 

22.23 

o.. 

640 

360 

Sears,  Roebuck 

22.4 

59%-27 

36% 

4.31 

8.6 

0.29 

2.00 

5.4 

33.98 

1 

301 

525 

Seaway  Food  Town 

104.3 

31    -11 

23% 

1.91 

12.3 

0.06 

0.68 

2.9 

19.35 

361 

512 

Security  Pacific 

81.6 

43%-14% 

28 

1.71 

16.4 

0.31 

1.80 

6.4 

33.25 

1. 

144 

236 

Sequa 

165.7 

88%- 17% 

47% 

20.37 

2.3 

0.53 

0.60 

1.3 

53.14 

1. 

914 

634 

Service  Merchandise 

-74.1 

27    -  3% 

3% 

-0.38 

def 

0.05 

0.08 

2.2 

8.36 

2.. 

795 

586 

Shaklee 

-18.8 

42%- IT* 

16% 

1.47 

11.0 

0.43 

0.72 

4.5 

17.14 

1' 

109 

21 

Shaw  Industries 

195.2 

30%-  4 

14% 

1.73 

8.2 

0.33 

0.60 

4.2 

9.22 

0, 

447 

550 

Shawmut 

62.3 

55%-20% 

36% 

2.72 

13.3 

0.59 

2.04 

5.6 

39.36 

1.1 

NR 

NR 

Shearson  Lehman  Bros 

NA 

.U'h-12% 

14% 

NA 

NA 

0.25 

0.75 

5.0 

17.30 

1. 

216 

87 

Sherwin-Williams 

131.8 

38%-  9% 

25% 

2.51 

10.2 

0.65 

0.56 

2.2 

11.15 

o.. 

460 

139 

Shoney's 

59.5 

33%-ll 

20% 

1.27 

16.2 

1.07 

0.16 

0.8 

7.11 

0.. 

241 

112 

Signet  Banking 

123.4 

38%- 10% 

23% 

1.15 

20.8 

0.60 

1.32 

5.5 

21.16 

0.; 

153 

2-M 

Singer 

159.9' 

59    -17% 

49% 

5.90 

8.4 

0.57 

0.40 

0.8 

22.12 

0, 

877 

835 

Skyline 

-45.8 

30%-ll% 

13 

1.12 

11.6 

0.46 

0.48 

3.7 

11.88 

0.' 

300 

12: 

AO  Smith 

104.9 

32%-  5% 

14 

2.12 

6.6 

0.12 

0.80 

5.7 

26.95 

1 
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Latest 

Book 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book         value/ 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value         recent 

r 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share)      price 

3 

959 

Smith  International 

-73.9 

31'/4-        l'/4 

7% 

-$3.76 

def 

0.62 

none 

0.0% 

$  1.47         0.20 

7 

31 

Smithfield  Foods 

382.8 

27'/2-     3'/s 

17% 

1.65 

10.6 

0.07 

none 

0.0 

8.32         0.48 

0 

755 

SmithKIine  Beckman 

37.3 

72%-  25 

47% 

5.30 

8.9 

1.45 

$1.66 

3.5 

10.19         0.22 

0 

400 

Snap-on  Tools 

137.0 

46  !6-  1,2% 

32 

1.94 

16.5 

1.81 

0.76 

2.4 

9.28         0.29 

1 

218 

Society 

169.7 

40    -  10% 

30 

4.58 

6.6 

0.78 

1.20 

4.0 

24.28         0.81 

1 

859 

Sonat 

-2.3 

43%-  21% 

25% 

-7.00 

def 

0.69 

2.00 

7.7 

24.10         0.93 

5 

239 

Sonoco  Products 

159.5 

30%-     7'/8 

21'/4 

1.80 

11.8 

0.79 

0.52 

2.4 

7.60         0.36 

3 

890 

Soo  Line 

-48.5 

36%-  15 

15% 

-5.38 

def 

0.24 

none 

0.0 

27.58         1.78 

3 

498 

Southeast  Banking 

61.3 

31%-  12% 

2116 

1.39 

15.5 

0.55 

0.88 

4.1 

20.96         0.97 

0 

442 

So  Calif  Edison 

80.1 

38%-  17'/8 

31% 

2.97 

10.6 

1.27 

2.38 

7.5 

22.10         0.70 

4E 

506 

Southern  Company 

40.8 

29    -  14% 

22 

3.12 

7.1 

0.90 

2.14 

9.7 

21.09         0.96 

4 

398 

So  New  England  Tel 

62.3 

61 '/2-  27% 

48% 

4.51 

10.8 

1.03 

2.88 

5.9 

33.03         0.68 

4 

392 

Southland 

121.2 

80%-  23 

5714 

2.79 

20.5 

0.34 

none 

0.0 

32.52         0.57 

5 

394 

Southmark 

27.4 

14-4 

5% 

1.21 

4.4 

0.28 

0.24 

4.5 

10.47         1.95 

.5 

566 

Southwest  Airlines 

-34.3 

35'/4-  13Vi 

14 

0.63 

22.2 

0.58 

0.13 

0.9 

15.87         1.13 

1 

433 

Southwest  Gas 

102.5 

26%-     9% 

20 

1.95 

10.3 

0.82 

1.34 

6.7 

14.73         0.74 

1 

591 

Southwestern  Bell 

85.4t 

45 %-  18% 

36% 

4.88 

7.5 

1.39 

2.32 

6.4 

26.07         0.72 

6 

386 

Southwestern  Pub  Svc 

47.4 

37%-  147/8 

24% 

2.18 

11.4 

1.32 

2.12 

8.5 

14.82         0.60 

5 

671 

Sovran  Financial 

39.6t 

4416-  16% 

29% 

3.79 

7.8 

0.81 

1.44 

4.8 

20.36         0.68 

R 

NR 

Spiegel 

NA 

.  16%-     6% 

8% 

1.06 

8.0 

0.37 

none 

0.0 

3.32         0.39 

18 

501 

Springs  Industries 

42.7 

38%-  15% 

28 

3.99 

7.0 

0.31 

0.84 

3.0 

26.24         0.94 

'0 

676 

Square  D 

34.7 

65%-  30% 

46 '/s 

4.02 

11.5 

0.92 

1.92 

4.2 

23.16         0.50 

•3 

226 

Squibb 

208.5 

102%-  18'/4 

68  Vi 

7.42 

9.2 

3.98 

1.20 

1.8 

13.12         0.19 

R 

NR 

SSMC 

NA 

26  %-  ll'/i 

13% 

1.28 

10.7 

0.13 

none 

0.0 

28.68         2.09 

0 

754 

Staley  Continental 

2.6 

34%-  17% 

19% 

1.48 

13.2 

0.17 

0.80 

4.1 

23.28          1.19 

'0 

575 

Stanadyne 

76.5 

35    -  ll'A 

20 

2.04 

9.8 

0.55 

0.92 

4.6 

15.04         0.75 

'4 

283 

Std  Commercial  Tobacco 

79.5 

26%-  10% 

19% 

2.44 

8.1 

0.16 

0.50 

2.5 

23.43          1.19 

R 

NR 

Standard  Fedl  Bank 

NA 

11    -     5% 

5% 

NA 

NA 

0.21 

none 

0.0 

9.37          1.70 

'0 

NR 

Standard  Register 

239.1 

28 '/2-     5'/s 

19'/2 

1.63 

12.0 

0.88 

0.44 

2.3 

8.16         0.42 

'6 

NR 

Standard  Shares 

56.7 

105    -  41 

67 

10.07 

6.7 

0.28 

none 

0.0 

56.15         0.84 

12 

487 

Stanley  Works 

47.7 

36%-  13 

24% 

1.92 

12.6 

0.62 

0.88 

3.6 

13.05         0.54 

»4 

34 

State  Street  Boston 

207.7 

36'/s-     6'/2 

21% 

2.22 

9.6 

1.08 

0.44 

2.1 

11.19         0.53 

£7 

532 

Sterling  Drug 

126.7 

69  %-  22% 

51 

3.28 

15.5 

1.31 

1.52 

3.0 

16.61          0.33 

19 

493 

JP  Stevens 

29.1 

49%-  15% 

27% 

3.16 

8.8 

0.30 

1.20 

4.3 

29.38          1.06 

.1 

928 

Stewart  &  Stevenson 

41.9 

25%-     9% 

16% 

1.21 

13.6 

0.27 

none 

0.0 

15.32         0.93 

)1 

774 

Stewart-Warner 

31.5 

37%-  24% 

32% 

-3.59 

def 

0.81 

1.68 

5.1 

20.92         0.64 

i8 

135 

Stone  Container 

212.7 

59%-  10'/8 

32% 

4.19 

7.7 

0.44 

0.40 

1.2 

13.55         0.42 

15 

45 

Stop  &  Shop  Cos 

56.0 

40    -  12% 

21% 

1.32 

16.1 

0.14 

0.64 

3.0 

15.51         0.73 

15 

960 

Storage  Technology 

-93.5 

25    -     1 

1% 

0.14 

9.9 

0.43 

none 

0.0 

-0.52           NE 

>1 

30 

Strawbridge 

210.9 

55%-     7% 

24% 

3.08 

8.0 

0.23 

0.93 

3.8 

23.27         0.94 

>2 

371 

Student  Loan 

181. Ot 

89 '/2-  21 

70% 

3.85 

18.2 

1.75 

0.36 

0.5 

10.77         0.15 

13 

92 

Subaru  of  America 

-22.7 

39    -     5% 

6% 

0.14 

45.6 

0.17 

0.38 

6.0 

6.52          1.02 

)1 

767 

Sun  Company 

59.4 

73%-  30% 

50 

3.08 

16.2 

0.66 

3.00 

6.0 

48.43         0.97 

IB 

NR 

Sun  Microsystems 

NA 

45%-  11 % 

29% 

1.24 

23.6 

1.53 

none 

0.0 

7.16         0.24 

S4 

749 

Sundstrand 

-10.8 

64%-  34% 

39% 

1.78 

22.1 

0.53 

1.80 

4.6 

32.24         0.82 

IS 

NR 

SunTrust  Banks 

NA 

28    -  15% 

19% 

1.99 

10.0 

1.04 

0.68 

3.4 

11.59         0.58 

55 

51 

Super  Food  Services 

244.5 

29%-     5% 

18% 

1.68 

11.2 

0.08 

0.38 

2.0 

10.28         0.55 

76 

844 

Super  Rite  Foods 

-45.6t 

27%-    6% 

7% 

0.79 

9.8 

0.06 

0.20 

2.6 

6.63         0.86 

14 

477 

Super  Valu  Stores 

51.7 

30%-  11% 

19% 

1.34 

14.6 

0.16 

0.44 

2.2 

8.00         0.41 

34 

270 

Sysco 

31.2 

41%-  12% 

25% 

1.37 

18.8 

0.30 

0.32 

1.2 

10.20         0.40 

37 

86 

Talley  Industries 

142.4 

24%-     4% 

11% 

-1.58 

def 

0.37 

0.30 

2.5 

12.42         1.05 

IS 

NR 

Talman  Home  Federal 

NA 

13!6-    6% 

6% 

NA 

NA 

0.11 

none 

0.0 

30.95         4.85 

13 

NR 

Tambrands 

101.0 

71%-  22% 

50% 

3.40 

14.9 

2.15 

1.92 

3.8 

11.72         0.23 

75 

753 

Tandem  Computers 

79.3 

37%-     6% 

22% 

1.08 

21.1 

2.02 

none 

0.0 

6.09         0.27 

17 

775 

Tandy 

-32.5 

63%-  22% 

34% 

2.92 

11.7 

0.87 

0.50 

1.5 

15.38         0.45 

JR 

NR 

TCF  Banking  &  Savings 

NA 

17%-     7 

7% 

0.62 

11.5 

0.09 

none 

0.0 

29.73         4.17 

44 

419 

TECO  Energy 

121.7 

27%-  10 

23 

2.04 

11.3 

1.36 

1.34 

5.8 

13.34         0.58 

26 

561 

Tecumseh  Products 

48.7 

160    -  78% 

117% 

11.80 

10.0 

0.72 

4.20 

3.6 

94.69         0.81 

56 

779 

Tektronix 

-9.1 

43%-  23% 

26% 

1.00 

26.3 

0.59 

0.60 

2.3 

22.67         0.86 

26 

82 

Tele-Communications 

346.1 

30'/4-     4 

20% 

0.37 

55.8 

2.14 

none 

0.0 

4.88         0.24 

76 

478 

Teledyne 

112.6" 

390    -123 

275 

21.27 

12.9 

0.99 

4.00 

1.5 

139.77         0.51 

50 

16 

Telex 

119.3 

1011/2-  18% 

48% 

5.10 

9.5 

0.83 

none 

0.0 

23.99         0.50 

43 

641 

Temple-Inland 

63.2t 

68%-  20% 

42% 

4.40 

9.7 

0.83 

0.72 

1.7 

30.61          0.72 

90 

781 

Tenneco 

31.7 

62%-  31% 

42% 

-0.33 

def 

0.44 

3.04 

7.1 

29.63         0.70 

46 

911 

Tesoro  Petroleum 

-31.1 

20%-     7% 

11% 

-0.80 

def 

0.12 

none 

0.0 

13.77          1.18 

e:  Except  as  indicated,  price  changes  are  from  De 

c.  31. 1982  U 

)  Nov.  18.  1987. 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 

^» 

Latest 

Bo 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

valt 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

re« 

87 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

pri 

734 

805 

Texaco 

-3.2 

48%-26 

30% 

$1.66 

18.2 

0.22 

none 

0.0% 

$56.71 

U 

686 

40 

Texas  Air 

9.3 

51'/2-  4% 

11% 

-5.92 

def 

0.06 

none 

0.0 

18.64 

1.5 

919 

916 

Texas  American  Bcsh 

-79.6 

45%-  5 

5% 

-2.73 

def 

0.12 

none 

0.0 

23.44 

4.( 

806 

785 

Texas  Eastern 

-21.1 

41%-20% 

227/s 

1.68 

13.6 

0.33 

$1.00 

4.4 

23.27 

l.( 

725 

780 

Texas  Industries 

-0.1 

397/s-22'/4 

31'/2 

-0.12 

def 

0.45 

0.80 

2.5 

22.46 

0.; 

749 

709 

Texas  Instruments 

-7.8 

80'/4-28% 

41% 

3.01 

13.7 

0.60 

0.72 

1.7 

18.60 

o> 

632 

647 

Texas  Utilities 

24.5 

37'/2-20% 

29  % 

4.65 

6.3 

1.08 

2.80 

9.6 

31.24 

1.C 

362 

452 

Textron 

81.1 

393/4-l  1% 

21% 

4.15 

5.2 

0.25 

1.00 

4.7 

22.39 

1.C 

819 

867 

Thorn  Apple  Valley 

-23.4 

9%-  3% 

4% 

-0.13 

def 

0.03 

none 

0.0 

8.13 

Li 

928 

933 

TIE  Communications 

-85.5 

40%-  1% 

2% 

-1.42 

def 

0.39 

none 

0.0 

4.34 

1.5 

653 

930 

Tiger  International 

19.2 

17%-  35/s 

lO'/s 

1.35 

7.5 

0.27 

none 

0.0 

-1.37 

N 

352 

715 

Time  Inc 

84.5J 

116%-33% 

787/s 

3.53 

22.3 

1.14 

1.00 

1.3 

21.60 

0.2 

253 

329 

Times  Mirror 

118.8 

1057/8-28'/4 

68  % 

4.80 

14.2 

1.44 

1.64 

2.4 

20.19 

o.;- 

692 

894 

Timken 

7.4 

80'/4-39'/2 

54l/2 

-5.16 

def 

0.67 

1.00 

1.8 

64.03 

1.1 

933 

855 

Todd  Shipyards 

-90.3 

41%-  2% 

3 

-16.33 

def 

0.03 

none 

0.0 

17.74 

5.5 

41 

115 

Torchmark 

307.7* 

38  V2-  6% 

26% 

2.94 

9.1 

1.06 

1.00 

3.8 

12.52 

0.1 

429 

196 

Toro 

66.7 

23%-  6 

15 

1.52 

9.9 

0.30 

0.40 

2.7 

7.43 

0.: 

927 

953 

Tosco 

-85.3 

14%-    1 

1% 

-1.21 

def 

0.05 

none 

0.0 

1.15 

0.7 

202 

95 

Toys  "R"  Us 

135.1 

42%-ll% 

28% 

1.22 

23.3 

1.34 

none 

0.0 

7.24 

0.2 

404 

718 

Tracor 

71.8 

33    -14V4 

31% 

1.50 

21.3 

0.93 

0.40 

1.3 

10.89 

0.1 

495 

610 

Trans  World  Airlines 

54.3t 

35    -  714 

17% 

1.95 

9.1 

0.14 

none 

0.0 

1.61 

o.c 

568 

695 

Transamerica 

40.7 

51%-20% 

327/s 

5.25 

6.3 

0.37 

1.84 

5.6 

28.61 

O.f 

775 

825 

Transco  Energy 

-15.1 

63%-18 

21% 

-2.50 

def 

0.20 

1.36 

6.3 

27.81 

1.: 

510 

548 

Travelers 

52.3 

59%-22% 

36% 

4.84 

7.6 

0.21 

2.28 

6.2 

45.40 

1.; 

7 

18 

Triangle  Industries 

669.2 

44    -  3'/i 

25 

2.23 

11.2 

0.14 

0.12 

0.5 

16.46 

o.e 

215 

559 

Tribune 

131.8t 

49V4-12 

35  % 

1.52 

23.4 

1.32 

0.60 

1.7 

13.91 

0.5 

521 

808 

Trinity  Industries 

50.0 

34%-12 

18% 

0.23 

81.5 

0.58 

0.50 

2.7 

10.08 

0.5 

164 

241 

Trinova 

156.3 

44'/4-  9 

25% 

-0.81 

def 

0.55 

0.56 

2.2 

16.09 

0.( 

627 

642 

TRW 

25.0 

70    -29  V* 

42  V* 

4.52 

9.3 

0.38 

1.60 

3.8 

19.81 

0.' 

643 

678 

Turner 

22.0 

31%- 14% 

18% 

^1.23 

def 

0.03 

1.30 

6.9 

17.88 

o.s 

687 

NR 

Turner  Broadcasting 

9.3 

157/8-  5V« 

10% 

-7.24 

def 

0.73 

none 

0.0 

-8.18 

N 

NR 

NR 

TW  Services 

NA 

23    -  9'/4 

14% 

0.51 

27.7 

0.32 

0.10 

0.7 

8.49 

0.( 

21 

42 

Tyco  Laboratories 

374.3 

28 '/s-  4% 

20% 

0.84 

24.9 

0.68 

0.24 

1.2 

6.46 

0.5 

690 

810 

Tyler 

7.9 

17%-  9% 

10% 

0.68 

15.1 

0.17 

0.44 

4.3 

10.15 

o.s 

2 

6 

Tyson  Foods 

921.1 

25'/i-  1% 

16 

1.06 

15.1 

0.57 

0.04 

0.3 

3.19 

0.: 

628 

813 

UG1 

24.9 

32    -16W 

25  V% 

2.31 

10.9 

0.56 

2.04 

8.1 

20.44 

O.f 

488 

NR 

UNC 

55.4 

13%-  3 

7% 

0.71 

10.4 

0.19 

none 

0.0 

6.31 

O.f 

427 

517 

Union  Camp 

66.8 

48'/4-20 

33'/^ 

2.89 

11.6 

1.11 

1.16 

3.5 

18.62 

O.f 

629 

729 

Union  Carbide 

24.8 

32 'A- 10% 

22 

1.38 

15.9 

0.43 

1.50 

6.8 

7.87 

0.J 

408 

309 

Union  Electric 

70.9 

31%-12 

23% 

3.20 

7.3 

1.24 

1.92 

8.2 

19.53 

O.f 

670 

788 

Union  Pacific 

14.6 

86%-34'/4 

53% 

5.00 

10.8 

1.01 

2.00 

3.7 

33.29 

0.C 

NR 

NR 

Union  Texas  Petrol 

NA 

14%-  7% 

8 

-0.59 

def 

0.56 

none 

0.0 

-6.06 

N 

229 

448 

Unisys 

126.3 

48%- 13  V* 

3m 

-2.74 

def 

0.47 

0.92 

2.9 

20.55 

Or 

4 

12 

United  Artists 

852.9 

30%-  2 

20'/4 

0.19 

NM 

1.38 

none 

0.0 

2.80 

0.1 

739 

756 

United  Banks  of  Colo 

-4.0 

35%- 14% 

147/8 

-0.38 

def 

0.42 

none 

0.0 

NE 

1.7 

23 

330 

United  Brands 

373.5 

50    -  7% 

40'/. 

3.58 

11.2 

0.19 

0.60 

1.5 

26.46 

O.c 

923 

896 

United  Financial 

-81.7 

127/«-     % 

% 

-8.77 

def 

0.01 

none 

0.0 

9.00 

9.5 

718 

618 

United  Illuminating 

1.5 

36  Vt-  9 

25% 

6.63 

3.9 

0.73 

2.32 

9.0 

40.50 

1.5 

132 

NR 

United  jersey  Banks 

175.5 

32'/i-  7% 

IVh 

2.38 

9.5 

1.01 

0.96 

4.3 

14.84 

O.f 

865 

313 

United  Merchants 

-40.6 

21'/i-  4Vt 

4% 

-2.64 

def 

0.05 

none 

0.0 

11.04 

2.5 

331 

644 

US  Bancorp 

93.7 

31l/4-10'/4 

21l/h 

280 

7.5 

0.75 

0.80 

3.8 

20.93 

0.5 

569 

NR 

US  Healthcare 

40.3t 

22%-  1% 

5% 

0.83 

6.9 

0.50 

0.16 

2.8 

3.82 

0.6 

921 

888 

US  Home 

-80.6 

20%-   1% 

2% 

0.10 

26.3 

0.13 

none 

0.0 

5.55 

2.1 

650 

321 

US  Shoe 

19.4 

34%-llW 

16% 

0.91 

18.0 

0.34 

0.46 

2.8 

11.02 

O.f 

499 

297 

United  Stationers 

54.1 

28%-  8'/4 

14% 

0.99 

14.4 

0.30 

0.28 

2.0 

7.84 

0.5 

671 

508 

United  Technologies 

14.4 

60%-26'/fr 

32% 

1.30 

24.9 

0.25 

1.40 

4.3 

29.14 

O.S 

649 

746 

United  Telecom 

19.8 

33%- 17% 

25 

-0.56 

def 

0.85 

1.92 

7.7 

17.33 

0( 

NR 

NR 

Univar 

NA 

28-9% 

15% 

0.72 

22.1 

0.14 

0.20 

1.3 

9.80 

o.e 

437 

H4 

Universal  Foods 

64.6 

34%- 12% 

25% 

2.10 

12.1 

0.42 

0.88 

3.5 

14.65 

0.5 

230 

426 

Universal  Leaf 

126.3 

36%- 13 

30% 

3.50 

8.6 

0.23 

1.16 

3.9 

18.94 

0.6 

714 

893 

Unocal 

1.9 

51    -15% 

27  V* 

1.72 

15.8 

0.39 

1.00 

3.7 

14.45 

0.5 

NK 

Nfl 

UNUM  Corp 

NA 

31%-16% 

17% 

NA 

NA 

0.41 

0.40 

2.3 

26.81 

1.5 

45 

186 

Upjohn 

301.1 

53%-  7% 

31 

2.27 

13.7 

2.36 

0.60 

1.9 

7.85 

0.2 

551 

i  s  Weal 

83.8t 

62    -27% 

511/8 

5.03 

10.2 

1.16 

3.28 

6.4 

38.31 

0.7 

745 

222 

USAir  < .roup 

-6.0 

53^6-22 

31'/4 

5.93 

5.3 

0.50 

0.12 

0.4 

38.71 

1.2 
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Latest 

Book 

5-year 

1983-87 

12-month 

Price/ 

Price/ 

Indicated 

Book 

value/ 

Rank 

price 

price 

Recent 

earnings 

earnings 

sales 

annual 

Current 

value 

recent 

7 

86 

Company 

change 

range 

price 

per  share 

ratio 

ratio 

dividend 

yield 

(per  share) 

price 

15 

607 

USF&G 

45.5 

48%-17% 

33 

$2.66 

12.4 

0.51 

$2.48 

7.5% 

$21.74 

0.66 

12 

103 

USG 

125.7 

557s-10 

28  Vi 

4.56 

6.3 

0.51 

1.12 

3.9 

11.05 

0.39 

-.5 

NR 

Uslico 

48.9 

31%-12 

18'/2 

3.09 

6.0 

0.40 

0.88 

4.8 

22.22 

1.20 

>2 

545 

USLife 

34.3 

49'/2-217/s 

30% 

4.36 

7.1 

0.48 

1.28 

4.1 

46.27 

1.50 

14 

356 

USTInc 

322.0 

32'/4-10'/2 

24% 

1.90 

13.1 

2.50 

1.20 

4.8 

3.33 

0.13 

i2 

885 

USX 

36.9 

39%-14>/2 

283/> 

-3.99 

def 

0.60 

1.20 

4.2 

18.60 

0.65 

15 

657 

Utah  Power  &  Light 

35.7 

37%-20% 

28 '/2 

1.64 

17.4 

1.69 

2.32 

8.1 

18.24 

0.64 

'7 

NR 

UtiliCorp  United 

112.2 

22!/4-  7'/4 

16'/8 

1.90 

8.5 

0.42 

1.04 

6.4 

14.39 

0.89 

17 

936 

Valero  Energy 

-75.3 

36%-  4 '/a 

6 

0.26 

23.1 

0.17 

none 

0.0 

13.34 

2.22 

14 

673 

Valley  National 

70.0 

50>/4-16'/2 

29% 

0.44 

67.6 

0.55 

1.44 

4.8 

35.38 

1.19 

i9 

657 

Varian  Associates 

-37.5 

633/s-20 

20'/4 

0.98 

20.7 

0.45 

0.26 

1.3 

19.16 

0.95 

)5 

802 

Varity  Corp 

-20.7 

6%-  Wi 

2% 

-0.32 

def 

0.25 

none 

0.0 

0.89 

0.37 

12 

38 

VF 

168.8 

48%-  9'/s 

26% 

2.44 

10.9 

0.75 

0.72 

2.7 

12.20 

0.46 

R 

NR 

Viacom 

NA 

28 '/J- 10 

16'/2 

NA 

NA 

0.88 

none 

0.0 

NA 

NA 

R 

NR 

Vista  Chemical 

NA 

55'/8-17 

32  Ve 

-0.13 

def 

0.84 

0.20 

0.6 

6.76 

0.21 

R 

NR 

Vons  Cos 

NA 

133A-  2'/s 

6% 

-0.09 

def 

0.03 

none 

0.0 

-1.29 

NE 

)9 

475 

Vulcan  Materials 

133.3 

164    -53  Vi 

126 

9.79 

12.9 

1.29 

3.40 

2.7 

47.90 

0.38 

111 

24 

Wal-Mart  Stores 

333.0 

427/s-  5'/2 

27 

1.00 

27.1 

1.02 

0.12 

0.4 

3.00 

0.11 

n 

70 

Walgreen 

122.7 

447/8-12'/8 

31% 

1.68 

18.6 

0.45 

0.60 

1.9 

9.00 

0.29 

f)4 

886 

Wang  Laboratories 

-61.9 

42 '/2-  95/s 

111/4 

-0.11 

def 

0.62 

0.16 

1.4 

9.15 

0.81 

'7 

857 

Warner  Commun 

56.7 

39%-  8'/2 

26% 

1.75 

15.0 

1.03 

0.40 

1.5 

7.08 

0.27 

'2 

407 

Warner-Lambert 

149.6 

87V2-25% 

70  Vi 

3.99 

17.7 

1.51 

1.80 

2.6 

12.64 

0.18 

a 

654 

Washington  Gas  Light 

78.4 

zm-iv/s 

225/s 

2.15 

10.5 

0.55 

1.80 

8.0 

18.24 

0.81 

13 

661 

Washington  National 

2.1 

377/8-155/s 

24% 

2.46 

10.1 

0.35 

1.08 

4.3 

37.91 

1.52 

S7 

91 

Washington  Post 

242.1 

269    -54 '/2 

189 

12.33 

15.3 

1.89 

1.28 

0.7 

34.04 

0.18 

54 

246 

Waste  Management 

159.8 

48  Vi-  6% 

34% 

2.06 

16.8 

2.98 

0.36 

1.0 

7.35 

0.21 

LI 

161 

Del  E  Webb 

2.6 

28'/4-  8'/2 

10 

-6.37 

def 

0.29 

none 

0.0 

19.00 

1.90 

13 

193 

Weis  Markets 

191.8 

415/8-ll'/8 

33  Vi 

1.79 

18.7 

1.37 

0.44 

1.3 

8.89 

0.27 

J8 

127 

Wells  Fargo 

203.2 

60V8-13 

40% 

-0.06 

def 

0.49 

1.56 

3.8 

36.11 

0.89 

J3 

338 

Wendy's  Intl 

-8.8 

17%-  5 

6 

0.02 

NM 

0.56 

0.24 

4.0 

4.45 

0.74 

59 

473 

West  Point-Pepperell 

22.5 

36    -17'/4 

23  Vi 

2.38 

9.9 

0.36 

1.20 

5.1 

23.12 

0.98 

IR 

NR 

Western  Auto  Supply 

NA 

17    -  5% 

8 

0.60 

13.3 

0.12 

none 

0.0 

0.02 

0.00 

25 

964 

Western  Co  No  Amer 

-84.5 

12    -     Vi 

1% 

-3.53 

def 

0.42 

none 

0.0 

-1.92 

NE 

51 

10 

Western  S&L 

283.2 

28    -  2% 

9'/2 

1.47 

6.5 

0.19 

0.24 

2.5 

6.02 

0.63 

36 

954 

Western  Union 

-94.7 

47%-  2 

2% 

-20.58 

def 

0.07 

none 

0.0 

-11.26 

NE 

?4 

107 

Westinghouse 

137.9 

75    -18% 

46  '/> 

4.96 

9.3 

0.64 

1.72 

3.7 

21.13 

0.46 

56 

879 

Westmoreland  Coal 

15.5 

27'/2-14% 

16% 

0.91 

18.4 

0.23 

0.60 

3.6 

22.82 

1.36 

37 

664 

Westvaco 

158.7 

37>/2-103/8 

29% 

2.25 

13.2 

1.01 

none 

0.0 

16.66 

0.56 

57 

233 

Wetterau 

114.0 

26'/2-  8'/8 

19'/8 

1.49 

12.9 

0.12 

0.52 

2.7 

8.57 

0.45 

28 

745 

Weyerhaeuser 

-1.0 

60    -24% 

35% 

2.97 

12.0 

0.73 

1.50 

4.2 

22.92 

0.64 

S9 

940 

Wheeling-Pittsburgh 

-51.2 

355/s-  55/s 

7% 

-32.12 

def 

0.04 

none 

0.0 

-70.34 

NE 

31 

317 

Whirlpool 

24.6 

41'/2-18!A 

27  Vi 

2.50 

10.9 

0.49 

1.10 

4.0 

18.21 

0.67 

38 

833 

Whittaker 

-4.0 

39'/4-14!/2 

24% 

3.51 

6.9 

0.44 

1.00 

4.1 

24.17 

1.00 

94 

924 

Wickes  Cos 

-54.2 

405/s-  7% 

8% 

2.90 

3.1 

0.08 

none 

0.0 

21.20 

2.39 

92 

476 

Wicor 

54.5 

46    -18% 

30% 

2.70 

11.2 

0.29 

2.60 

8.6 

31.24 

1.04 

91 

406 

Willamette  Inds 

54.5 

64    -14 

35 

4.29 

8.2 

0.65 

1.08 

3.1 

20.54 

0.59 

73 

854 

Williams  Cos 

39.7 

377/8-16'/2 

23% 

^4.74 

def 

0.47 

1.40 

5.9 

26.94 

1.13 

66 

631 

Wilson  Foods 

-11.7 

15    -  4% 

8'/2 

0.40 

21.3 

0.06 

none 

0.0 

6.96 

0.82 

38 

374 

Winn-Dixie  Stores 

52.7 

59    -24'/2 

41 

2.77 

14.8 

0.19 

1.86 

4.5 

17.93 

0.44 

94 

256 

Wisconsin  Energy 

105.5 

32'/4-l  1 

23% 

2.50 

9.4 

1.13 

1.44 

6.2 

16.54 

0.71 

43 

340 

Wisconsin  P&L 

87.5 

60'/4-23 

45 

4.31 

10.4 

1.07 

3.12 

6.9 

29.00 

0.64 

62 

276 

Wisconsin  Public  Svc 

81.1 

31'/2-107/8 

21V2 

2.09 

10.3 

0.86 

1.54 

7.2 

14.94 

0.69 

97 

217 

Witco 

137.3 

473/8-l  1  '/2 

29 

2.89 

10.0 

0.47 

1.28 

4.4 

20.78 

0.72 

35 

94 

FW  Woolworth 

174.4 

59S/8-l  l3/8 

35!/2 

3.58 

9.9 

0.34 

1.32 

3.7 

22.42 

0.63 

68 

413 

Worthington  Inds 

113.8 

257/s-  77/s 

16% 

1.03 

16.3 

0.84 

0.40 

2.4 

6.30 

0.38 

25 

134 

Wm  Wrigley  Jr 

349.1 

645/8-13'/8 

60l/t 

3.20 

18.8 

1.67 

1.04 

1.7 

13.86 

0.23 

84 

846 

Wyman-Gordon 

-49.0 

37%-ll% 

13 

-1.06 

def 

0.72 

0.80 

6.2 

14.44 

1.11 

79 

721 

Xerox 

56.5 

85    -33% 

58  Vi 

4.69 

12.5 

0.40 

3.00 

5.1 

48.00 

0.82 

71 

NR 

Xidex 

-42.7 

26l/2-  6 

6% 

-1.12 

def 

0.46 

none 

0.0 

9.34 

1.46 

37 

* 

84 

Yellow  Freight  Sys 

172.4 

42%-  9>/« 

25% 

1.40 

18.5 

0.43 

0.62 

2.4 

13.14 

0.51 

IR 

NR 

York  International 

NA 

33%-13'/2 

22% 

NA 

NA 

0.22 

none 

0.0 

20.57 

0.91 

22 

957 

Zapata 

-81.5 

24%-  2'/i 

3 

-11.96 

def 

0.41 

none 

0.0 

6.70 

2.23 

20 

39 

Zayre 

68.5 

43%-  9Vs 

17% 

2.76 

6.4 

0.17 

0.40 

2.3 

11.24 

0.64 

32 

595 

Zenith  Electronics 

-2.6 

385/8-10 

14 

-0.97 

def 

0.16 

none 

0.0 

18.49 

1.32 

97 

674 

Zurn  Industries 

33.7 

30%-10% 

19% 

1.53 

12.7 

0.57 

0.68 

3.5 

14.68 

0.76 

e:  Except  as  indicated,  price  changes  are  from  De 

c  31, 1982  n 

iXov,  18,1987. 

NR:  Not  r 

inked  due  tc 

merger,  spinoff,  new  i. 

>sue  or  conversion  to  st 

ock  company 

Range  is 

period  since  such  change.     "Price  change  does  i 

lot  reflect  th 

e  value  of  shares  received 

n  a  spinoff. 

tFour-year 

price  chan 

ge.     ttThree-year  pric 

e  change     JDoes  not 

ude  stock  dividends  given  in  another  companv 

as  part  of  th 

e  dividend.     NA 

Not  avail 

able.     NE:  Negative  equity.     NM:  N 

ot  meaningful,     def:  D 

eficit 

Sources  Forbes 

William  ONeil  &  Co. 
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WHO'S  WHERE  IN 
PROFITAMLITY 


Long-term  profitability  increased  in  1987,  but  not  by  much. 

Latest- 12 -month  return  on  equity  was  up,  but  not  by  much. 

Investors  looked  to  the  future  and  panicked. 


i 


By  Steve  Kichen 


Conventional  investment  wisdom  has  it  that  the  best 
way  to  judge  a  company  is  by  earnings  growth.  What  Wall 
Street  really  pays  attention  to,  however,  is  return  on 
equity,  for  it  measures  how  much  a  corporation  earned  on 
its  shareholders'  investment.  By  this  yardstick,  1987  was 
a  good,  but  far  from  exceptional,  year. 

The  Forbes  Industry  Survey  shows  that  median  five- 
year  average  return  on  equity  increased  slightly,  from 
12.6%  to  12.8%.  Over  the  latest  12  months,  profitability 
at  the  median  company  increased  modestly,  to  13.6%,  vs. 
13.0%  in  1986.  Look  at  it  another  way:  Recent  results  will 
give  the  five-year  average  return  on  equity  in  our  1989 
Industry  Survey  only  a  slight  upward  nudge.  No  wonder 
investors  fled  the  market. 

Of  the  880  companies  in  the  Industry  Survey  ranked  on 
five-year  return  on  equity,  526  show  a  decline  in  profitabili- 
ty over  the  latest  12  months,  compared  with  their  five- 
year  averages.  Look  at  fourth-ranked  Coleco  Industries  It 
had  a  hot  toy  a  few  years  ago,  the  Cabbage  Patch  doll,  so  it 
shows  a  five-year  profitability  of  96.7%.  However,  as  we 
warned  last  year  (Am  /_'.  1987),  Coleco  has  fallen.  The 


company  now  has  negative  equity.  Other  companies  in  for  j 
potentially  rough  ride  include  Wendy's  International, 
Emerson  Radio,  Emery  Air  Freight  and  Wang  Laboratories 

Wall  Street  has  a  weakness  for  companies  with  histori- 
cally high  returns  on  equity.  One  example  is  Kellogg,  whic.| 
has  posted  a  five-year  stock  price  gain  of  309% .  Over  the 
last  five  years  the  ready-to-eat-cereal  giant  has  a  return  or 
equity  of  37.2% — way  above  the  all-industry  median. 
And  in  the  latest  12  months  Kellogg  topped  its  long-term  j 
performance  with  a  42.6%  return. 

Yet  not  even  Kellogg's  profitability  can  increase  indefi-J 
nitely.  Highly  profitable  companies  become  targets  for 
competitors,  acquirers  and  government  intervention.  A 
little  over  a  year  ago,  for  instance,  Subaru  of  America  was 
the  envy  of  the  auto  industry.  But  the  competition  has 
profited  at  Subaru's  expense.  While  Subaru  still  sports  a 
five-year  average  return  on  equity  of  44.4%,  it  returned 
only  2.1%  on  equity  during  the  past  12  months. 

If  the  economy  should  weaken,  heavy  industry  and 
fashion-driven  and  high-technology  businesses  are  most 
vulnerable  to  declines  in  return  on  equity.  For  top-ranked  - 
companies  like  Reebok  International,  Chrysler,  Sun  Micro 
systems  and  Liz  Claiborne  this  could  mean  trouble.  ■ 


Company 


Return  on  equity 

latest 
5-year  12 

rank        average      months 


Company 


Return  on  equity 

latest 
5-year  12 

rank        average      months 


Company 


Return  on  equity 
lat< 
5-year  l: 

rank        average      mor 


Reebok  International  1  200  +  %tt  52.0% 

CenTrust  Savings  Bank  2  200  +  tt  dcf 

Anchor  Glass  3  166.6+t  347 

Coleco  Industries  4  96.7  NE 

Chrysler  5  71.3tt  23.8 


Student  Loan  20  38.9%  35.7% 

General  Motors  EDS  21  37.9  36.3 

American  Continental  22  37.7  21.4 

ICH  23  37.2  18.0 

Kellogg  24  37.2  42.6 


Deluxe  Check  39  32.1% 

Circuit  City  Stores  40  31.7 

Dow  Jones  41  31.0 

USTInc  42  31.0 

Charming  Shoppes  43  31.0 


33.1 

28 

27.- 

56.' 

31. 


Highland  Superstores  6  64.4  13.3 

Seagate  Technology  7  61.1  44.4 

Columbia  S&L  Assoc  8  60.8  20.4 

Lockheed  9  59.5  21.1 

Sun  Microsystems  10  59.2t  22.2 


General  Cinema  25  36.5  22.6 

Wal-Mart  Stores  26  35.5  33  2 

Dun  &  Bradstreet  27  35.4  30.8 

Homestead  Financial  28  35.0  24.0 

First  Executive  29  34.7  11.9 


Marsh  &  McLennan  44  30.4  46 

Bruno's  45  30.3  17.' 

Intergraph  46  30.0  13.1 

Big  Bear  47  29.8  17.: 

Tambrands  48  29.8  29.( 


Liz  Claiborne  11  55.8  44.8 

Price  Co  12  50.7  24.3 

Limited  13  49.3  20.7 

Western  S&L  14  45. 1  24.4 

Mayfair  Super  Markets  15  44.6  47.7 


American  Home  Prod  30  34  4  35.0 

Geico  31  34.1  37.0 

Hasbro  32  33.9  9.7 

Emerson  Radio  33  33.9  def 

Charter  Medical  34  33.6  23.3 


Brunswick  49  29.4  23. 

MDC  Holdings  50  29.3  10.. 

Rollins  51  29.0  514 

Food  Lion  52  28.8  28.' 

Family  Dollar  Stores  53  28.5  17 


Subaru  of  America  16  44.4  2  1 

USHealthcare  17  43.1  21.7 

Commerce  Clearing  18  41?  32  6 

Home  Depot  19  40  4  23.5 


Telex 

Comdisco 

VF 

Golden  West  FinI 


35 
36 
37 
38 


33.4 
32.8 
32.5 
32.3 


21.3 
26.1 
20.0 
25.8 


EG&G  54  28.0  221 

Tyson  Foods  55  28.0  33.: 

NIKE  56  28.0  13. 

Abbott  Laboratories  57  27.8  34j 


Mi      \i  Negative  eqult;     del  Defidi     t  Four-year  average     tiThree-year  average. 
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Return  on  equity 

Return  on  equity 

Return  on  equity 

latest 

latest 

latest 

5-year 

12 

5-year 

12 

5-year 

12 

pany 

rank 

average 

months 

Company 

rank 

average 

months 

Company 

rank 

average 

months 

ington  Post 

58 

27.7% 

36.2% 

Reliance  Group 

123 

21.9t% 

47.1% 

CBS 

188 

19.3% 

42.4% 

y 

59 

27.4 

19.5 

State  Street  Boston 

124 

21.8 

19.8 

American  Family 

189 

19.3 

25.5 

i  Research 

60 

27.1 

29.6 

Dillard  Dept  Stores 

125 

21.8 

14.0 

Hechinger 

190 

19.3 

17.1 

1  essive 

61 

27.1 

29.8 

Merck 

126 

21.8 

32.9 

Allied  Bancshares 

191 

19.2 

def 

ana 

62 

27.0 

20.2 

AG  Edwards 

127 

21.8 

19.7 

Fort  Howard 

192 

19.2 

12.4 

[tax 

63 

26.7 

1.4 

Turner 

128 

21.7 

def 

CR  Bard 

193 

19.2 

22.3 

1  p  Morris  Cos 

64 

26.6 

30.7 

Dibrell  Brothers 

129 

21.7 

def 

Macmillan 

194 

19.1 

21.5 

[  )r  Care 

65 

26.5 

22.7 

Time  Inc 

130 

21.7 

16.3 

Natl  Convenience 

195 

19.1 

def 

j  rican  Stores 

66 

25.9 

13.7 

Jostens 

131 

21.7 

31.9 

First  Wachovia 

196 

19.1 

15.8 

1  hKline  Beckman 

67 

25.8 

52.0 

Gannett 

132 

21.5 

21.0 

Interpublic  Group 

197 

18.9 

18.8 

Boston 

68 

25.6 

15.3 

E-Systems 

133 

21.5 

15.0 

Squibb 

198 

18.9 

56.6 

|  a  Industries 

69 

25.6 

17.5 

Teledyne 

134 

21.4 

15.2 

Pep  Boys 

199 

18.9 

29.7 

UCorp 

70 

25.5 

4.8 

ConAgra 

135 

21.4 

21.1 

Dollar  General 

200 

18.9 

3.5 

1  :on  Purina 

71 

25.3 

55.5 

Rohr  Industries 

136 

21.4 

8.6 

Petrie  Stores 

201 

18.9 

14.0 

72 

25.1 

37.2 

Pfizer 

137 

21.3 

20.3 

Tyco  Laboratories 

202 

18.9 

13.7 

1 1  Services 

73 

24.9 

30.8 

RJR  Nabisco 

138 

21.3 

22.5 

Standard  Register 

203 

18.8 

20.0 

1  r  Group 
[on  Thiokol 

74 

24.8 

6.5 

CityFed  Financial 

139 

21.2 

def 

AON 

204 

18.8 

19.4 

75 

24.8 

16.3 

Rubbermaid 

140 

21.1 

22.6 

AMP 

205 

18.8 

19.9 

icare  Health 

76 

24.5t 

def 

Himont 

141 

21.1tt 

39.4 

Minn  Mining  &  Mfg 

206 

18.8 

19.9 

|  Federal  Mich 

77 

24.4tt 

20.8 

Sequa 

142 

21.0 

38.3 

Universal  Leaf 

207 

18.8 

19.4 

i-Cola 

78 

24.2 

29.9 

Lucky  Stores 

143 

20.9 

91.8 

Nordstrom 

208 

18.7 

24.6 

i Foods 

79 

24.0 

18.4 

Chicago  Pacific 

144 

20.91 

9.7 

Sysco 

209 

18.7 

14.3 

tag 

80 

23.9 

28.5 

Brown-Forman 

145 

20.8 

16.4 

Colt  Industries 

210 

18.7 

NE 

81 

23.9 

13.3 

Farm  Fresh 

146 

20.7 

5.8 

Meredith 

211 

18.7 

11.2 

:ol-Myers 

82 

23.8 

24.2 

General  Host 

147 

20.7 

30.4 

Midlantic  Banks 

212 

18.7 

14.8 

hmark 

83 

23.8 

11.8 

General  Dynamics 

148 

20.7 

1.2 

American  Express 

213 

18.7 

18.3 

eHome 

84 

23.7 

11.3 

Clorox 

149 

20.6 

14.7 

Hon  Industries 

214 

18.6 

19.0 

irson  Lehman  Bros 

85 

23 .6t 

NA 

Rockwell  Intl 

150 

20.6 

20.8 

USG 

215 

18.6 

41.3 

le  Computer 

86 

23.5 

29.8 

Shaklee 

151 

20.6 

8.6 

Consolidated  Papers 

216 

18.5 

15.0 

it  Food 

87 

23.4 

16.7 

Albertson's 

152 

20.5 

18.5 

American  Brands 

217 

18.5 

9.2 

:r  Rite  Foods 

88 

23.3 

11.9 

Southwestern  Pub  Svc 

153 

20.5 

14.7 

Hershey  Foods 

218 

18.5 

19.8 

ncial  Corp  of  Am 

89 

23.3 

def 

Anheuser-Busch  Cos 

154 

20.3 

22.7 

Barnett  Banks 

219 

18.5 

16.5 

es  Mirror 

90 

23.3 

23.8 

Bindley  Western  Inds 

155 

20.3 

11.5 

Dover 

220 

18.4 

16.5 

innah  Foods 

91 

23.3 

11.3 

CoreStates  Financial 

156 

20.2 

16.3 

PNC  Financial 

221 

18.4 

16.6 

linal  Distribution 

92 

23.3 

11.3 

Ames  Dept  Stores 

157 

20.2 

6.1 

SCI  Systems 

222 

18.3 

13.4 

twood  Enterprise 

93 

23.1 

14.5 

Flowers  Industries 

158 

20.1 

16.3 

SunTrust  Banks 

223 

18.3t 

17.2 

aey's 

94 

23.1 

17.9 

Ogilvy  Group 

159 

20.0 

16.5 

Coachmen  Industries 

224 

18.3 

1.6 

R  Block 

95 

23.0 

22.6 

Pioneer  Hi-Bred  Intl 

160 

20.0 

10.6 

Raytheon 

225 

18.3 

21.8 

.illy 

96 

23.0 

22.5 

Worthington  Inds 

161 

19.9 

17.3 

UtiliCorp  United 

226 

18.2 

13.2 

s"R"Us 

97 

23.0 

16.9 

Intl  Flavors  &  Frags 

162 

19.9 

19.6 

National  Service 

227 

18.2 

16.4 



ville 

98 

22.8 

20.4 

Capital  Cities/ABC 

163 

19.8 

12.0 

Automatic  Data 

228 

18.1 

18.1 

1  Meyer 

99 

22.7t 

14.1 

Leggett  &  Piatt 

164 

19.8 

20.2 

Curtice-Burns  Foods 

229 

18.1 

14.1 

t  Union 

100 

22.7 

18.4 

Emerson  Electric 

165 

19.7 

18.3 

Genuine  Parts 

230 

18.1 

21.0 

ips  Industries 

101 

22.7 

21.9 

Sara  Lee 

166 

19.7 

19.6 

Masco 

231 

18.1 

20.7 

wning-Ferris  Inds 

102 

22.7 

22.5 

Xidex 

167 

19.7 

def 

Loral 

232 

18.1 

17.3 

green 

103 

22.7 

18.7 

Salomon 

168 

19.7 

8.6 

Delchamps 

233 

17.9 

9.5 

:Aid 

104 

22.6 

28.9 

Equitable  Resources 

169 

19.7 

8.9 

Kraft 

234 

17.9 

25.1 

ws 

105 

22.6 

17.8 

Federal  Express 

170 

19.6 

def 

Quaker  Oats 

235 

17.8 

19.8 

1  Motor 

106 

22.6 

30.4 

Shaw  Industries 

171 

19.6 

19.8 

RR  Donnelley  &  Sons 

236 

17.8 

25.9 

man  Miller 

i07 

22.5 

17.2 

Public  Service  Ind 

172 

19.6 

96.0 

Whirlpool 

237 

17.8 

13.8 

erson  Smurf it 

108 

22.5 

49.5 

Carolina  Freight 

173 

19.6 

9.7 

Sovran  Financial 

238 

17.8 

18.6 

if  ax 

109 

22.5 

24.4 

Snap-on  Tools 

174 

19.6 

20.9 

Fidelcor 

239 

17.8 

12.5 

v  York  Times 

110 

22.4 

21.8 

Nalco  Chemical 

175 

19.5 

18.1 

Zayre 

240 

17.8 

24.6 

Donald's 

111 

22.4 

22.0 

James  River  Corp  Va 

176 

19.5 

11.2 

Lowe's  Cos 

241 

17.7 

10.8 

«r  Valu  Stores 

112 

22.3 

16.8 

PepsiCo 

177 

19.5 

27.1 

New  England  Electric 

242 

17.7 

15.6 

ste  Management 

113 

22.2 

28.1 

Ametek 

178 

19.5 

17.4 

Hillenbrand  Inds 

243 

17.7 

23.8 

dlaw  Industries 

114 

22.2 

14.9 

Hannaford  Bros 

179 

19.4 

19.3 

Sherwin-Williams 

244 

17.6 

22.5 

ited  Stationers 

115 

22.1 

12.6 

Fleet  Financial 

180 

19.4 

18.1 

United  Illuminating 

245 

17.6 

16.4 

rion  Laboratories 

116 

22.1 

41.1 

Weis  Markets 

181 

19.4 

20.1 

American  Greetings 

246 

17.6 

10.7 

Heinz 

117 

22.1 

24.6 

Winn-Dixie  Stores 

182 

19.3 

15.8 

Wm  Wrigley  Jr 

247 

17.6 

23.1 

:co  Industries 

118 

22.1 

20.3 

Prime  Computer 

183 

19.3 

12.9 

Northeast  Utilities 

248 

17.6 

13.3 

and  Group 

119 

22.1 

31.9 

Pitney  Bowes 

184 

19.3 

34.5 

Exxon 

249 

17.6 

15.0 

rriott 

120 

22.1 

21.1 

General  Electric 

185 

19.3 

21.3 

Ryder  System 

250 

17.6 

15.5 

mpaq  Computer 

121 

22.0tt 

42.6 

PaineWebber  Group 

186 

19.3 

12.5 

American  Bankers 

251 

17.5 

def 

Graw-Hill 

122 

21.9 

18.1 

PHH  Group 

187 

19.3 

14.3 

Cullum  Cos 

252 

17.5 

14.9 

^  Not  available.     NE 

Negative 

equity,     def:  Deficit. 

Four-year  average     ttThree-year 

average 
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WHO'S  WHERE  IN  PROFITABILITY 

Return  on  equity 

Return  on  equity 

Return  on  equity 

latest 

latest 

late 

5-year 

12 

5-year 

12 

5-year 

i: 

Company 

rank 

average 

months 

Company 

rank 

average 

months 

Company 

rank 

average 

mon 

Cincinnati  Financial 

253 

17.5% 

15.1% 

Ipalco  Enterprises 

318 

16.3% 

22.3% 

Baltimore  G&E 

382 

15.2% 

16.; 

Crestar  Financial 

254 

17.5 

11.7 

Central  &  South  West 

319 

16.3 

15.8 

Chemical  New  York 

383 

15.2 

de 

Hubbell 

255 

17.4 

18.5 

Longs  Drug  Stores 

320 

16.2 

14.3 

Ameritech 

384 

15.2tt 

17.( 

Hewlett-Packard 

256 

17.4 

14.6 

Boatmen's  Bancshares 

321 

16.2 

13.2 

Tribune 

385 

15.2 

10.' 

Payless  Cashways 

257 

17.4 

11.2 

Florida  Natl  Banks 

322 

16.2 

5.6 

US  Shoe 

386 

15.2 

8.c 

Hartford  National 

258 

17.4 

16.4 

Square  D 

323 

16.1 

17.4 

Pacific  G&E 

387 

15.1 

7' 

Farmers  Group 

259 

17.4 

16.9 

First  Fidelity  Bncp 

324 

16.1 

10.7 

Emery  Air  Freight 

388 

15.1 

J 

Rose's  Stores 

260 

17.4 

13.5 

Wisconsin  Energy 

325 

16.1 

15.1 

NY  State  E&G 

389 

15.1 

Collins  Foods  IntI 

261 

17.3 

15.3 

Alexander  &  Baldwin 

326 

16.1 

22.3 

Holly  Farms 

390 

15.1 

is.; 

Ball  Corp 

262 

17.3 

17.4 

Capital  Holding 

327 

16.1 

19.2 

Illinois  Tool  Works 

391 

15.1 

28.C 

" 

Johnson  &  Johnson 

263 

17.3 

27.1 

Illinois  Power 

328 

16.1 

16.3 

Niagara  Mohawk  Pwr 

392 

15.1 

4> 

Bankers  Trust  NY 

264 

17.3 

def 

Union  Electric 

328 

16.1 

16.4 

Edison  Bros  Stores 

393 

15.1 

5.1 

San  Diego  G&E 

265 

17.3 

13.7 

Ethyl 

329 

16.1 

20.1 

Rochester  G&E 

394 

15.1 

6.1 

Citizens  &  Southern 

266 

17.2 

14.8 

Wetterau 

330 

16.1 

17.3 

Universal  Foods 

395 

15.1 

14.3 

' 

Dayton-Hudson 

267 

17.2 

14.2 

Southern  Company 

331 

16.1 

14.8 

First  American 

396 

15.0 

13.' 

Commonwealth  En 

268 

17.2 

11.2 

Fleming  Cos 

332 

16.1 

8.8 

Dexter 

397 

15.0 

154 

Pillsbury 

269 

17.2 

16.0 

Echlin 

333 

16.0 

10.0 

Kellwood 

398 

15.0 

is.; 

Procter  &  Gamble 

270 

17.2 

6.9 

Centel 

334 

16.0 

11.6 

Cincinnati  G&E 

399 

15.0 

20.C 

Bergen  Brunswig 

271 

17.2 

8.9 

Guilford  Mills 

335 

16.0 

13.5 

General  Motors 

400 

15.0 

10.' 

Berkshire  Hathaway 

272 

17.2 

8.6 

Spiegel 

336 

16.0t 

31.9 

American  Natl  Ins 

401 

15.0 

14.1 

First  Kentucky  Natl 

273 

17.2 

12.4 

Iowa-Illinois  G&E 

337 

16.0 

15.0 

Kimberly-Clark 

402 

15.0 

19.S 

Banc  One 

274 

17.lt 

14.3 

Triangle  Industries 

338 

16.0 

13.5 

Portland  General 

403 

15.0 

9i 

1 

Stop  &  Shop  Cos 

275 

17.1 

8.5 

Harcourt  Brace 

339 

16.0 

def 

Vulcan  Materials 

404 

14.9 

20.4 

|P  Morgan  &  Co 

276 

17.1 

4.4 

Martin  Marietta 

340 

16.0 

25.5 

Florida  Progress 

405 

14.9 

16.; 

Mercantile  Stores 

277 

17.1 

15.7 

Southland 

341 

16.0 

8.6 

Merrill  Lynch 

406 

14.9 

20.; 

Republic  New  York 

278 

17.1 

3.7 

Boeing 

342 

15.9 

11.0 

Amoco 

407 

14.9 

10.1 

Avery  International 

279 

17.1 

19.0 

Texas  Utilities 

343 

15.8 

14.9 

Southwest  Airlines 

408 

14.8 

Oxford  Industries 

280 

17.1 

8.2 

Marshall  &  Ilsley 

344 

15.8 

15.6 

BellSouth 

409 

14.8ft 

i6.;t 

Yellow  Freight  Sys 

281 

17.1 

10.7 

Norstar  Bancorp 

345 

15.8 

15.3 

NCR 

410 

14.8 

16.1 

NCNB 

282 

17.1 

14.9 

PacifiCorp 

346 

15.8 

14.9 

PPG  Industries 

411 

14.7 

21.5 

Hilton  Hotels 

283 

17.1 

15.1 

Campbell  Soup 

347 

15.8 

16.1 

American  General 

412 

14.7 

14.C 

Roadway  Services 

284 

17.0 

8.8 

Hospital  Corp 

348 

15.8 

8.2 

Consolidated  Edison 

413 

14.7 

i4.;f 

Kimball  International 

285 

17.0 

17.1 

Super  Food  Services 

349 

15.8 

16.3 

Consol  Natural  Gas 

414 

14.7 

10.21 

First  of  America  Bank 

286 

17.0 

14.5 

Blount 

350 

15.7 

4.7 

Brooklyn  Union  Gas 

415 

14.7 

14.ll 

Pentair 

287 

17.0 

9.8 

Contel 

351 

15.7 

13.5 

Johnson  Controls 

416 

14.7 

lO.fl 

r 

National  Medical 

288 

169 

7.1 

Carlisle  Cos 

352 

15.7 

10.3 

Provident  Life  &  Ace 

417 

14.6 

13.1 

Reynolds  &  Reynolds 

289 

16.9 

11.8 

Citicorp 

353 

15.7 

def 

Wang  Laboratories 

418 

14.6 

■  lw 

Sonoco  Products 

290 

16.9 

23.7 

Kansas  City  P&L 

354 

15.6 

9.4 

Coastal  Corp 

419 

14.6 

23.7§ 

Laclede  Gas 

291 

169 

13.7 

Uslico 

355 

15.6 

13.9 

Morrison 

420 

14.6 

14.ll 

Signet  Banking 

292 

16.8 

5.4 

Circle  K 

356 

15.6 

15.1 

Tracor 

421 

14.6 

13i 

United  Artists 

293 

16.8 

6.8 

Commonwealth  Ed 

357 

15.6 

15.5 

Figgie  IntI 

422 

14.6 

i5.d 

McCormick  &  Co 

294 

16.8 

12.4 

Sterling  Drug 

358 

15.6 

19.7 

Huntington  Bshs 

423 

14.6 

n.^r 

Northrop 

295 

16.8 

7.6 

Bank  of  Boston 

359 

15.6 

7.5 

Kay 

424 

14.5 

39.3 

Bank  of  New  England 

296 

16.8 

12.1 

Bairnco 

360 

15.6 

14.5 

USAir  Group 

425 

14.5 

15.3 

r 

Wendy's  IntI 

297 

16.8 

0.4 

lamesway 

361 

15.6 

11.4 

Ohio  Edison 

426 

14.5 

15.3 

. 

Kansas  Power  &  Light 

298 

16.8 

15.0 

Rohm  &  Haas 

362 

15.5 

18.8 

Arkla 

427 

14.5 

lit* 

t 

Torchmark 

299 

16.7 

23.5 

Wisconsin  Public  Svc 

363 

15.5 

14.0 

American  Medical 

428 

14.5 

12.3 

r 

American  IntI  Group 

300 

16.7 

22.4 

AmSouth  Bancorp 

364 

15.5 

16.3 

Stanley  Works 

429 

14.5 

14.7 
13.6 

RjuscIi  Si  Lomb 

301 

16.6 

16.6 

Central  Hudson  G&E 

365 

15.5 

12.5 

Stanadyne 

430 

14.5 

i 

Upjohn 

302 

166 

28.9 

Centerior  Energy 

366 

15.5 

14.0 

Southwest  Gas 

431 

14.5 

13.2 

\<>  suci's  Power 

303 

16.6 

15.4 

BayBanks 

367 

15.4 

16.0 

Mapco 

432 

14.4 

12.3 

Cooper  I  be  &.  Rubber 

304 

16.6 

14.7 

Witco 

368 

15.4 

13.9 

Schering-Plough 

433 

14.4 

24.51' 

Westinghousc 

305 

16.5 

23.5 

WW  Grainger 

369 

15.4 

15.0 

IntI  Multifoods 

434 

14.4 

17.91 

Peoples  BllCfgJ 

306 

16.5 

11.8 

First  Tennessee  Natl 

370 

15.4 

12.7 

Safeco 

435 

14.4 

23.il 

Wisconsin  P&L 

307 

16.5 

14.9 

Ingles  Markets 

371 

15.4tt 

15.6 

Oklahoma  G&E 

436 

14.4 

12.5 

\ 

Grumman 

urn 

16.5 

8.2 

Allegheny  Power 

372 

15.4 

15.3 

Nucor 

437 

14.4 

11.8] 

Kaman 

309 

16.5 

16.6 

Meridian  Bancorp 

373 

15.4 

15.5 

Sealed  Power 

438 

14.4 

12.8  [ 

POtOIIUU  1  Ut  trie 

310 

L6.S 

IK  4 

Bowater 

374 

15.3 

11.7 

First  Bank  System 

439 

14.4 

4.2 

Kniuht-Ridder 

311 

16.5 

17.8 

MCI  Communications  375 

15.3 

def 

Borden 

440 

14.4 

17.7 

: 

Bank  of  New  York 

312 

16.4 

3.1 

Litton  Industries 

376 

15.3 

13.9 

Strawbridge 

441 

14.4 

13.2 

so  (  alit  Edison 

313 

16.4 

13.4 

Quesur 

377 

15.3 

8.9 

Pinnacle  West 

442 

14.4 

12.3 

\ 

Old  Republic  IntI 

314 

16.4 

17.1 

National  City 

378 

15.3 

13.9 

Bell  Atlantic 

443 

14.4ft 

14.8 

1 

KeyCotp 

315 

16.3 

15.4 

May  Dept  Stores 

379 

15.2 

16.2 

Scana 

444 

14.3 

16.0 

t 

Security  Pacific 

316 

16.3 

5.1 

United  Jersey  Banks 

380 

15.2 

16.0 

Long  Island  Lighting 

445 

14.3 

4.4 

t 

Gillette 

317 

16.3 

13.0 

Delmarva  Power  &  Lt 

381 

15.2 

14.0 

Alltel 

446 

14.3 

12.4 

t 

Not  available     M 

Negative 

equit)     del  Defit  it 

Four  year  average     ttTli 

average 
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I  pany 


Return  on  equity 

latest 
5-year  12 

rank        average      months 


Company 


Return  on  equity 

latest 
5-year  12 

rank        average      months 


Company 


Return  on  equity 

latest 
5-year  12 

rank        average     months 


3  Energy 

:o 

oiler 

j  i  Fargo 

i  puter  Sciences 


447 
448 
449 
450 
451 


14.3% 

14.3 

14.3 

14.3 

14.2 


15.3% 
11.9 
17.1 
def 

12.8 


Singer  512  13.3%  26.7% 

Gt  Am  First  Savings  513  13.3++  18.1 

Public  Service  NM  514  13.2  10.0 

Standard  Shares  515  13.2  17.9 

Media  General  516  13.2  def 


Pennsylvania  P&L  576  12.2%  12.9% 

Phillips-Van  Heusen  577  12.2  26.4 

George  A  Hormel  578  12  2  12.3 

GTE  579  12.2  13.3 

Chase  Manhattan  580  12.2  def 


inion  Bankshares  452  14.2  15.4 

hfield  Foods            453  14.2  20.2 

re  Corp                    454  14.2  11.8 

er  Products            455  14.2  7.3 

l:r  International      456  14.2  8.2 


Emhart 
Ecolab 

Montana  Power 
AMR 
Lubrizol 


517 
518 
519 
520 
521 


13.2 
13.2 
13.2 
13.2 

13.2 


14.1 

52.5 
7.2 
7.9 

14.3 


Mellon  Bank  581  12.2  def 

Federal-Mogul  582  12.1  1.7 

American  Electric  583  12.1  14.1 

Morrison-Knudsen  584  12.1  def 

Warner-Lambert  585  12.1  31.6 


I  International 
I  inal  Fuel  Gas 
I  Financial 
I  Resources 
ic  Telesis 


457 
458 
459 
460 
461 


14.2 
14.1 
14.1 
14.1 
14.1+t 


36.1 
10.5 
13.0 
12.8 
14.0 


TRW  522  13.1  22.8 

Detroit  Edison  523  13.1  17.7 

Ogden  524  13.1  54.8 

Colgate-Palmolive  525  13.0  4.7 

First  Interstate  Bncp  526  13.0  def 


Oneok  586  12.1  5.5 

HFAhmanson  587  12.1  14.0 

Midwest  Energy  588  12.0  12.2 

First  Maryland  Bncp  589  12.0  13.4 

Union  Texas  590  12.0tt  NE 


:  Power 


idelphia  Elec 
lina  Power  &  Lt 


462 
463 
464 
465 
466 


14.1 
14.1 
14.1 
14.1 
14.1 


14.5 
16.6 
12.2 
NE 
13.6 


Parker-Hannifin  527  13.0  12.4 

Gibraltar  Financial  528  13.0  def 

Louisville  G&E  529  13.0  13.0 

Mfrs  Hanover  530  13.0  def 

Manufacturers  Natl  531  12.9  8.8 


DennisonMfg                591  12.0  15.6 

Hercules                         592  12.0  46.4 

Hanover  Insurance        593  12.0  30.0 

Foremost  Corp  of  Amer594  11.9  15.9 

Wicor                              595  11.9  8.6 


Standard 

ge  &  Rockland 

Z  Financial 

:x 

>ton  Industries 


467 
468 
469 
470 
471 


14.0 

14.0 

14.0 

14.0++ 

13.9 


17.1 
13.5 
16.8 
14.0 

14.3 


Irving  Bank  532  12.9  0.9 

Nash  Finch  533  12.9  13.5 

Middle  South  Utils  534  12.9  10.1 

Commerce  Bcshs  535  12.9  11.3 

Engelhard  536  12.9  13.3 


Becton  Dickinson  596  11.9  17.4 

TW  Services  597  11.9+  6.0 

Lincoln  National  598  11.9  14.0 

Advanced  Micro  599  11.9  def 

Diversified  Energies  600  11.8  10.1 


arch  Capital 
|  h  west  ern  Bell 
ITcst 
lick 
orp 


472 
473 
474 
475 
476 


13.9 

13.8++ 
13.8+t 
13.8 
13.8 


15.0 
18.7 
13.1 
12.1 
14.7 


Federated  Dept  Strs  537  12.9  11.5 

Kentucky  Utilities  537  12.9  13.1 

MCA  538  12.9  8.5 

Hartmarx  539  12.8  9.9 

Unocal  540  12.8  11.9 


Bemis  601  11.8  14.2 

Crown  Cork  &  Seal  602  11.8  14.5 

Sundstrand  603  11.8  5.5 

Greyhound  604  11.7  15.9 

Chubb  605  11.7  20.4 


y  Petroleum 
irt 

.mut 

Group 

mark 


477 
478 
479 
480 
481 


13.8 
13.8 
13.8 
13.8 
13.7 


11.3 

20.6 

6.9 

13.2 
3.7 


Arden  Group 

Scotty's 

Atlantic  Energy 

Kroger 

DPL 


541 
542 
543 
544 
545 


12.8 
12.8 
12.8 
12.8 
12.7 


19.0 
6.5 
13.3 
14.9 
16.8 


Avon  Products  606  11.7  22.8 

Transco  Energy  607  11.6  def 

American  Building  608  11.6  5.8 

Phillips  Petroleum  609  11.6  def 

Integrated  Resources  610  11.6  10.8 


imseh  Products 
rch's  Fried 
aral  Re 
innati  Bell 


482 
483 
484 
485 


Commercial  Tob     486 


13.7 
13.7 
13.7 
13.7 
13.6 


12.5 
3.5 
19.6 
18.0 
104 


Bell  &  Howell  546  12.7  8.7 

First  RepublicBank  547  12.7  def 

Perry  Drug  Stores  548  12.6  def 

Univar  549  12.6  7.3 

Sears,  Roebuck  550  12.6  12.7 


Puget  Sound  P&L 

Seagram 

Temple-Inland 

MCorp 

DynCorp 


611 
612 
613 
614 
615 


11.6 
11.5 

11. 5++ 

11.5 

11.5 


10.4 
11.7 

14.4 

def 

11.1 


hington  Gas  Light  487  13.6  11.8 

orne  Freight  488  13.6  10.4 

solFreightways       489  13.6  11.5 

m  Group  490  13.6  12.3 

•onnell  Douglas      491  13.6  11.0 


Esselte  Business  Sys  551  12.6  14.8 

JC  Penney  552  12.6  13.7 

Nortek  553  12.6  8.5 

US  Bancorp  554  12.5  13.4 

Kemper  555  12.5  18.7 


Comerica  616  11.4  12.2 

Federal  Paper  Board  617  11.4  19.1 

Pennzoil  618  11.3  7.6 

Motorola  619  11.3  9.7 

Digital  Equipment  620  11.3  19.5 


entile  Bancorp  492  13.6  def 

seholdlntl  493  13.5  22.0 

>Fillauer  494  13.5  11.0 

day  495  13.5  21.7 

:ed  496  13.5++  14.1 


NBD  Bancorp  556  12.5  11.7 

Munford  557  12.5  def 

Public  Service  Colo  558  12.5  17.8 

Perkin-Elmer  559  12.5  def 

McKesson  560  12.4  11.7 


Zurn  Industries  621  11.3  10.4 

Utah  Power  &  Light  622  11.3  9.0 

Primark  623  11.2  11.2 

Ohio  Casualty  624  11.2  18.7 

Union  Camp  625  11.1  15.5 


•rican  President 
ew  England  Tel 
heast  Banking 
ker  State  Oil 
ety 


497 
498 
499 
S00 
501 


13.5++ 

13.4 

13.4 

13.4 

13.4 


12.2 

13.7 

6.6 

def 

18.9 


Duquesne  Light              561  12.4  9.1 

Rykoff-Sexton                562  12.4  10.4 

Trinova                           563  12.4  def 

First  Wisconsin              564  12.4  def 

Armstrong  World  Inds  565  12.4  17.8 


Textron  626  11.1  18.5 

Scott  Paper  627  11.1  15.5 

Tektronix  628  111  4.5 

United  Banks  of  Colo  629  11.0  def 

Norfolk  Southern  630  11.0  8.5 


lie  Svc  Enter 

gs  &  Stratton 
ey  National 
n  Industries 
iStates  Utils 


502 
503 
504 
505 
506 


13.4 
13.4 
13.4 
13.4 
13.3 


9.6 
8.0 
1.2 
16.3 
8.5 


Kansas  Gas  &  Elec  566  12.4  9.4 

Carteret  Bancorp  567  12.4+t  13.2 

Raychem  568  12.3  16.3 

Home  Federal  S&L  569  12.3+t  12.3 

Dominion  Resources  570  12.3  15.4 


United  Technologies  631  10.9  4.5 

Freeport-McMoRan  632  10.9  32.4 

Avnet  633  10.9  4.4 

Roper  Corp  634  10.9  26.7 

Archer-Daniels  635  10.9  12.7 


trey 

way 

tex 

on  Edison 

tral  111  Pub  Svc 


507 
508 
509 
510 
511 


13.3 
13.3 
13.3 
13.3 
13.3 


23.5 
10.3 
8.3 
13.3 
11.4 


Jefferson-Pilot  571  12.3  12.7 

Beverly  Enterprises  572  12.3  def 

Grow  Group  573  12.3  def 

Tandem  Computers  574  12.2  17.7 

Riggs  National  575  12.2  3.6 


Pacific  Lighting  636  10.9  14.5 

Westvaco  637  10.9  13.5 

Life  Investors  638  10.9  9.1 

Premier  Bancorp  639  10.8  def 

Marsh  Supermarkets  640  10.8  14.8 


Not  available     NE:  Negative  equity     def:  Deficit      tFour-year  average      ++Three-year  average. 
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WHO'S  WHERE  IN  PROFITABILITY 


Return  on  equity 

Return  on  equity 

Return  on  equity 

latest 

latest 

latt 

5-year 

12 

5-year 

12 

5-year 

1: 

Company 

rank 

average 

months 

Company 

rank 

average 

months 

Company 

rank 

average 

mon 

Mitchell  Energy 

641 

10.8% 

1.0% 

Central  Steel  &  Wire 

706 

9.0% 

8.9% 

Kaufman  &  Broad 

771 

6.5% 

18.1 

Atlanta  Gas  Light 

642 

10.8 

12.2 

Pueblo  International 

707 

9.0 

11.9 

Primerica 

772 

6.5 

18.! 

Dana 

643 

10.8 

11.9 

Wyman-Gordon 

708 

8.9 

def 

National  Distillers 

773 

6.4 

22.' 

Hawaiian  Electric 

644 

10.7 

12.0 

Lorimar-Telepictures 

709 

8.9 

def 

Public  Service  NH 

774 

6.4 

ll.( 

Marine  Midland  Banks  645 

10.7 

def 

Interco 

710 

8.8 

9.4 

Georgia-Pacific 

775 

6.4 

16.! 

West  Point-Pepperell 

646 

10.7 

10.3 

Tele-Communications  711 

8.7 

7.6 

Brockway  Inc  (NY) 

776 

6.3 

15.' 

A  men  Trust 

647 

10.7 

3.5 

Equitable  of  Iowa 

712 

8.7 

7.3 

GenCorp 

777 

6.3 

30.( 

Enron 

648 

10.7 

def 

M/A-Com 

713 

8.6 

def 

Cummins  Engine 

778 

6.3 

2.1 

; 

United  Telecom 

649 

10.7 

def 

Northern  Trust 

714 

8.6 

def 

NWA 

779 

6.2 

8.; 

Tyler 

650 

10.7 

6.7 

Seaway  Food  Town 

715 

8.5 

9.9 

Alexander's 

780 

6.2 

u 

Travelers 

651 

10.6 

10.7 

USLife 

716 

8.5 

9.4 

Stone  Container 

781 

6.2 

30.! 

EI  du  Pont  de  Nemours  652 

10.6 

12.7 

ITT 

717 

8.5 

11.0 

Honeywell 

782 

6.1 

de 

American  Cyanamid 

653 

10.6 

18.6 

Commercial  Metals 

718 

8.5 

6.9 

Weyerhaeuser 

783 

6.1 

13.C 

i 

Insilco 

654 

10.6 

10.4 

Centerre  Bancorp 

719 

8.4 

5.3 

No  Indiana  Pub  Svc 

784 

6.1 

4.; 

\ 

Foster  Wheeler 

655 

10.6 

5.7 

Ferro 

720 

8.3 

16.6 

Occidental  Petroleum 

785 

6.0 

3.. 

Willamette  Inds 

656 

10.6 

20.9 

No'western  Natl  Life 

721 

8.3 

12.2 

Pennwalt 

786 

6.0 

\U 

Gt  Western  Financial 

657 

10.6 

16.0 

Delta  Air  Lines 

722 

8.3 

16.0 

Sonat 

787 

5.9 

de 

Harsco 

658 

10.6 

13.0 

Aetna  Life  &  Cas 

723 

8.3 

15.8 

Armtek 

788 

5.9 

11.1 

i 

Transamerica 

659 

10.5 

18.4 

Texas  Eastern 

724 

8.3 

7.2 

Data  General 

789 

5.9 

de 

■ 

KN  Energy 

660 

10.5 

0.1 

DWG 

725 

8.3 

25.4 

Farm  House  Foods 

790 

5.7 

de 

American  Standard 

661 

10.5 

14.6 

Monsanto 

726 

8.2 

10.9 

Union  Pacific 

791 

5.6 

15.( 

Continental  Corp 

662 

10.4 

14.1 

California  First  Bk 

727 

8.2 

11.6 

Talley  Industries 

792 

5.6 

de 

Air  Prods  &  Chems 

663 

10.4 

14.7 

CertainTeed 

728 

8.1 

11.9 

Toro 

793 

5.6 

24.( 

Walt  Disney 

664 

10.4 

29.8 

Constar  lntl 

729 

8.1 

9.3 

Combustion  Eng 

794 

5.6 

6.t 

DeSoto 

665 

10.4 

11.9 

Gordon  Jewelry 

730 

8.0 

def 

Amoskeag 

795 

5.5 

5.1 

Culbro 

666 

10.4 

26.0 

Dow  Chemical 

731 

8.0 

20.4 

Mead 

796 

5.5 

13, 

General  Signal 

667 

10.3 

7.2 

Carpenter  Technology 

732 

8.0 

1.8 

Michigan  National 

797 

5.5 

14.; 

Paccar 

668 

10.3 

14.1 

Burlington  Northern 

733 

8.0 

9.5 

Intel 

798 

5.5 

6.1 

Jim  Walter 

669 

10.3 

14.7 

USF&G 

734 

8.0 

12.2 

Foodarama  Supermkts 

799 

5.4 

7.! 

Coleman 

670 

10.3 

10.4 

Cabot 

735 

8.0 

6.7 

International  Paper 

800 

5.2 

13.! 

Texas  Industries 

671 

10.3 

def 

Springs  Industries 

736 

7.9 

15.2 

Mohasco 

801 

5.2 

5.: 

Central  Maine  Power 

672 

10.2 

9.0 

First  Security 

737 

7.7 

3.4 

Polaroid 

802 

5.2 

15.< 

Guy  F  Atkinson 

673 

10.1 

5.0 

Interlake 

738 

7.6 

16.4 

Di  Giorgio 

803 

5.2 

de 

Entex 

674 

10.0 

def 

Gulf  &  Western 

739 

7.5 

15.4 

Borman's 

804 

5.2 

16.' 

Carson  Pirie  Scott 

675 

10.0 

def 

Omnicom  Group 

740 

7.5ft 

15.0 

Fischbach 

805 

5.2 

de 

Great  A&P  Tea 

676 

10.0 

11.9 

Tenneco 

741 

7.5 

def 

Nashua 

806 

5.2 

13.: 

Arkansas  Best 

677 

10.0 

6.3 

Alberto-Culver 

742 

7.4 

15.3 

Enserch 

807 

5.2 

2.( 

Harris  Corp 

678 

99 

9.3 

Caesars  World 

743 

7.3 

14.5 

Allied-Signal 

808 

5.1 

16.: 

Liquid  Air 

679 

9.9 

10.4 

Amdahl 

744 

7.3 

22.8 

Craig 

809 

5.0 

18.! 

Outboard  Marine 

680 

9.8 

11.1 

Chesapeake 

745 

7.3 

10.4 

Tit  Communications 

810 

4.9 

de 

Atlantic  Richfield 

681 

9.8 

18.0 

St  Paul  Cos 

746 

7.2 

20.9 

Computervision 

811 

4.8 

8.1 

Service  Merchandise 

682 

9.8 

def 

Santa  Fe  Southern 

747 

7.2 

0.2 

Allegis 

812 

4.8 

4.* 

Chevron 

683 

9.8 

4.5 

Potlatch 

748 

7.2 

18.3 

Staley  Continental 

813 

4.8 

6   I 

Pacific  Resources 

684 

9.7 

1.5 

American  Tel  &  Tel 

749 

7.2ft 

2.4 

Handy  &  Harman 

814 

4.8 

de 

Longview  Fibre 

685 

9.7 

26.5 

Union  Carbide 

750 

7.2 

17.5 

Great  American  Mgm 

815 

4.8 

°'1 

Goodyear 

686 

9.7 

28.3 

Washington  National 

751 

7.2 

6.5 

Boise  Cascade 

816 

4.6 

10.' 

Sun  Company 

687 

9.7 

6.4 

Lone  Star  Industries 

752 

7.1 

14.9 

Cigna 

817 

4.6 

i6.df 

Eaton 

688 

9.6 

17.9 

Louisiana  Land 

753 

7.0 

def 

American  Maize 

818 

4.6 

io.:r 

EFHutton  Group 

689 

9.6 

def 

CSX 

754 

7.0 

8.2 

IC  Industries 

819 

4.5 

12.T 

Eastman  Kodak 

690 

9.5 

11.0 

Bearings 

755 

6.9 

5.5 

Eastern  Gas  &  Fuel 

820 

4.5 

H 

1  irst  Chicago 

691 

9.5 

def 

Barnes  Group 

756 

6.9 

13.1 

American  Petrofina 

821 

4.4 

n. a 

SihlumbeiKer 

692 

9.5 

def 

CBI  Industries 

757 

6.9 

2.5 

lntl  Minerals  &  Chem 

822 

4.3 

3.*- 

Owens-Corning 

693 

9.5 

NE 

Texaco 

758 

6.9 

2.9 

Champion  Spark  Plug 

823 

4.3 

5.!f 

Coning  Glass  Works 

694 

9.5 

11.4 

Fieldcrest  Cannon 

759 

6.8 

6.9 

Texas  Instruments 

824 

4.3 

16..+ 

Del  E  Webb 

695 

9.4 

def 

Adolph  Coors 

760 

6.8 

4.9 

Zenith  Electronics 

825 

4.3 

de 

► 

it)  Southern 

696 

9.4 

def 

CalMat 

761 

6.8 

20.0 

Warner  Com m 

826 

4.3 

24.; 

RLC 

697 

9.3 

39 

Ashland  Oil 

762 

6.7 

14.3 

Best  Products 

827 

4.2 

def 

■rthern  Nekoosa 

698 

9.3 

20.3 

Skyline 

763 

6.7 

9.7 

Alcoa 

828 

4.0 

7(r 

Mobil 

699 

9.3 

7.1 

Penn  Central 

764 

6.7 

5.7 

CNW 

829 

4.0 

lO.'f 

Varian  \\soojtes 

700 

9.2 

5.1 

Atlantic  Financial 

765 

6.7t+ 

1.9 

United  Brands 

830 

3.9 

13.H 

► 

Xerox 

701 

9.2 

9.8 

Columbia  Gas  System 

766 

6.7 

7.0 

|P  Stevens 

831 

3.9 

10.H 

Busi: 

702 

9.1 

24.5 

General  Public  Utils 

767 

6.6 

14.0 

Louisiana-Pacific 

832 

3.8 

ii. ;l 

Noiv 

9  1 

def 

FW  Woolworth 

768 

6.6 

16.0 

Champion  lntl 

833 

3.8 

14.(| 

Cooper  Indu-.'! 

704 

9.1 

114 

Murphy  Oil 

769 

6.6 

def 

Commercial  Credit 

834 

3.8 

2.(f 

Whittaker 

705 

9  1 

14.5 

Unisys 

770 

6.5 

def 

Olin 

835 

3.7 

9.!] 

NAiNota 

equtt)                mi     ' 

Four-year  average     tfThree  \<.-.o  average 

220 

FORBES,  JANUARY 

11,  1' 

I 

\^^mmi^mt^^mmmt^^^m 

Return  on  equity 

Return  on  equity 

Return  on  equity 

latest 

latest 

latest 

5-year 

12 

5-year 

12 

5-year 

12 

',  apany 

rank 

average 

months 

Company 

rank 

average 

months 

Company                        rank 

average 

months 

1  ni 

836 

3.5% 

8.5% 

Reynolds  Metals 

901 

def 

15.5% 

Grossman's                     966 

deft 

44.4% 

itor  Financial 

837 

3.5tt 

def 

HH  Robertson 

902 

def 

def 

Pullman                          967 

deftt 

9.5 

as  American  Bcsh 

838 

3.5 

def 

Imperial  Corp  of  Am 

903 

def 

24.1 

Navistar  Intl                    968 

deftt 

NE 

-rsoll-Rand 

839 

3.4 

15.4 

Gould 

904 

def 

2.7 

LTV                                 969 

def 

NE 

CO 

840 

3.4 

def 

Pittston 

905 

def 

2.4 

Texas  Air                         970 

deftt 

def 

[  stone 

841 

3.3 

6.4 

Caterpillar 

906 

def 

1.0 

Allis-Chalmers               971 

deft 

NE 

liburton 

842 

3.3 

0.9 

First  City  Bancorp 

907 

def 

def 

Wickes  Cos                     972 

deftt 

13.7 

ne 

843 

3.2 

28.0 

Stewart  &  Stevenson 

908 

def 

7.9 

Storage  Technology       973 

deft 

NE 

r-McGee 

844 

3.0 

5.7 

Moore  McCormack 

909 

def 

6.5 

Tiger  International        974 

deft 

NE 

Smith 

845 

3.0 

7.9 

Datapoint 

910 

def 

def 

Consolidated  Rail          975 

NE 

NE 

ie  M  Jorgensen 

846 

3.0 

def 

Mack  Trucks 

911 

def 

4.2 

AM  International 

NA 

def 

[  ler  Manufacturing 

847 

2.8 

2.5 

First  Pennsylvania 

912 

def 

def 

Alco  Health  Services 

NA 

14.1 

s  Stores 

848 

2.8t 

def 

Amfac 

913 

def 

def 

Allegheny  Ludlum 

NA 

NA 

S  Energy 

849 

2.8 

6.9 

Interstate  Bakeries 

914 

def 

12.1 

AmeriFirst  Federal 

NA 

NA 

man's  Fund 

850 

2.7 

22.6 

Dravo 

915 

def 

def 

Anchor  Savings  Bank 

NA 

NA 

I 

851 

2.7 

11.3 

Ampco-Pittsburgh 

916 

def 

def 

Aristech  Chemical 

NA 

19.3 

ly  Manufacturing 

852 

2.6 

10.2 

Orion  Capital 

917 

def 

def 

Bear  Stearns  Cos 

NA 

18.6 

lity  Industries 

853 

2.5 

2.3 

BF  Goodrich 

918 

def 

9.1 

Benj  Franklin  S&L 

NA 

NA 

vmont  Mining 

854 

2.5 

15.8 

US  Home 

919 

def 

1.8 

Boys  Markets 

NA 

73.6 

Grace 

855 

2.4 

def 

Florida  Federal  S&L 

920 

deftt 

def 

Carter  Hawley  Hale 

NA 

NA 

Id  Shipyards 

856 

2.2 

NA 

Fluor 

921 

def 

def 

Castle  &  Cooke 

NA 

4.2 

»rn  Apple  Valley 

857 

2.1 

def 

Control  Data 

922 

def 

def 

Child  World 

NA 

5.4 

;n  Group 

858 

2.0 

def 

Zapata 

923 

def 

def 

Coast  S&L  Assoc 

NA 

13.5 

ahattan  Industries 

859 

2.0 

def 

Phelps  Dodge 

924 

def 

6.8 

Coca-Cola  Enterprises 

NA 

4.5 

an  Aluminium 

860 

2.0 

10.7 

Kerr  Glass  Mfg 

925 

def 

3.8 

Costco  Wholesale 

NA 

4.1 

Kalb 

861 

1.8 

5.3 

KaiserTech 

926 

def 

def 

CrossLand  Savings  FSB 

NA 

7.3 

leral  Refractories 

862 

1.7 

48.2 

Inland  Steel  Inds 

927 

def 

9.4 

Cyprus  Minerals 

NA 

2.5 

Dermott  Intl 

863 

1.7 

def 

USX 

928 

def 

def 

Diamond  Sham  R&M 

NA 

16.6 

le-Picher  Inds 

864 

1.7 

21.9 

Arrow  Electronics 

929 

def 

def 

Dime  Savings  Bank 

NA 

NA 

1  Natl  Mortgage 

865 

1.5 

13.8 

Continental  Illinois 

930 

def 

def 

E-II  Holdings 

NA 

NA 

ero  Energy 

866 

1.5 

1.9 

Copperweld 

931 

def 

1.3 

Edgcomb 

NA 

def 

wart-Warner 

867 

1.3 

def 

Tesoro  Petroleum 

932 

def 

def 

Empire  of  America 

NA 

def 

;boro 

868 

1.3 

def 

Northwestern  Steel 

933 

def 

3.4 

Foodmaker 

NA 

22.1 

Group 

869 

1.0 

22.5 

Asarco 

934 

def 

19.1 

Fruit  of  the  Loom 

NA 

NE 

International 

870 

0.8 

9.5 

Inco 

935 

def 

1.8 

GM  Hughes  Electronics 

NA 

3.1 

•sser  Industries 

871 

0.8 

def 

Clark  Equipment 

936 

def 

def 

General  Mills 

NA 

34.1 

ihandle  Eastern 

872 

0.7 

def 

NL  Industries 

937 

def 

def 

Georgia  Gulf 

NA 

55.5 

stmoreland  Coal 

873 

0.7 

4.0 

National  Intergroup 

938 

def 

def 

GlenFed 

NA 

15.4 

lliams  Cos 

874 

0.6 

def 

UNC 

939 

def 

11.3 

Goldome 

NA 

NA 

teticial  Corp 

875 

0.6 

def 

Baker  Hughes 

940 

deft 

def 

Henley  Group 

NA 

def 

•  Line 

876 

0.4 

def 

Harnischfeger  Inds 

941 

def 

1.5 

Hills  Dept  Stores 

NA 

NE 

nada 

877 

0.3 

3.4 

LB  Foster 

942 

def 

def 

Home  Group 

NA 

19.5 

lerada  Hess 

878 

0.3 

11.9 

Fairchild  industries 

943 

def 

def 

Home  Shopping 

NA 

58.9 

icinnati  Milacron 

879 

0.1 

4.1 

United  Merchants 

944 

def 

def 

IBP 

NA 

NA 

meron  Iron  Works 

880 

0.1 

def 

Businessland 

945 

deft 

11.8 

Leslie  Fay  Cos 

NA 

18.5 

tional-Standard 

881 

def 

def 

AMAX 

946 

def 

20.2 

Masco  Industries 

NA 

21.3 

neral  Instrument 

882 

def 

def 

Mattel 

947 

deft 

def 

Maxus  Energy 

NA 

def 

ere 

883 

def 

def 

Wilson  Foods 

948 

def 

7.8 

Morgan  Stanley 

NA 

32.0 

Kens 

884 

def 

11.1 

PACE  Membership 

949 

deft 

0.7 

Neiman-Marcus  Group 

NA 

NA 

lkAmerica 

885 

def 

def 

Armco 

950 

def 

23.0 

Pay'n  Save 

NA 

def 

Jiville 

886 

def 

13.0 

Inspiration  Resource 

951 

def 

def 

Premark  Intl 

NA 

def 

■xandcr  &  Alexander  887 

deft 

18.5 

Trans  World  Airlines 

952 

deftt 

121.1 

SSMC 

NA 

.     4.5 

arge 

888 

def 

13.3 

Bethlehem  Steel 

953 

def 

15.7 

Standard  Fedl  Bank 

NA 

NA 

nesco 

889 

def 

24.0 

American  Hoist 

954 

def 

def 

TCF  Banking  &  Savings 

NA 

2.1 

sorts  Intl 

890 

def 

def 

AH  Robins 

955 

deftt 

176.4 

Talman  Home  Fedl 

NA 

NA 

:or 

891 

def 

14.4 

Smith  International 

956 

def 

def 

Tosco 

NA 

def 

ick  &  Decker 

892 

def 

9.0 

Western  Co  No  Amer 

957 

def 

NE 

Turner  Broadcasting 

NA 

NE 

ppers 

893 

def 

14.5 

Allegheny  Intl 

958 

def 

def 

UNUM  Corp 

NA 

NA 

nken 

894 

def 

def 

Pan  Am 

959 

def 

def 

Varity  Corp 

NA 

def 

/ton 

895 

def 

def 

Ideal  Basic  Inds 

960 

deft 

def 

Viacom 

NA 

NA 

jwn  Central  Pet 

896 

def 

def 

Wheeling-Pittsburgh 

961 

deft 

NE 

Vista  Chemical 

NA 

def 

ited  Financial 

897 

def 

def 

Charter 

962 

deftt 

119.8 

Vons  Cos 

NA 

NE 

iTX 

898 

def 

16.1 

Western  Union 

963 

def 

NE 

Western  Auto  Supply 

NA 

500.0  + 

tl  Semiconductor 

899 

def 

def 

Gearhart  Industries 

964 

def 

NE 

York  International 

NA 

NA 

her  Foods 

900 

def 

def 

Savin 

965 

deft 

NE 

K;  Not  available.     NE 

Negative 

equity 

jef:  Deficit 

rFour-year  average.     ttThree-year  average. 
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f  Memo  to  Phil  in  DP:  Have  we  lost 
our  minds? 

Our  friends  on  the  6th  floor  want  to  get  their 
hands  on  '386' PCs  as  soon  as  possible.  And  I 
agree.  My  question  is  —  why  do  we  automatically 
assume  that  means  IBM*  ?  Now,  we  have  a  choice. 
I  suggest  you  look  at  AT&T.  The  AT&T  6386 
works  with  the  PCs  we  already  have,  and  we  can 
run  the  same  programs  we're  running  now  as  well 
as  those  we'll  run  tomorrow.  The  issue  here  isn't 
just  computers  and  software.  But,  it's  keeping  our 
options  open.  Now  and  down  the  road.  And  we 
know  that  AT&T  is  on  our  side  in  the  long  run. 


AT&T  comes  through.  MM 


Introducing  the  AM"  6386 
WorkGroup  System 

AW  brings  you  freedom  of  choice  in  operating 
environments,  compatibility  with  existing  products,  and 
investment  protection  that  keeps  your  options  open  today  and 
tomorrow. 

AW  now  unlocks  the  full  power  of  the  INTEL  80386 
chip  with  Unix*  System  V  32-bit  architecture  and  superior 
speed  and  memory  for  demanding  applications. 

The  6386  WGS  is  compatible  with  MS**-DOS  software, 
Simul-Task  386  (DOS  under  ink  System  V)  -even  OS/2. 

Additional  advantages  include:  Desktop  model  support- 
ing up  to  20  users,  and  Extended  Server  model  supporting 
up  to  32;  RAM  expansion  up  to  64  MB;  integral  streaming 
tape  backup  for  40, 60,  or  125  MB;  and  a  choice  of  SK,"  or  W 
disk  drives. 

To  learn  more,  contact  vour  AW  Account  Executive.  Or 
call  1 800  247-1212. 

From  equipment  to  networking,  from  computers 
to  communications,  AW  is  the  right  choice. 

f>  198"  AT&T 

♦IBM  is  a  registered  trademark  of  lnlcrn.Uion.il  Business  Machines  Corp 
* '  Ms  is  3  trademark  of  Microsoft  (<>rp 


AT&T 

The  right  choice. 


WHO'S  WHERE  IN 
THE  INDUSTRY  GROUPS 


Five-year  averages  describe  past  performance.  Latest- 
1 2-month  results  show  where  an  industry  may  be  headed. 


By  Steve  Kicben 


Wall  Street's  collapse  effectively  capped  lackluster 
trends  in  corporate  profitability.  For  14  out  of  31  major 
industry  groups,  latest- 12-month  returns  on  equity 
lagged  five-year  results.  And  50  out  of  91  subindustry 
groups  fell  behind  their  long-term  records. 

Retailing,  telecommunications,  aerospace  and  defense, 
natural  gas,  and  banks  and  thrifts  could  be  in  for  a  sharp  drop 
in  long-term  profitability  rankings,  because  their  recent 
performances  are  way  below  their  long-term  trends.  This 
means  that  many  industry  groups  are  likely  to  shift  posi- 
tions next  year.  Beverages  and  tobacco  led  the  group,  based 
on  a  five-year  profitability  of  20.5% .  But  over  the  latest  1 2 
months  the  top  industry  group  would  be  health,  with  a  20% 
return  on  equity.  Based  on  latest- 12-month  results  the 


insurance  industry  would  move  up  to  7th  place,  versus 
17th-place  slot  it  holds  in  long-term  performance.  By  the 
same  measure,  paper  companies  would  move  from  the  21 
position  in  long-term  performance  to  9th  for  the  last  12 
months. 

For  the  fourth  year  in  a  row,  beverages  and  tobacco 
remains  the  most  profitable  industry.  Within  this  group, 
the  soft-drink  subindustry,  with  a  24.2%  return,  is  much 
more  profitable  than  alcoholic  beverages,  a  group  in  whic 
five-year  average  return  on  equity  fell  from  20.3%  to 
15.9%,  and  latest- 1 2-month  profitability  is  down  to  1 4. 1  % 
Weakness  in  this  subindustry  could  eventually  push  bev 
erages  and  tobacco  down  a  couple  of  notches.  While  the 
metals  industry  remains  mired  in  last  place,  its  return  to 
profitability  in  the  latest  12  months  is  an  encouraging  sig 
of  better  prospects.  ■ 
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HE  NEW  JAPAN-U.S.  RELATIONS 

.E  GLOBALIZATION  OF  THE  JAPANESE  ECONOMY 


Ririan  Robins 

e  transformation  could  hardly  be 
Dre  dramatic. 

This  time  last  year,  as  Japan  grap- 
3d  with  the  hike  of  the  yen  against 
e  U.S.  dollar,  there  was  an  all  per 
siye  mood  of  gloom  surrounding 
e  Japanese  economy. 
Now,  with  the  yen  below  ¥140  to 
e  U.S.  dollar,  and  poised  to  become 
-onger  over  the  balance  of  the 
ar,  its  manufacturing  sector  has 
covered  strongly  from  the  initial  tur- 
oil,  emerging  leaner  and  more  com 
rtitive  than  ever  before. 


'an  Robins  is  the  Tokyo 
rrespondent  for  the 
istralian  Financial  Review. 


The  transformation  of  the  industrial 
structure  is  still  underway,  with  old 
line  heavy  industry— steel,  ship- 
building, heavy  machinery  and  the 
like  facing  an  uphill  battle  to  maintain 
competitiveness. 

Newer  service  sector  industries 
continue  to  register  strong  growth, 
backed  by  both  the  changing  indus- 
trial structure,  and  the  newfound  af- 
fluence of  consumers.  The  role  of  the 
services  sector  has  become  more 
prominent,  accounting  for  almost 
50%  of  output. 

For  the  first  time  in  several  years, 
domestic  expansion  has  taken  over 
from  the  export  sector  as  the  primary 
engine  of  Japan's  economic  growth. 
In  the  process,  many  of  the  former 
pressure  points  in  Japan-U.S.  bilateral 
relations  have  drifted  into  the  back- 


ground, although  other  issues  have 
surfaced. 

Much  of  the  trade  and  finance  sec- 
tor friction  of  the  past  few  years  has 
eased  as  a  result  of  the  relaxing  of 
Japan's  industrial  controls,  the  reval- 
uation of  the  yen,  and  also  financial 
deregulation.  Other  pressure  points 
remain.  Specifically,  Japan's  tight 
controls  over  its  agricultural  sector, 
and  the  virtual  refusal  of  the  authori- 
ties to  take  seriously  pressure  to  give 
foreign  contractors  access  to  the 
domestic  construction  sector,  in  par- 
ticular, the  Kansai  Airport  project. 

MANUFACTURING'S 
REMARKABLE  FLEXIBILITY 

Despite  the  earlier  handwringing 
in  Japan  over  the  devastating  impact 
(continued  on  page  4) 
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A  Troubled  Partnership:  Perseverance,  Not  Passion,  Is  What  We  Need  Now 


By  Mike  Mansfield 

United  States  Ambassador  to  Japan 

a      Events  and  ac- 
tions on  both  sides 
of  the  Pacific  during 
1987  have  brought 
us  to  a  critical  junc- 
ture in  the  U.S.- 
Japan relationship. 
For  that  reason, I 
am  especially 
grateful  for  this 
opportunity  to  address  the  readers  of 
FORBES  Magazine  in  the  Japan  sup- 
plement of  its  Fortieth  Annual  Report 
on  American  Industry. 

After  the  U.S.  decision  to  impose 
trade  sanctions  on  Japan  over  semi- 
conductors last  April,  headlines  blared 
the  news  that  a  de  facto  '  'trade  war" 
had  begun.  Soon  afterwards  followed 
revelation  of  a  Toshiba  Corporation 
subsidiary's  role  in  an  especially 
damaging  leak  of  strategic  technology 
to  the  Soviet  Union.  Later  in  the  year 
American  firms'  access  to  Japan's 
highly  protected  markets  for  con- 
struction goods  and  services  and  for 
agricultural  products  rose  to  the  top 
of  the  bilateral  agenda.  And,  as  I  write 
this,  the  Congress  continues  to  delib- 
erate a  trade  bill  that  will  shape  the 
course  of  international  trade  for  years 
to  come 

I  regard  the  current  tension  over 
trade  issues  with  concern,  but  not 
because  I  see  irresolvable  problems 
between  the  U.S.  and  Japan.  I  remain 
confident  about  the  long-term  pros- 
pects for  US-Japan  relations.  Yes, 
there  are  problems  in  our  relationship. 
They  cannot  be  glossed  over  or  ne- 
glected. They  can  be  solved,  provided 
we  and  our  Japanese  negotiating 
partners  retain  a  clear  sense  of  the 
costs  of  failure  to  solve  them. 

I  am  alarmed  because  I  sense  that 


emotion  has  been  displacing  reason 
in  our  dialogue.  I  sense  that  the  pas- 
sions generated  by  persistent  trade 
issues  may  spill  over  to  damage  close 
and  irreplaceable  U.S.-Japan  cooper- 
ation on  political  and  security  mat- 
ters, in  science  and  culture,  and  on 
macroeconomic  questions. 

A  new  and  sour  mood  is  found  on 
both  sides  of  the  Pacific.  The  major 
cause  is  the  notion  that  our  trading 
relationship  is  not  "fair."  It  is  one 
thing  on  which  both  Americans  and 
Japanese  can  agree.  In  both  nations  a 
perception  is  spreading  that  one's 
own  country  is  the  victim,  and  the 
ether  nation  is  the  aggressor. 

The  short  term  solutions  of  protec- 
tionism carry  a  certain  appeal  to 
Americans  seeking  a  quick  fix  to 
more  complex  problems.  But  instead 
of  producing  lasting  results,  a  retreat 
to  protectionism  will  only  lead  to 
unpleasant  repercussions  and  hostile 
retaliation  — a  lesson  we  should  have 
learned  for  good  in  1930.  Lest  we 
forget,  Americans  too  have  much  to 
lose  from  a  trade  war.  For  example, 
Japan  buys  20%  of  our  agricultural 
exports,  65%  of  the  fish  we  sell 
abroad,  15%  of  the  commercial  air- 
craft. Technology  developed  in  Japan 
and  encapsulated  in  its  products  plays 
a  major  role  in  our  affluent  lifestyles. 

I  believe  it  is  still  possible  to  pursue 
a  dialogue  with  Japan  on  a  reasoned 
basis,  free  of  distortion  and  passion. 
We  need  to  set  a  clear  agenda  of 
specific  objectives  and  intentions  and 
abide  by  it.  We  must  persist  until  we 
find  solutions,  applying  firm  pressure 
buttressed  by  facts.  We  must  monitor 
carefully  compliance  with  agreements 
reached— our  own  as  well  as  Japan's. 

WHAT  SHOULD  WE  ASK  OF  JAPAN? 

From  war-torn  poverty  just  40  years 
ago,  Japan  has  matured  into  the 


second  largest  economy  in  the  worf 
With  Japan's  economic  maturity  a 
emergence  as  a  leading  economic 
power  come  concomitant  responsi 
ties  in  the  world  economic  communi' 

For  years,  Japan's  export-orient© 
economy  has  benefited  from  the 
world-free  trading  system;  now 
Japan  must  likewise  ensure  that  he 
trading  partners  have  equal  access 
her  own  market.  Today  the  world  ex 
pects  Japan  to  buy  as  much,  or  nel 
ly  as  much,  as  it  sells.  All  the  foreign 
aid,  all  the  recycled  money,  welcom 
as  it  is,  cannot  substitute  for  truly 
open  Japanese  markets.  As  long  as 
there  remain,  in  addition  to  a  trade 
surplus  approaching  one  hundred 
billion  dollars  per  year,  petty  regula- 
tions that  discriminate  in  favor  of 
Japan-made  products,  a  highly  pro 
tected  agricultural  sector,  a  pervasiv 
attitude  that  foreign  firms  have  little 
to  contribute,  that  Japanese  goods 
are  best  at  any  price,  Japan  will  feel 
the  world's  pressure. 

What  Japan  should  do  is  quite 
clear.  It  should  put  into  action  the 
recommendations  of  the  visionary 
"Maekawa  Report."  Thatdocumen 
points  the  way  to  a  more  con- 
sumption-oriented economy— an 
economy  that  will  absorb  more  of 
Japan's  products  at  home.  To  get 
there,  Japan  must  not  only  adjust  its 
economic  structure  to  the  impera- 
tives of  the  "high  yen."  It  must  also 
adjust  its  people's  attitude  toward 
Japan's  role  in  the  world.  The  effort 
would  be  worth  it.  When  successful 
Japan  would  be  assured  that  it  coul< 
live  in  harmony  with  its  friends  and 
allies.  Its  people  could  enjoy  the  fruii 
of  their  tremendous  labors  over  the 
past  forty  years,  in  the  form  of  radica 
higher  living  standards. 

I  have  not  the  slightest  doubt  as  t< 
the  sincerity  of  the  Maekawa  panel. 


Foreign  exchange. 

It  started  as  a  simple  purchase  of  a  box 
lunch  on  a  Shibuya  side  street.  And  ended  by 
yielding  some  expert  travel  advice  from  an 
unexpected  source. 

That's  Tokyo.  By  way  of  United. 

Only  United  can  get  you  to  Tokyo  from 
all  across  this  country.  With  Friendly  Skies 
service  that  provides  the  best  in  international 
travel:  fine  food,  fine  wine,  and  attention  to 
the  fine  details. 

Because  we  know,  like  you,  that  the  little 
joys  along  the  side  streets  can  make  the  fast 
track  a  lot  easier. 

United.  Rededicated  to  giving  you  the 
service  you  deserve. 

Come  fly  the  friendly  skies. 


I 


1 


1 


Osaka  •  HonUKonc  •  Seoul  •  Tah*i  «  Sydney  .  Melbourne  •  Beiiing  •  Shanghai  .  Auckland  •  Singapore  •  Manila  •  Bangkok 
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question,  nowever,  if  Japan  as  a  whole 
has  yet  the  political  will  to  do  what  it 
ought  to  do  in  its  own  interest.  I 
wonder  if  the  Japanese  can  learn  to 
think  of  themselves  not  as  the  inhabi- 
tants of  a  "little  island  nation  with  no 
resources"  but  rather  as  the  people 
of  a  nation  in  civilization's  vanguard.  I 
hope  they  can.  Although  Japan's  land 
area  may  be  cramped,  there  is  no 
reason  why  the  imaginations  of  its 
people  should  be  limited. 

And  what,  in  turn,  should  Japan 
ask  of  us? 

We  in  America  have  obligations  of 
our  own.  Our  greatest  task  is  to  reduce 
the  massive  fiscal  deficit  which  drains 
our  economy  and  contributes  greatly 
to  the  trade  imbalance. 

We  must  resign  ourselves  to  the 
unpleasant  fact  that  we  must  curtail 
our  carefree  spending  habits  and 
balance  our  budget.  The  resultant 
belt-tightening  will  be  painful  and 
politically  unpopular.  But  we  simply 
cannot  continue  to  borrow  from  the 
future  to  finance  the  high  consump- 
tion of  today. 

U.S.  industry  must  rise  to  meet  the 
competitive  challenge  from  Japan  as 
well.  In  many  ways,  the  Japanese 
have  reestablished  the  high  standards 
from  which  many  American  busi- 
nesses have  strayed  in  an  effort  to  cut 
costs  and  pump  up  the  bottom  line. 
Successful  competition  with  Japan 
will  require  a  return  to  the  basics: 
quality  of  workmanship,  quality  con- 
trol, increased  productivity  and 
customer  service  For  U.S  industry  to 
prosper,  it  will  have  to  meet  these 
standards  at  home  as  well  as  in 
foreign  markets;  American  con- 
sumers have  already  confirmed  this 
through  their  buying  behavior. 

Japan  holds  great  opportunity  for 
the  American  company  willing  to 
enter  and  persist  in  its  market.  Indeed, 


i 


I  expect  that  the  businessman  with 
foresight  is  already  in  or  about  to 
enter  the  Japanese  market.  The  strong 
yen  now  provides  unprecedented  op- 
portunity for  U.S.  exports  to  Japan,  if 
we  concentrate  on  market  share 
rather  than  short-term  profits. 

American  firms  intent  on  develop- 
ing markets  in  Japan  will  find  in  the 
U.S.  Government  a  strong  partner.  In 
response  to  vigorous  representations 
by  the  U.S.,  Japanese  government 
regulations  have  been  simplified  or 
clarified,  making  business  dealings 
with  the  Japanese  more  defined  and 
hence,  more  attractive  for  the  foreign 
businessman.  Because  we  have  made 
real  progress  in  recent  years,  the  en- 
vironment has  never  been  better  for 
conducting  business  in  Japan.  But 
American  firms  must  take  up  the  chal- 
lenge and  go  through  the  doors  that 
have  been  cracked  opened  for  them. 

There  is,  indeed,  no  substitute  for 
success  in  working  out  our  trade  pro- 
blems with  Japan.  Our  interdepend- 
ence is  a  fact  that  we  deny  at  our  own 
peril.  And  yet,  great  as  our  coopera- 
tion is  in  nearly  every  sphere  of 
human  endeavor,  so  far  we  have 
merely  traced  the  possibilities.  With 
patience  and  a  clear  sense  of  our 
mutual  interests  and  priorities,  I 
believe  that  the  U.S. -Japan  partner- 
ship that  has  been  forged  with  so 
much  effort  over  the  past  40  years 
will  not  falter.  It  will  remain  the  force 
that  assures  the  peace  and  prosperity 
of  the  Pacific  region. 


Mike  Mansfield, 

United  States  Ambassador  to  Japan 


(continued  from  page  II 
of  the  currency  revaluation  in  forcing 
a  "hollowing-out"  of  industry,  the 
manufacturing  sector  has  demon- 
strated remarkable  flexibility  in 
restructuring  quickly  and  effectively 

As  part  of  the  whole-scale  shift  o( 
Japan's  industrial  structure  that  is 
now  underway,  the  major  benefician 
is  the  U.S.,  which  is  the  target  of  a 
large  wave  of  new  investment  by 
Japan's  auto  sector  which  has 
brought  in  its  wake  heavy  spend-   • 
ing  by  Japan's  auto  parts  suppliers, 
eager  not  to  retain  their  longstandirl 
links  with  the  big  auto  producers 
themselves.  Along  with  this,  there 
have  been  selected  acquisitions  of 
U.S.  companies. 

Japan's  present  round  of  fixed  in- 
vestment in  the  U.S.  runs  far  beyond 
the  levels  indicated  by  its  manufacti 
ing  sector,  however,  with  regular  he 
lines  during  1987  over  the  large  rea 
estate  purchases  in  the  U.S.  by  Jape 
ese  investors  eager  to  take  advantac 
of  its  more  liquid  property  market. 

It  was  a  similar  story  in  the  financi 
services  sector.  Yasuda  Marine 
bought  a  25%  stake  in  the  brokerag 
firm  PaineWebber,  and  Nippon  Life! 
initial  13%  holding  in  Shearson 
Lehman  Brothers,  following  Sumiton 
Bank's  earlier  purchase  of  a  stake  in 
Goldman  Sachs.  Eagerness  to  expai 
their  existing  operations,  and  to  get 
direct  access  to  U.S.  investment 
expertise,  has  been  the  driving  forcf 
behind  these  acquisitions. 

Direct  foreign  investments  by  all 
sectors  of  Japanese  industry  is 
forecast  by  some  groups  in  Japan  tc 
reach  $20.9  billion  in  1991,  of  which 
$8.1  billion  will  be  accounted  for  by> 
manufacturing  companies.  Clearly, 
the  bulk  of  this  will  be  in  the  U.S.  as 
the  historical  pattern  of  Japanese 
companies  investing  in  new  capacit 
in  lower  cost  countries,  largely  in 
Asia,  is  reversed  gradually  as  they 
seek  to  ensure  continued  access  to 
the  U.S.  market. 


or 


rom  high-performant  k 
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Perform; 
designee 


CP2030 

Boasting  silent  operation 
thanks  to  revolutionary 
Bubble-Jet  printing  tech- 
»       nology,  the  CP2030 
.v^'V      performs  all  routine 
*  \J*       calculations,  plus 
X"  financial,  statistical 
and  scientific  calcula- 
tions. It's  even  easily  pro- 
grammable to  tackle  specific 
tasks. 

CP1211D 

A  12-digit  printer/display 
desktop  calculator 
that  takes  the  J?  «£r^  "* 

work  out  of  <  JSE*!-? 

even  the 

most  complex  cal- 
culations, the  CP1211D 
features  single  live  mem- 
ory, an  equals/clear  key,  quick 
load  paper  feed,  automatic  averaging  and  paired 
addition  capability 


Typewriters  i 


AP800  SERIES/ 
AP850 

A  series  of  type 
writers  that  grow 
as  businesses 
grow  with  a  van 
ety  of  display 
and  peripheral 
\      options  Add 
more  memory, 
select  from  2-  or  8- 
Ime  display— or 
even  a  9-inch 
I       screen.  The  AP800 
Series  also  features 
our  silent  Gentle  Impact  printing  system. 

The  AP850,  top  of-the-lme  in  the  AP800  Series, 
features  a  reversible  black-and-white  25-line,  80 
character,  9-inch  screen  display  with  a  zoom  fea- 
ture to  permit  closer  viewing  of  any  three  lines. 
Standard  features  include  automatic  formatting, 
correction  memory  and  adjustable  keyboard 


CAT 

The  Canon  Cat  is  the 
world's  first  Work  Proces 
sor,  helping  you  write 
and  edit,  communi 
cate  and  calculate, 
and  it'll  even 
dial  your  phone 
The  Cat  works 
the  way  people  think 


Copiers  I 


NP-8000  SERIES 

Canon's  top-of-the-line  copiers  beat  tight  bus! 
deadlines  with  a  speed  of  70  copies  per  minul 
Together  with  high-volume  performance  and  f 
Canon's  most  advanced  features,  these  co 
speed  you  through  the  biggest  jobs.  With  I 
amount  of  effort. 


NP-4000/NP-3000  SERIES 
Dual  color  copying  and  automatic  system  per- 
formance make  it  easy  to  change  copy  colors  or 
copy  in  two  colors  at  the  same  time.  With  Mm. 
the  high-performance  NP-4000  Series, 
you  get  up  to  40  copies  per  minute  and 
a  choice  of  five  dual  color  copiers  with 
features  like  image  editing  and  auto- 
matic duplexing  The  compact 
NP-3000  Series  copiers  make  up  to 
27  copies  per  minute,  and  come  in 
four  unique  models  to  give  you  just 
what  you  need. 


tf  J 


COLOR  LASER  COPIER 

Canon's  Color  Laser  Copier  does  things  no  copier 
has  ever  done  before  Like  produce  brilliant  full- 
color  copies  in  seconds,  change  a  color  to  any 
desired  color  and  digitally  "create"  entirely  new 
images  from  any  original.  Even  from  35mm  slides 
and  negative  film. 
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Facsimile  I 

FAX-L920 

The  Canon  FAX-L920  gives  business  a  morei 

erful  way  to  communicate.  It  can  transmit  doc 

ments  at  a  fast  12 

sees/page  and 

with  its  laser  tech 

nology  will  give  you 

crisp,  clear  copies       H 

on  plain  paper. 

Advanced  automatic 

features  include  one- 

louch  speed-dialing  to 

50  locations,  with 

coded  speed-dialing 

to  100  more,  automatic 

document  feeder  that 

accepts  up  to  50 

pages  plus  much 

more. 


personal  convenience, 
signed  for  every  workstyle... 


i 

verything  a  standard  busi 

simile  should  do. 

e.  It  can  send  j^ 

nts  any- 

as  little  as 

page, 

ial130 

and  can 
5  shades 
v  excellent 
transmission 


-120,  in  an  attractive  white  finish,  works  as 
ful  facsimile,  multi-function  telephone  and  a 
convenience  copier  Features 
include  17-second  transmis- 
sion, speed-dialing  to 
52  locations,  plus 
f.    ^^7^^-      I   advanced  func- 
tions for  net- 
working capability. 


PZ-D 

Canon's  PZ-D  is  a  convenient 
palmprmter  that  uses  one-and- 
a-half  inch  wide  plain  paper.  It  is 
equipped  with  an  8-digit  liquid 
crystal  display,  single  live  mem- 
ory, square  root  and  percentage 
functions 


LS-53 

The  LS-53  is  an  exquisitely 
designed  personal  calculator 
that's  solar  powered  and  ready 
to  use  the  moment  you  slip  it  from 
our  pocket.  At  a  price  that  won't 
break  your  wallet.  Large  feather- 
light  touch  keys  and  a  large 
8-digit  LCD  display  make 
calculations  quick  and  easy. 


FINANCIAL  II 

The  FINANCIAL  II  is 
a  compact,  carry- 
it-anywhere  calcula- 
tor designed  to 
perform  a  wide  range 
of  financial  calcula- 
tions involving  loans, 
sinking  funds  and 
compound  interest 
rates.  A  host  of  function 
keys  permit  mathematical,  statistical  and 
profit  margin  calculations. 

Typewriters  ^ggggggggggggg 

S-68S 

Perfectly  suited  for  the  home  office, 
the  Canon  S-68S  has  a  90,000 
word  dictionary  to  help 
detect  misspellings.  Add 
specific  words  to 
memory  by  using  the 

handy  100-word  user 
dictionary.  The  S-68S 
also  features 
superb  daisy 
wheel  printing. 


tonal  products  designed 
icrease  your  productivity. 
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jt  powerful,  the  Canon  P28-D  combines 
compact  desktop  design  with  full-size 

calculator  and  printing  features. 
Perform  a  wide  range  of  daily 
calculations  including  per- 
centage add-on  and  dis- 
count, mark-up/ 
mark-down  plus  a 
host  of  convenient 
calculator 
features. 


S-58 

Automatic  functions  including  carrier  return, 
underlining,  correction  memory  for  up  to  30  char- 
acters and  daisy  wheel 
printing  make  thii 
an  ideal  home 
typewriter.  But 
there's  more. 
Because 
there's 
a  calculator 
built-in! 


TYPESTAR  7 

A  portable  typewriter  that  lets  you  work  just  about 
anywhere,  even  outdoors.  Features  full  lift-off  cor- 
rection, 3-page  text 
memory,  letter  quality 
typing  and  it  can 
interface  with  a 
home  computer. 
It  even  types  in 
two  colors  with 
a  different  ribbort 
cartridge. 


Copiers 


PC-3/PC-5/PC-5L/PC  MINI-CARTRIDGE 

The  Canon  line  of  personal  copiers  offer  a  host  of 
convenient  features  that  make  them  perfect  for  the 
home  or  small  office.  The  PC-3  is  a  compact,  port- 
able unit  that  weighs  only  25Vi  pounds  and  comes 
in  4  colors— red,  blue,  black  and  white.  The  PC-5 
and  PC-5L  are  designed  with  a  Multi-Stack  Feeder 
that  feeds  up  to  50  sheets  at  a  time,  from  business 
card  size  up  to  letter  size  (PC-5)  and  legal  size 
(PC-5L).  The  PC  Mini-Cartridge,  used  in  the  PC-3, 
PC-5  and  PC-5L,  allows  for  virtually  service-free 
copying  and  it  copies  in  five  great  colors— black, 
red.  blue,  brown  and  green. 


Facsimile  jggg/ggggggggggggggjggggg^ 

FAXPHONE  20 

Perfect  for  the  home  office,  the  FaxPhone  20  is  a 

multi-function  telephone,  a  powerful  facsimile  and 

a  convenience  copier  all  in  one  small  desktop  unit. 

It  offers  speed-dialing  to  52  locations,  transmission 

of  an  ordinary  business 

letter  in  only  17  seconds 

and  advanced  tunc-  ^ 

tions  for  networking^ 

capability.  Comes 

in  an  attractive 

black  finish. 


...and  every  lifestyle. 


Leisure  products  designed 
for  the  business  of  fun. 


Cameras 


Video 


SURE  SHOT  SUPREME 

With  the  Sure  Shot  Supreme,  taking  great  pictures 
is  as  easy  as  pointing  the  camera  and  pressing  the 
shutter  release  Features  auto  film  load,  advance 
and  rewind.  The  built-in  flash  fires  when  needed, 
even  in  daylight  for  fill-flash,  so  you'll  never 
miss  a  shot. 


EOS  620 

EOS— the  world's  most  advanced  autofocus 
system  that  works  in  very  low  light 
The  advanced  EOS  620  offers  built-in 
3fps  motor  drive,  auto  bracketing 
feature,  top  shutter  speed  of 
1/4,000th  sec ,  multiple  AE  modes 
and  full  compatibility  with  a  wide 
variety  of  Canon  EF  lenses 


VM-E2N 

The  remarkable  Canon  VM-E2N,  a  compact  f 
camcorder,  delivers  superb  p 
quality  thanks  to  a  new  advar 
CCD  imaging  device  Recort 
up  to  2  hours  of  action  in  tru 
ife  color  on  a  single  video- 
cassette.  Features  fast  f/1.2 
autofocus  zoom  lens  for 
greater  flexibility. 


.     VR-HF800 

In  the  Canon  VR-HF800 

video  cassette  recorder 

digital  technology  mea 

both  fun  and  quality.  T| 

top-of-the-lme  unit  offe 

9-screen  digital  effect: 

noiseless  digital  stills 

digital  slow  motion  ai 

bar-code  programm 

WL     by  digital  scanner  v 

on-screen  display. 


EOS  650 

Offers  the  same  fast,  accurate  autofocus 
operation  as  the  EOS  620  plus  a  unique  depth-of  field 
AE  mode  to  create  a  precise  zone  of  focus  Features 
the  "Green-Zone"  full  auto  position  for  decision-free 
point -andshoot  photography 


SURE  SHOT  TELE 

Every  bit  as  easy  to  use  as  the  Sure  Shot  Supreme 
but  featuring  more  creative  control  At  the  touch  of 
a  button  switch  from  the  normal  lens  setting,  per- 
fect for  landscapes,  to  the  telephoto  position  which 
lets  you  fill  the  frame  for  stunning  close-ups 


VR-HF730 

The  slim,  elegant  design  of  the  VR-HF730  not 
blends  beautifully  with  any  decor  but  also  off? 
leading  edge  in  video  technology  Index  and  f 
ory  search  aid  in  locating  any  scene  in  secorv 
Offers  a  full  array  of  VHS  HO  picture  enhance 
and  bar-code  programming  by  digital  scanne 


Canondevelopt 
sonic  Motors  (U! 
focus  operation  v 
wide  variety  of  v. 
lenses 


.  e  (AFD).  and  Ultra- 
urate  auto- 
•>ose  from  a 
•>lephoto 


4V      ^^     _^^,  ^^^^    ^^    -^^^       Canon  Credi 

Canon  b 


Canon  Credit  Makes  it  Easy  to  Buy  the 


•  Easv  *  •  "s  nomoi] 

•  No  annual  memoe'snip  fees 

•  Personal  or  corporate  memt->. 

See  you'  par  topatmg  Canon  oeaier  ot « 
lOf  mOM 


CaoonU  S  A    Inc    Headquarter*.  One  Canon  Pia/a  Lake  Success  NY  tl042 
■H8  Canon  US  A    Inc 
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RGING  FINANCIAL  STRENGTH 

s  is  only  a  part  of  the  picture, 
vever.  Japan's  importance  as  a 
jrce  of  capital  in  financing  the  U.S. 
jget  deficit  has  risen  as  its  institu- 
lal  investors  recycle  the  massive 
plus  savings.  Japan's  investment 
titutions  can  have  a  direct  impact 
interest  rate  trends  in  the  U.S. 
ividence  of  the  financial  strength 
Japan  is  the  Tokyo  Stock  Exchange 
ich  is  now  the  largest  in  the  world 
way  of  market  capitalization.  The 
eign  exchange  market  in  Japan  is 
second  largest  after  London, 
oanese  banks  and  securities 
jses  dominate  lists  of  the  world's 
gest  financial  institutions  and,  with 
;  ongoing  expansion  of  the 
mestic  financial  system,  their 
idominance  will,  if  anything,  be 
nsolidated  in  the  future. 
The  key  to  the  shift  in  weightings 
tween  the  U.S.  and  Japanese 
onomies  lies  in  the  substantial  in- 
;ase  of  the  yen  against  the  U.S. 
liar,  with  the  widespread  feeling  in 
cyo  that  the  yen  will  move  higher 
ainst  the  U.S.  dollar  during  1988. 
As  the  blunt  speaking  senior 
nistry  of  International  Trade  and  In- 
stry  official,  Makoto  Kuroda  put  it 
it  year:  "A  3%  rise  in  consumer 
ces  would  cause  emergency 
binet  meetings  and  heated 
rliamentary  debates.  The  yen's 
'%  surge  is  the  economic  equiv- 
>nt  of  the  Great  Tokyo  Earthquake 

923." 
One  direct  consequence  of  the  cur- 
icy  shift  is  that  some  of  Japan's 
to  groups  are  now  poised  to  begin 
porting  cars  manufactured  and 
sembled  at  their  new  U.S.  facilities 
Japan,  highlighting  both  the  im- 
ct  of  the  currency  shift  together 
th  the  quality  of  U.S.  workmanship, 
porting  U.S.  steel  to  Japan,  long 
ly  a  hope,  has  occurred  over  the 
st  12  months.  American  business- 
9n  often  bemoan  the  fact  that, 


despite  the  hike  in  the  yen  against  the 
dollar,  Japanese  companies  have  not 
adjusted  their  selling  price  to  reflect 
the  change. 

All  sectors  of  Japan's  industry  are 
seeking  ways  of  boosting  the  "value 
added"  of  their  products,  which  will 
help  improve  operating  margins  and 
aid  in  restoring  sagging  profitability. 
As  part  of  this,  renewed  emphasis  is 
being  placed  on  the  role  of  research 
and  development,  particularly 
development,  in  all  sectors  of  in- 
dustry. Giants  of  the  electronics  and 
communications  sector  such  as 
Hitachi,  have  redoubled  their  efforts 
to  try  and  capitalize  on  recent 
research  breakthroughs  in  supercon- 
ductivity, for  example. 

CHANGING  POLITICAL 
EQUATION 

The  shift  now  underway  in  Japan  is 
not  limited  just  to  the  economy.  After 
five  years  at  the  helm  of  Japan  as 
Prime  Minister,  Yasuhiro  Nakasone 
stepped  aside  late  in  1987,  replaced 
by  Noboru  Takeshita. 

He  may  not  have  Mr.  Nakasone's 
knack  of  projecting  himself  onto  the 
world  stage,  but  he  does  have  a 
strong  reputation  as  a  consensus 
builder.  Notably,  he  has  expressed 
determination  to  tackle,  and  solve, 
some  of  the  most  vexing  issues  con- 
fronting Japan  — its  excessively  high 
land  prices  and  a  reform  of  the  taxa- 
tion system.  In  addition,  he  will  be 
forced  to  cope  with  rising  pressure  for 
a  revamp  of  Japan's  overly  protected 
agricultural  sector. 

Succeeding  with  any  of  these 
issues  carries  with  it  implications  for 
boosting  even  further  domestic 
growth  rates,  which  would  go  some 
way  towards  meeting  consistent  U.S. 
pressure  for  Japan  to  play  a  more  ac- 
tive role  in  the  world  economy. 

The  implications  of  the  shift  that  is 
taking  place  run  far  deeper,  however. 
With  the  change  in  Japan's  leader- 
ship, it  has  become  more  vocal  in 


demanding  that  the  U.S.  begin  to  play 
a  greater  role  in  putting  its  own  house 
in  order.  A  surging  U.S.  trade  deficit 
has  resulted  in  one  primary  response 
by  the  U.S.  Government  — to  force  the 
dollar  lower  against  most  major  cur- 
rencies. Japan  has  withstood  the  big 
hike  in  the  yen  against  the  U.S.  dollar, 
and  has  taken  some  moves  to  boost 
Government  spending.  But  as  far  as 
Japan  is  concerned,  the  measures 
undertaken  by  the  U.S.  are  insuffi- 
cient, so  far.  The  U.S.  compromise  in 
late  1987  to  begin  reining  its  over- 
whelming Budget  deficit  was  viewed 
less  than  warmly  by  many  Japanese 
businessmen,  who  are  also  well 
aware  of  the  political  difficulties  of  the 
U.S.  Government  in  successfully 
tackling  this  issue  in  the  short  term. 

Nonetheless,  the  demand  of 
Japanese  businessmen  for  tougher 
action  to  be  taken  by  the  U.S.  Govern- 
ment will  mount  in  the  future. 

In  many  respects,  both  the  change 
in  weighting  of  the  U.S.  and  Japanese 
economies,  as  evidenced  by  the  large 
round  of  new  capital  investment  in 
the  U.S.  by  Japanese  companies 
points  to  the  renewed  economic 
strength  and  vigor  of  Japan. 

"PAX  JAPONICA" 

Traditionally  preferring  to  play  a 
marginal  role  in  world  affairs,  there 
are  a  number  of  intellectuals  in  Japan 
pushing  for  the  country  to  raise  its 
profile.  The  phrase  pax  japonica  has 
occasionally  surfaced  in  Japan  over 
the  past  year,  in  reference  to  Japan's 
heightened  role  in  the  world  economy, 
largely  due  to  the  surge  in  its  overseas 
investments,  both  direct  and  indirect, 
which  has  resulted  in  a  hefty  increase 
in  Japan's  net  assets  abroad. 

The  view  in  Japan  that  it  is  its  turn 
to  lie  in  the  sun  is  premature,  but  it 
does  underscore  both  the  economic 
and  political  shift  that  is  underway. 
The  shifting  political  equation  is 
bringing  with  it  new  challenges  for 
Japan-U.S.  relations.  New  leadership 
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in  Japan  in  late  1987,  combined  with 
a  new  President  in  the  U.S.  after  the 
forthcoming  presidential  elections, 
will  pose  new  issues  to  be  navigated 
as  Japan  and  the  U.S.  play  their  role 
in  evening  out  some  of  the  present 
global  imbalances. 

For  most  Japanese  companies, 
one  of  the  keys  to  survival  is  constant 
innovation,  a  commitment  that  is 
common  in  companies  from  com- 
munications to  food  processing.  The 
flexibility  of  Japanese  manufacturers 
is  clear.  Even  with  the  rapid  currency 
shift  of  the  past  two  years,  most  have 
begun  reporting  profitjmprovements 
recently. 

Take  Hitachi  Ltd,  which  manufac- 
tures a  bewildering  array  of  goods, 
from  consumer  electronics,  to  electri- 
city generators.  "I 
believe  we  will  re- 
cord profit  growth 
in  the  full  year,  this 
time,"  saysToshi 
Kitamura,  senior 
executive  managing 
director  with  speci- 
fic responsibilities 
for  Hitachi's  inter- 
national operations. 

"Today  we  are  witnessing  the  trend 
of  the  very  high  yen,  which  has  per- 
sisted for  some  time.  But  we  have 
taken  steps  domestically  and  with 
overseas  manufacturing  operations, 
but  we  will  not  see  the  results 
tomorrow 

"Hitachi  has  already  gained 
resilience  to  tide  over  the  difficulties. 

"Success  depends  on  supplying 
competitive  goods  and  services. 
Hitachi  has  survived  76  years,  and  we 
have  always  pursued  good  quality 
and  services.  So  the  fundamental 
thing  is  competitiveness  and  how  to 
provide  good  quality  and  services. 
We  are  not  complacent,  but  we  have 
mued  for  several  decades  now." 
Mr.  Kitamura  quotes  "President 
jshige  Mita  says  that  Hitachi 
bi     ve  a  sailing  boat  without 


an  engine.  Our  performance  should 
not  depend  on  the  economic  cycle.  It 
should  have  its  own  momentum." 

SEARCH  FOR  NEW  MATERIALS 

Symbolic  of  the  rapid  changes  under- 
way in  Japan  is  the  restructuring  of 
the  steel  industry.  The  shift  of  Japan's 
industry  offshore  will  lead  to  a  long 
term  decline  in  demand.  But  rather 
than  resign  themselves  to  a  long  term 
decline  in  production,  they  are  active- 
ly forging  new  areas  of  expansion, 
looking  for  higher  value  added  steel 
products,  while  pursuing  possibilities 
in  the  field  of  new  materials. 

A  short  term  increase  in  production 
in  1987  has  taken  some  pressure  off, 
but  longer  term,  the  difficulties  remain. 
"We  are  trying  very 
hard  to  offset  the 
decline  by  promot- 
ing high  value 
products  and  new 
materials,"  says 
Yoshifumi 
Kumagai,  chair- 
man of  Sumitomo 
Metal  Industries. 
"In  1979,  high  value  added  steel 
products  accounted  for  12%  of  total 
sales  value.  In  1986,  it  doubled  to 
24%.  In  three  or  four  years  from  now, 
we  expect  this  figure  to  grow  to  30% 
of  sales  value. 

"As  for  new  materials,  there  are 
many  possibilities  to  take  the  place  of 
steel  products.  At  present,  it  is  very 
small,  but  there  is  great  potential.  It 
will  take  around  10  years  to  parallel 
our  main  steel  products  segment. 
This  area  has  more  potential  than  high 
value  added  steel  products." 

Sumitomo  Metal  has  a  joint  venture 
in  the  U.S.  with  LTV,  producing  sheet 
steel  for  the  auto  industry,  which  is 
presently  operating  at  around  70%  of 
capacity  of  400,000  tonnes. 
"Thanks  to  their  enthusiasm  and 
hard  work,  we  are  doing  satisfactori- 
ly," says  Kumagai.  Buoyant  demand 
in  the  U.S.  will  probably  result  in  an  in- 


crease in  capacity  in  the  future. 

Sumitomo  Metal  recently 
established  another  joint  venture  in 
the  U.S.  producing  pipe  for  the  autc 
industry.  "U.S.  steelmakers  have 
demonstrated  great  resilience,"  sa^ 
Kumagai,  "and  we  admire  their  fle> 
ibility  in  moving  without  hesitation 
cut  labor  costs,  which  is  something 
we  cannot  easily  do." 
■    ^^^JM|     "Over  the  past 

J^^^*^    !  18  months,  the  \ 

m  0*       ~\       has  appreciated 

f    -       -   |       more  than  40% 
over  135  Yen  to 
the  dollar,"  says| 
Hisashi  Kubo, 
executive  manaj 
director  of  office 
machinery  grouj 
Ricoh.  "Speaking  of  counter-measJ 
there  are  two.  The  first  is  just  like  fir) 
aid,  and  the  second  more  long  ranc 
measures.  Basically  we  mustreduc 
expenses  to  cut  cost  of  our  produc- 
and  on  the  other  hand,  increase  price 

Ricoh  has  pursued  both  policies, 
and  will  continue  to  do  so.  "The 
other  side  is  to  develop  new  produc 
strong  enough  to  sell  well  in  a  diffic 
market,"  Kubo  adds.  "Another 
measure  is  the  shifting  of  productic 
offshore.  For  example,  products  sol 
in  the  U.S.  are  made  in  the  U.S.  and 
those  sold  in  Europe,  made  in  Eurof. 
Not  only  production,  but  research 
and  development. 

"Local  production  and  local 
development  have  been  an  inheren 
company  policy  for  15  years.  For  ex 
ample,  we  began  local  production 
copiers  in  the  U.S.  12  years  ago;  ei| 
years  ago  we  established  an  orgar 
zation  to  research  and  develop  nev 
products.  These  have  been  our 
basic  policies,  but  with  the  high  yer 
these  efforts  have  been  intensified.' 

"When  it  comes  to  some  supplie 
for  example  toners  for  copiers,  the 
local  content  of  our  products  is  70 1 
80  per  cent.  With  selenium  drums, 
(continued  on  page 
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A  Ricoh  copier  looks  pretty  much  like  any  of  today's 
odern  copiers  on  the  outside.  Which  proves  once 
ain  that  looks  are  often  deceiving. 
Because  when  you  look  inside  a  Ricoh, 
:yond  its  sweetly  humming  electronics, 
ecise  mechanics  and  optics,  you'll 
scover  an  interesting  point  of  difference. 
It  is  the  difference  expertise  makes. 
You  see,  Ricoh  played  a  pioneering  role 
many  of  the  technologies  responsible  for 
day's  copiers. 

Way  back  in  1927  we  patented  the  world's  first 
)sitive  sensitized  paper  —  a  first  step  on  the  road  to 
>pying  as  we  know  it.  The  first  Ricoh  camera  soon 
llowed,  marking  our  entry  into  the  fields  of  optics 
and  precision  engineering. 

We  are  one  of  the  first  copier 
makers  to  manufacture 
semiconductors,  which  enables  us 
to  tailor  them  to  our  own  specific 
product  requirements.  And  we're 

mulated  copier  toner 
periment 


Ricoh  lenses  await 
coating 


one  of  the  few  who  manufacture  copier  toner,  at  our 
facility  in  Santa  Ana,  California,  to  assure  our  own  high 
quality  standards  are  met. 

Building  a  copier  that  works  day  after  day, 

month  after  month  is  our  commitment  to 
/  you.  Using  expertise  gained  through  years  of 

valuable  experience  in  electronics,  optics  and 

mechanical  and  chemical 

engineering  is  the  inside 

story  of  how  we  do  it. 
It  isn't,  however,  all  of  the  story. 
The  rest  is  revealed  in  your 
office.  Where  Ricoh  dependability 
supplies  the  happy  ending.  For  more 
information  about  Ricoh  copiers, 

Ricoh-assemb  ed 

call  toll  free  1-800-63-RICOH.  circuit  board 


vmm 

Copiers  built  to  work. 


COPIERS  FACSIMILE  PRINTERS  COPYBOARDS  CAMERAS 

RICOH  COMPANY,  LTD.    15-5.  Minami-Aoyama  1-chome.  Minato-ku.  Tokyo  107,  Japan 
RICOH  CORPORATION    5  Dednck  Place,  West  Caldwell.  New  Jersey  07006.  U  S  A. 


Hitachi's  wide-ranging  automotive  technologies  include  car  audio,  the 
Satellite  Drive  Information  System  featured  on  Nissan's  CUE-X  concept  car 
and  a  microcomputer  engine  control  system. 


\utomobiles  should  be  more  than  safe,  comfortable 
nachines.  They  should  also  be  able  to  communicate 
vith  the  world  around  them. 


ecent  advances  in  car  electronics  technol- 
gy  have  been  remarkable.  They've  not  only 
nproved  basic  functions  such  as  engine 
ontrol,  they're  now  being  seen  in  man- 
lachine  interfaces  providing  more  comfort 
nd  operating  ease,  and  even  in  communi- 
ations  with  the  surrounding  world.  Down 
he  road  there  are  things  even  more  exciting. 

litachi's  scientists  and  engineers  are  at 
/ork  on  a  Multi  Information  System  using  a 
olor  thin  filter  transistor  LCD  to  display 
•perating  information,  road  maps  and  a 
lavigational  system  using  these  maps.  With 
lis  system  a  driver  could  obtain  a  variety  of 
Iriving  information  simply  by  touching  the 
lisplay  screen.  Eventually,  he'll  be  able  to 
ssue  verbal  commands  to,  for  instance, 
egulate  the  temperature  within  his  car. 
Hitachi  electronics  and  semiconductor  tech- 
lology  can  also  bring  free  communication 
vith  the  outside  and  determine  a  car's 


exact  location  through  use  of  Global  Posi- 
tioning System  satellites. 

Hitachi  has  also  developed  a  highly 
acclaimed  hot  wire  air  flow  sensor  used  in 
engine  management.  It  helps  achieve  the 
diametrically  opposed  goals  of  maximum 
power  and  fuel  economy.  And  we've  created 
many  other  superior  products  for  driving 
control,  suspension  control,  air  conditioning 
and  audio. 

We  link  technology  to  human  needs;  and 
believe  that  our  special  knowledge  will 
create  new,  highly  sophisticated  functions 
that  are  also  easy  to  operate.  Our  goal  in 
automotive  electronics  —  and  medicine, 
energy  and  consumer  electronics  as  well  — 
is  to  create  and  put  into  practice  innovations 
that  will  improve  the  quality  of  life  the  world 
around. 


0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 
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America's  Leading  Executives  Comment  on  the  Japan-U.S.  Relationship 


One  indication  of  the  newfound 
voice  in  Japan  was  its  willingness  to 
criticize  the  U.S.  for  not  doing  enough 
to  rein  in  the  Budget  deficit.  Its  views 
have  been  echoed  by  a  number  of 
senior  U.S.  businessmen  as  well. 

"The  U.S.  trade  deficit  is  hovering 
at  $150  billion  annually,"  argues  Bill 
Butcher,  President  of  Chase  Manhat- 
tan Bank.  "No  nation  — not  even  the 
U.S.— can  go  on  forever  depleting  its 
resources  by  importing  more  than  its 
exports. 

"Massive  imbalances  in  trade  are 
going  to  be  corrected.  They  can  be 
corrected  either  negatively  or 
positively.  Negatively  by  an  increase 
in  protectionism.  Or  positively  by  tak- 
ing constructive  action  to  lower  bar- 
riers and  return  some  balance  to 
trade  accounts" 

"The  trade  imbalance  is  a  mutual 
problem  requiring  changes  on  both 
sides,"  says  John  McGillicuddy, 
chairman  and  CEO  of  Manufacturers 
Hanover  Trust  Co.  "Our  society  con- 
sumes too  much  while  not  producing 
enough.  We  must  be  tough  on 
ourselves  here  in  the  U.S.  and  raise 
our  international  competitiveness  so 
that  we  can  take  advantage  of 
changes  taking  place  in  Japan  of 
becoming  more  of  a  consumer  nation. 

"It  is  a  situation  requiring 
cooperative  action  by  the  two  coun- 
tries; Japan  to  raise  its  consumption, 
and  the  U.S.  to  tighten  its  belt  and 
regain  some  of  its  competitiveness  in 
the  productive  abilities." 

"Basic  to  our  economic  stability  is 
a  closer  balance  between  federal  in- 
come and  expenditures,  argues  Ed 
Spencer,  chairman  of  Honeywell. 
"Raising  taxes  and  continuing  reduc- 

n  expenditures— not  merely 
reduction  in  the  rate  of  increase  of 
those  expenditures— is  a  must." 

"The  United  States  Government 
:als  have  got  to  have  the 


backbone  to  make  politically  unpopu- 
lar choices  to  significantly  reduce 
federal  expenditures  somewhere  be- 
tween $50  and  $100  million  and  the 
existence  of  that  backbone  is  what  is 
seriously  in  question,"  says  Robert 
Galvin,  chairman  of  Motorola  Corp. 

Even  with  the  hike  in  the  yen 
against  the  U.S.  dollar,  Japan's  trade 
surplus  with  the  U.S.  continues.  This, 
however,  masks  the  fact  that  in 
volume  terms,  Japan's  exports  have 
begun  slowing,  with  imports— 
especially  manufactured  imports  — on 
the  rise. 

The  decline  in  the  dollar  has  put  the 
U.S.  manufacturing  sector  in  the  posi- 
tion where  it  can  begin  looking  much 
more  closely  at  exporting  again  — 
especially  to  Japan.  "We  already  had 
a  cost  advantage  versus  the 
Japanese,"  says  USX  chairman  DM. 
Roderick,  "and  the  decline  of  the 
dollar  versus  the  yen  enhanced  that 
competitive  advantage  and  our  ability 
to  profitably  export  to  Japan.  We  had 
some  success  in  exporting  to  Japan 
(in  1987).  If  the  dollar  continues  to 
fall  against  the  yen,  we  could  be  in  a 
position  to  continue  to  export  to 
Japan  if  we  have  the  available  capaci- 
ty to  do  so." 

But  as  many  argue,  the  improved 
dollar-yen  rate  is  only  one  factor  in 
the  equation  of  boosting  US.  exports 
to  Japan.  "The  change  in  the  yen/ 
dollar  exchange  rate  provides  oppor- 
tunities to  lower  the  prices  of  im- 
ported products  in  Japan  but,  on  the 
other  hand,  it  raises  the  costs  of  do- 
ing business  in  Japan.  Competitive- 
ness is  composed  of  many  factors- 
price  is  only  one  of  them.  A  Japanese 
customer's  willingness  to  consider 
the  value  inherent  in  a  foreign  product 
outweighs  yen/dollar  movement," 
states  James  E  Olson,  chairman  of 
the  board  of  AT&T.  Other  barriers  re- 
main. "I  think  the  indication  we  have 


so  far  is  that  the  decline  of  the  dollar 
against  the  yen  has  not  made  much 
impact  on  competition,"  says  Rand 
V.  Araskog,  chairman  and  chief  exec 
five  of  ITT  Corp. 

"The  playing  field  in  Japan  is  still 
totally  tilted.  Barriers  remain  solidly 
affect  in  Japan  and  there  is  no  sign 
whatever  they  will  come  down." 

"One  of  the  biggest  barriers  to  a 
level  playing  field  is  the  concept  of 
'downstream  dumping'  in  which 
Far  Eastern  manufacturers  funnel 
assembled  and  unassembled  pro- 
ducts through  third  countries  such  i 
Mexico  and  Malaysia  to  avoid  payin 
dumping  duties,"  argues  Jerry 
Pearlman,  chairman  and  president  c 
Zenith  Electronics  Corporation. 

"When  it  comes  to  auto  sales,  th 
Japanese  auto  distribution  system 
remains  the  biggest  hurdle,"  argues 
General  Motors  chairman  Roger 
Smith.  "Japanese  manufacturers 
can,  and  do  require  their  independe 
retail  dealers  to  represent  their  bran 
exclusively.  This  means  that  im- 
porters do  not  have  access  to  a 
broad,  well-established  distribution 
system  and,  therefore,  must  incur 
substantial  costs  to  establish  their 
own  retail  dealers. 

"Such  exclusivity  clauses  were  n 
used  by  U.S.  manufacturers  becaus 
of  anti-trust  considerations.  As  a 
result,  Japanese  manufacturers  we 
able  to  minimize  their  entry  costs  in 
the  U.S.  by  'piggy-backing'  on  the 
established  dealer  networks  of 
domestic  manufacturers. 

"Recently,  a  few  Japanese 
manufacturers,  Suzuki,  Mazda  and 
Mitsubishi,  have  agreed  to  distributt 
vehicles  produced  by  foreign 
manufacturers  through  their  own 
distribution  networks.  However,  the 
volumes  involved  are  miniscule  and 
more  importantly,  will  be  controlled 
by  the  Japanese  manufacturer."Q 


Mitsui  was  the  first  Japanese  bank  to  tailor  its  international  organization  to 


correspond  precisely  with  the  realities  of  today's  international  markets. 


•  Mitsui  decision-making  is  done  at  local  level,  with  ultimate  authority  placed 
firmly  in  regional  headquarters. 


Mitsui  can  therefore  assure  customers  of  the 


fastest  reaction  to  opportunity. 


•  For  the  full  range  of  services  in  international 
banking,  securities  business,  merchant  banking 
and  consulting,  contact  Mitsui  -  first  and  fast. 

FINANCE  P 

FIRST  &  FAST 


Mitsui  is  best  organized  to  respond  fastest  to  customer  demands  in 


the  era  of  global  business  and  finance. 


0  MITSUI  BANK 

America  Division  Headquarters:  277  Park  Avenue, 
New  York.  NY.  10172-0121.  U.S.A.    Tel:  (212)  644-3131 
Telex:  WU  125435,  RCA  232962.  ITT  420637 

Europe  Division  Headquarters:  3  London  Wall  Buildings, 
London  Wall,  London  EC2M  5PD,  United  Kingdom 
Tel:  (01)  256-9494  Telefax:  (01)  256-9378 

Asia  and  Oceania  Division  Headquarters, 

Head  Office:  1-2,  Yurakucho  I -chome.  Chiyoda-ku, 
Tokyo  100,  Japan     Tel:  (03)  501-1 1 1 1 
Telex:  J22378.  J22559,  J22643.  J22644 


ENERGY 

SPECIAL  METALS 

ELECTRONICS 


■  ;.  _  *v*  ^SSs 


A  little  bit  beyond  steel  making. 


Sumitomo  Metals  long  ago 
established  an  enviable  reputa- 
tion as  an  innovative  developer 
and  integrated  manufacturer  of 
high  quality  steels,  supplier  to 
an  extraordinarily  wide  range  of 
industries.  Today,  however, 
Sumitomo  Metals  and  its  more 
than  80  affiliated  companies  are 
venturing  beyond  steel  produc- 
tion, exploring  many  challenging 
and  exciting  new  fields. 

In  electronics,  for  example, 
we're  manufacturing  silicon 


wafers,  which  are  in  turn  used 
to  make  integrated  circuits, 
the  building  blocks  of  today's 
sophisticated  computers.  In 
energy,  we're  developing  new 
ways  to  utilize  the  vast  amounts 
of  energy  that  coal  can  provide. 
And  in  special  metals,  we're 
manufacturing  titanium  and  tita- 
nium alloys,  materials  prized  for 
their  light  weight,  high  strength 
and  superior  resistance  to 
corrosion. 

But  don't  misunderstand. 


Sumitomo  is  not  abandoning 
the  steel  business.  No,  far  from 
it.  Steel  production  is  our  bread 
and  butter,  and  we're  finding  that 
our  search  for  new  ways  to  make 
it  stronger,  lighter  and  more 
inexpensive  has  become  more 
challenging  and  more  exciting 
than  ever  before. 

So  in  the  future,  when  you 
see  the  Sumitomo  Metals  name 
on  a  product  other  than  steel, 
you'll  understand.  We've  gone 
a  little  bit  beyond  steel  making. 


«©►  SUMITOMO  METALS 


MO  METAL  INDUSTRIES.LTO.        Tokyo  &  Osaka,  Japan 

.  Inc  Head  Office  420  Lexington  Ave  .  New  York  N  V  10170.  USA  Phone  (212)  949-4760  Offices  in  Los  Angeles.  Chicago.  Houston. 

s  A  pipe,  flat  tolled  products,  bars,  shapes  &  wire  rods,  rolling  stock  parts,  steel  castings  &  forgmgs.  and  a  wide  range  of  steel  products  and  new  materials 
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ntinued  from  page  10) 
3  heart  of  the  PPC  (plain  paper 
pier),  about  90%  are  manufac- 
-ed  in  our  local  plant." 

ICAL  PROCUREMENT 
SJE  DIFFICULTY 

Ricoh  finds  that  the  local  procure- 
snt  of  parts  can  be  difficult.  "It  is 
grettable  to  say  that  there  are  only 
/v  qualified,  in  terms  of  quality,  price 
id  delivery,  to  fulfill  our  demand," 
ibo  says.  "There  are  only  few  sup- 
ers. It  is  not  only  Ricoh,  but  other 
panese  companies  have  the  same 
faculties.  We  do  not  look  to  establish 
rewdriver  industries  (in  the  USA) 
it  we  cannot  find  appropriate  sup- 
es  to  overcome  these  difficulties. 
)  we  would  like  to  cooperate  with 
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the  U.S.  Government  and  U.S.  com- 
panies to  foster  U.S.  industry,  and 
then  we  can  increase  local  content." 
Similar  ideas  are 
held  by  the  presi- 
dent of  Brother 
Industries,  Katsuji 
Kawashima 
There  is  another 
problem,"  he 
argues.  "When  we 
ask  our  sub- 
contractors to 
increase  the  volume  of  assigned  work, 
they  are  ready  to  do  so.  But  in  the 
U.S.  and  U.K.  they  are  not  so  eager. 
We  can  learn  from  this.  Japanese 
companies  tend  to  concentrate  on 
growth.  This  has,  in  turn,  been  a 
source  of  friction.  I  would  like  to  learn 


from  such  an  attitude  of  overseas 
suppliers." 

With  exports  accounting  for  around 
two-thirds  of  all  sales,  Brother  Indus- 
tries has  faced  an  uphill  battle  in  over- 
coming the  currency  shift  of  the  past 
two  years.  "Under  these  circumstan- 
ces, domestic  sales  are  indispensible 
for  stable  profits,"  Kawashima  says. 
"We  want  to  increase  the  ratio  of 
domestic  sales  to  half  as  soon  as 
possible. 

PRODUCT  VERSATILITY 

And  similar  to  most  Japanese  com- 
panies, continued  innovation  holds 
the  key.  Brother  Industries  produces 
three  broad  ranges  of  products— for 
home  use,  industrial  products  and 
business  machines. 


A  Nose  for  Taste 

Tastes  as  American  as  Del  Monte  tomato  ketchup.  As  English  as 
Lea  and  Perrins  Worcestershire  sauce.  And  as  French  as  a  Grand  Vin 
Bordeaux. 

The  favored  flavors  of  the  West  have  been  brought  to  Japan 
by  Kikkoman  Corporation. 

Three  centuries'  experience,  early  market  globalization, 
and  consumer  involvement  give  Kikkoman  a  keen  sense 
for  successful  cross-cultural  marketing  ventures. 

Further  testimony  to  leadership  and  innovation  are 
Kikkoman's  far-ranging  biotechnology  and  food 
development  activities. 

So  the  next  time  you  think  of  Kikkoman,  think 
again.  We're  a  whole  lot  more  than  soy  sauce. 


KiKKoman 


Kikkoman  Corporation 

1-25,  Kanda  Nishiki-cho,  Chiyoda-ku,  Tokyo  101,  Japan 

Production  facilities:  Japan,  USA  and  Singapore;  Subsidiaries:  Hawaii,  Canada,  West  Germany,  Hong  Kong  and  Australia. 
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"To  survive,  we  have  to  make  our 
products  versatile,"  according  to 
Kawashima.  "Simple  products  will 
not  work  for  now.  Products  must 
have  dual  and  triple  functions.  The 
key  is  systematization,  and  we  are  try- 
ing to  develop  products  for  home  and 
office  along  these  lines. 

"We  are  trying  hard  to  produce 
value-added  products  with  a  com- 
petitive edge  over  NIC's. 

"The  key  for  growth  is  R&D.  In  fact, 
to  come  up  with  truly  innovative  prod- 
ucts is  difficult.  Our  biggest  competi- 
tors are  our  Japanese  competitors. 
Despite  the  short  term  difficulties 
confronting  the  company,  Brother 
Industries  has  raised  its  profile  inter- 
nationally, through  its  decision  to  act 
as  an  official  sponsor  to  the  Los 


Angeles  Olympics,  and  again  the 
Seoul  Olympics." 

The  L.A.  Olympics  occurred  at  a 
time  when  the  company  was  seeking 
to  boost  exports,  so  the  decision  to 
support  the  Olympics  was  judged  a 
success.  "But  the  situation  has 
changed  since  1984,"  argues 
Kawashima.  "We  aim  to  enhance  the 
visibility  of  Brother  as  a  brand  name. 
We  manufacture  products  at  the 
most  suitable  place,  and  supply  to  the 
most  suitable  market.  Whatever  we 
do,  we  have  to  win  consumer  con- 
fidence, not  in  a  Japanese  product, 
but  in  a  Brother  product." 

The  commitment  to  innovation 
runs  deep  in  Japan,  right  through 
both  the  manufacturing  and  the  ser- 
vices sector. 


niSsin 


Nissin's  Always  Using  Its  Noodle 


ing  the  world  is  certainly  an  awesome 
one,  it's  the  catalyst  that  keeps 
Nissin  totally  committed  to  research 
and  development  and  worldwide 
expansion. 


Since  1958,  when  Nissin  origi- 
nated dehydrated  food  in  the 
shape  of  instant  noodles, 
Nissin's  position  in  the  industry  has 
remained  one  of  leadership 

With  the  largest  share  of  the 
market  for  cup  noodles,  Nissin's 
activities  reflect  a  company  with 
a  marked  spirit  of  adventure. 

Such  spirit  is  evident  at  Nissin's 
Research  Institute.  Where  not 
only  new  food  products  are 
developed,  but  also  major  ad- 
vances in  biotechnical  and 
medicinal  products. 

While  the  dream  of  feed- 


NISSIN  FOOD  PRODUCTS  COl,UDl 

it.  4-chome.  Nishmakajima.  Yodogawa-ku.  Osaka  532  .Japan 
rial  production  facilities  USA.  Hong  Kong.  Singapore  and  Brazil 


Take  Nihon  Keizai  Shimbun  Inc. 
(Nikkei),  publisher  of  Japan's  leacl 
economic  daily  newspaper,  an  ex| 
ding  clutch  of  magazines  and  relal 
media  interests,  including  televisi| 
Nihon  Keizai  Shimbun  Inc.  is  a 
Japanese  newspaper  company  wl 
the  largest  worldwide  network  of  I 
formation  gathering  as  well  as  infcf 
mation  services.  Its  information  sq 
vices  are  really  on  a  global  scale. 
Owned  by  employees,  Nikkei  has 
taken  maximum  advantage  of  the| 
burgeoning  demand  for  business . 
financial  information  to  increase  it 
range  of  products  on  offer. 

Japan's  mass  circulation 
newspapers  have  shown  only 
marginal  annual  circulation  growtt| 
1.2  to  1.3  per  cent  in  recent  years, 
way  of  contrast,  the  Nihon  Keizai 
Shimbun,  the  leading  title  within  til 
group,  boasts  annual  growth  of  be| 
tween  11  and  12  per  cent. 

NEEDS  ORIENTATION 

The  enduring  success  of  Nikkei  en; 
couraged  the  launching  of  addition 
newspaper  titles,  the  Nikkei  Indust 
Daily  which  covers  industrial  devel 
ments,  the  Nikkei  Marketing  Joun 
which  covers  the  fashion,  distribut 
and  retail  industry  and,  from  the  se 
ond  half  of  1987,  the  Nikkei  Financ 
Daily.  Each  enjoys  annual  circulation 
increases  of  between  five  and  six  p* 
cent,  much  higher  than  that  of  ger 
eral  daily  papers.  "We  are  not  only 
future  oriented,  but  needs  orientec 
states  Shiroh  Shimaya,  Nihon  Keiz, 
Shimbun's  manager,  planning  and 
research.  "We  have  to  identify  neel 
of  customers  and  readers.  This  is  til 
basis  of  providing  services  to 
customers." 

In  addition  to  the  newspaper  in-  i 
terests,  the  group  has  extensive  da 
base  services,  with  over  13,000  ter 
minals  or  users  in  Japan  alone.  Its 
data  base  services  are  expanding  b 
50  to  60  percent  annually,  with  no 
sign  of  any  slowdown. 


HIGH-TECH  TOMATO 


TEC's  advanced  electronic  data  control  systems 
give  a  new  force  to  the  humble  tomato. 

TEC's  advanced  electronic  equipment  and  systems  change  the  way  we  think  and  act  at  many 

levels.  Take  the  simple  tomato.  To  make  a  juicy  tomato  ripe  with  profit, 

you'd  have  to  know  ahead  of  time  how  many  to  order,  when  to  order,  and  when  to  have  it  shipped. 

With  your  help  and  data  on  everything  from  crop  expectations  to  truck  routing, 

TEC  will  provide  the  data  processing  information  POS  system  to  improve  management  procedures. 

New  levels  of  efficiency  from  total  data  control  at  all  levels 

—  from  purchase  orders  to  item  sales  —  assure  new  standards  of  productivity. 

At  stores,  offices  and  even  in  the  home,  TEC's  technological  expertise  improves  the  way  we 

think,  work  and  live.  That's  because  TEC's  reliable  products  are  specially  designed  to  meet 

specific  human  needs.  From  laser  beam  printers  to  networks  of  POS  systems,  TEC  provides 

superior  quality  and  the  know-how  that  turn  visions  into  reality. 


TEC 


TOKYO  ELECTRIC  CO.,  LTD. 

14-10.  1-chome,  Uchikanda,  Chiyoda-ku.  Tokyo  101 .  Japan  Tel    (03)  292-4964  FAX.  (03)  292-4604 

TEC  AMERICA,  INC. 

2160  W.  190th  Street,  Torrance.  California  90504.  USA.  Tel    (213)320-8900  FAX.  (213)  533-0218 

POS  systems  and  terminals/electronic  scales/cash  registers/computer  peripherals 
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Clearly,  the  dominant  source  of 
revenues  is  its  newspapers,  which  ac- 
count for  85%,  with  publishing,  data 
base  services,  and  exhibition  accoun- 
ting for  the  remaining  15%.  "We 
have  launched  many  new  projects 
over  the  past  20  years,  and  every  one 
is  profitable,"  Shimaya  points  out, 
"because  of  reader  confidence  in  our 
product."  Nihon  Keizai  Shimbun  has 
tie-ups,  or  ventures  of  one  form  or 
another,  with  several  of  the  major 
media  groups  active  in  the  U.S.— 
McGraw  Hill  and  Dow  Jones. 

And  as  was  indicated  with  the  recent 
start  of  printing  in  the  U.S.  the  group  is 
not  standing  still.  It  is  continually  laun- 
ching new  magazines,  and  expects  to 
launch  another  two  or  three  titles  this 
year.  One  title  is  a  magazine  aimed 
specifically  at  the  women's  market 
which,  with  the  continuing  rise  in  the 
number  of  working  wives,  holds  some 
potential  for  success. 

The  push  to  innovate  has  resulted  in 
the  food  group  Kikkoman  Corporation 
emerging  from  a  modest  family  con- 
trolled soy  sauce  manufacturer  to  a 
group  with  revenues  of  over  $1  billion. 

EATING  HABITS  ON  THE  MOVE 

The  Japanese  thirst  for  soy  sauce 
continues  unabated,  but  there  have 
been  changes  with,  for  example,  a 
shift  in  preference  towards  a  less 
salty  taste.  So,  several  years  ago, 
Kikkoman  introduced  low  sodium  soy 
sauce.  Also,  in  Japan,  as  in  the  U.S., 
there  is  an  increasing  number  of 
working  women,  preferring  instant 
foods,  or  those  with  limited  prepara- 
tion times. 

"So,  looking  at 
that  trend,  we  have 
tried  to  develop 
new  seasoning 
which  can  be  used 
quickly,"  says 
managing  director 
Yuzaburo  Mogi. 
"Another  tendency 
we  have  noticed  in 


the  past  five  or  six  years  is  the  mixture 
between  Japanese  and  western 
dishes.  Japanese  have  begun  eating 
western-style  dishes  while  still  eating 
Japanese-style  dishes.  Studying  that 
trend,  we  have  been  looking  at  new 
western  products,  developed  for  the 
Japanese  market— ketchup,  wine 
and  so  forth.  Just  recently,  we  started 
marketing  non-alcoholic  beer  im- 
ported from  the  United  States. 

"One  new  product  developed  by 
Kikkoman  Corporation  is  long  life 
tofu;  it  is  testing  the  U.S.  market  to 
see  if  a  large  enough  market  can  be 
developed  for  this  traditional 
Japanese  food  product. 

"So  far,  this  business  is  small  com- 
pared with  soy  sauce,"  says  Mogi, 
"but  in  the  future,  tofu  is  one  product 
that  might  be  accepted  by  U.S.  con- 
sumers. So,  if  demand  increases, 
maybe  we  will  build  a  small  plant  in 
the  U.S." 

Like  many  of  Japan's  food  groups, 
Kikkoman  Corporation  is  applying  a 
great  deal  of  effort  to  R&D,  using  its 
traditional  strengths  in  bio-technology 
to  develop  a  new  range  of  products  in 
related  industries,  for  example, 
pharmaceuticals. 

"Soy  sauce  is  a  product  of  bio-tech- 
nology," argues  Mogi.  "We  began 
making  soy  sauce  in  1630.  Over  the 
past  three  centuries,  we  have  been 
developing  bio-technology  Our  com- 
pany is  one  of  the  oldest  in  this  field, 
and  we  are  doing  several  things. 

One  aim  is  to  try  and  compress  the 
sheer  amount  of  time  it  takes  to  pro- 
duce soy  sauce,  to  reduce  it  from  the 
present  six  months  (it  used  to  take  18 
months)  We  have  developed  some 
enzymes  which  can  be  used  as  ingre- 
dients for  digestive  aids,"  says  Mogi. 
"Some  are  used  in  dianalysis  kits  and 
in  various  detergents. 

"But  I  think  we  have  to  wait  for  a 
decade  or  so,  until  the  beginning 
of  the  next  century,  to  get  new  and 
profitable  products  from  bio-tech- 
nology. 


INNOVATION  THE  KEY 


Another  food  company  also  active  ir 
similar  R&D  areas  is  Nissin  Food 
Products.  "For  a  manufacturer,  or 
any  company,  innovation  is  one  area 
involving  the  greatest  attention,  rath 
■MHigHHHH   than  the  marketir 
That  is  the  startir 
point,"  says  pres: 
dent  Koki  Ando. 
"In  high  tech- 
nology areas,  for 
food  processors, 
it  means  starting 
with  bio-tech- 
nology, and  thisi 
where  we  are  interested.  With  bio- 
technology, the  main  area  is 
pharmaceuticals. 

"In  Japan,  it  is  said  that  it  takes  I 
years  from  the  beginning  of  the  con- 
cept to  market,  involving  an  invest- 
ment of  around  4.5-billion  yen.  As  fa 
as  we  at  Nissin  Food  are  conce/ned, 
we  have  spent  10  years  in  this  area. 
One  area  of  activity  relates  specifica 
ly  to  monoclonal  antibodies." 
Riding  the  enduring  wave  of 
popularity  of  instant  noodles,  or 
ramen,  which  it  developed,  Nissin 
Food  has  evolved  into  one  of  Japan'; 
largest  food  processors. 

Annual  consumption  of  instant 
noodles  in  Japan  is  4.6  billion  packs, 
yet  sales  elsewhere  in  the  world  are 
just  13  billion,  so  the  medium  term 
growth  potential  is  clear.  Rice, 
noodles  and  bread  are  three  staple 
foods  worldwide.  Thus,  13  billion  stil 
suggests  there  is  further  scope  for 
growth  of  instant  noodle  consump- 
tion worldwide. 

The  largest  potential  market  may 
be  China,  although  the  most  intrigu- 
ing market  for  Nissin  Food's  Ando  is 
Italy,  the  home  of  pasta.  "At  this 
stage  I  am  really  interested  in  Italy," 
he  says.  "Its  noodle  consumption  is 
quite  high  and  ramen  is  similar  to 
noodles.  But  I  feel  confident  that 
ramen  is  a  better  product  concept."i 


Nikkei  bridges 
the  information  gap. 


Nikkei*,  Japan's  most  authoritative  business  and 
ancial  news  source  for  110  years,  provides  a  wide 
lge  of  Japanese  and  English  information  services  on 
)anese  business  and  its  impact  on  the  world's  busi- 
ss/financial  centers. 

Our  flagship  paper,  The  Nihon  Keizai  Shimbun,  is 
:ognized  as  the  world's  largest  business  daily  with  a 
culation  of  over  2.6  million.  Today  it  is  simultaneous- 
printed  in  Japanese  in  Europe,  on  both  the  East  and 
;st  coasts  of  the  U.S.,  and  in  Tokyo. 
Nikkei  publishes  three  other  major  business  papers 
•  Japan's  corporate  and  opinion  leaders  —  The  Nikkei 
iustrial  Daily,  The  Nikkei  Financial  Daily,  and  The 
kkei  Marketing  Journal.  We  also  publish  The  Japan 
"onomic  Journal,  which  includes  a  comprehensive 
tekly  English  digest  of  our  four  Japanese-language 


newspapers  along  with  numerous  original  articles. 
Another  English  news  service,  Tokyo  Financial  Letter  — 
Nikkei  Bonds  and  Money,  offers  a  comprehensive  weekly 
report  on  Japan's  financial  world. 

What's  more,  Nikkei  also  supports  a  worldwide  net- 
work of  computerized  news  services  (in  both  English 
and  Japanese)  to  give  its  subscribers  direct  access  to 
relevant  information  ranging  from  Tokyo  stock 
exchange  activity  to  other  corporate  data. 

The  bridge  is  already  built  —  on  a  foundation  of  over 
a  century  of  professional  journalism.  For  information  on 
how  easy  it  is  to  cross  this  bridge,  please  mail  in  the 
reader-response  card. 
*  "Nikkei"  refers  to  the  comprehensive  information  group 

consisting  of  Nihon  Keizai  Shimbun,  Inc.  and  associated 

companies. 


TOTAL  ECONOMIC  INFORMATION  SYSTEM 

Nihon  Keizai  Shimbun,  Inc. 

Tokyo  Head  Office:  1-9-5  Otemachi,  Chiyoda-ku.  Tokvo  100,  Japan  Tel:  (03)  270-0251  Telex:  J22308  NIKKEI  Cable:  NIHONKEIZAI  TOKYO 
hon  Keizai  Shimbun  America,  Inc.  New  York  Office:  Room  1802, 1221  Avenue  of  the  Americas,  New  York,  NY  10020  Tel:  (212)  512-3600 
-  Los  Angeles  Office:  725  South  Figueroa  Street,  Suite  1515,  Los  Angeles,  CA  90017  Tel:  (213)  955-7470 
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Over  100 
languages  at  the 

Olympics. 
One  official  typewriter, 

The  Olympic  Games  bring  the  people  of  the 
world  together.  And  Brother  brings  the  Olympic 
Games  to  the  people  of  the  world 

From  the  1988  Winter  Olympics  in  Galgary  to 
the  Summer  Olympics  in  Seoul,  the  world  media 
will  have  Brother  at  their  side,  with  5,220  typewriters 
in  thirty  languages  to  capture  all  the  excitement  and 
spectacle  of  the  glorious  Olympic  Games. 

Sharing  in  the  spirit  of  international  friendship 
and  bringing  it  all  home  to  the  world.  We're  Brother. 
And  we're  at  your  side. 


ooo 


Official  Typewriter  Supplier 
of  the  1988  Olympics 


We're  at  your  side. 


BROTHER  INDUSTRIES,  LTD. 


WHO'S  WHERE  IN 
THIS  ISSUE 


,  The  following  summary,  organized  alphabetically,  shows 

how  each  of  the  1,031  companies  stacks  up  against  every 

other  company  in  the  survey  regardless  of  industry.  There 

are  three  rankings  for  each  corporation:  five-year  average 

return  on  equity,  five-year  earnings  growth  and  five-year 

stock  market  performance.  For  details  on  these  rankings, 

\  see  the  profitability  report  (p.  216),  growth  report  (p.  184) 

and  stock  market  report  (p.  196).  The  last  column  in  the 

following  table  lists  each  company's  industry  survey  page. 

Within  these  industry  reports  each  firm  is  ranked  against  its 

peers.  A  Forbes  survey  company  can  appear  in  as  many  as 

three  different  indusfries  or  subindustries. 


Rank 

Rank 

mpanv 

Profitability      Growth 

Stock 
market 

Industry 

survey 

page 

Company 

Profitability      Growth 

Stock 
market 

Industry 

survey 

page 

ibott  Laboratories 
ivanced  Micro 
tna  Life  &  Cas 
!  Ahmanson 
r  Prods  &  Chems 

57                 182 
599                NM 
723                 585 
587                   31 
663                 728 

196 
792 
588 
421 
318 

140,140 

101 

151 

82 

89 

Alexander  &  Baldwin 
Alexander's 
Allegheny  Intl 
Allegheny  Ludlum 
Allegheny  Power 

326                   91 
780                 629 
958                NM 

*•                                         •• 

372                 500 

57 

48 

920 

•  • 

454 

180 
176 
106,114 
162 
120 

rborne  Freight 

berto-Culver 

bertson's 

can  Aluminium 

co  Health  Services 

488                 115 
742                 649 
152                 285 

860                NM 

•  •                                          •* 

763 

89 

269 

599 

72 

114,176 

130 

162 

140 

Allegis 
Allen  Group 
Allied  Bancshares 
Allied-Signal 
Allis-Chalmers 

812                NM 

858                NM 
191                NM 
808                NM 
971 

262 
812 
911 

527 
926 

72 

77 

82 

70, 77, 89 

146 

co  Standard                        467                 630 
exander  &  Alexander        887                NM 

633 
811 

106, 148 

151 

Alltel 
Alcoa 

446                 548 
828                NM 

321 

556 

182 
162 

ofitability:    5-year 
tot  ranked     Note:  A 

return    on    equity     Growth:    5-year   annual   earnings-per 
repeated  page  number  indicates  that  the  company  is  listed  ir 

-share   growth     Stock    Market:    5-year   price    change, 
more  than  one  subindustry 

NM:    No 

meaningful. 
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WHERE  TO  FIND  THE 

COMPANY 

- 

Rank 

Rank 

Industry 

Industry 

Stock 

survey 

Stock 

survey 

Company 

Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

market 

page 

AM  International 

•  • 

NM 

218 

148 

Bairnco 

360 

189 

541 

101,108 

AMAX 

946 

NM 

807 

91,162 

Baker  Hughes 

940 

NM 

«* 

168 

Amdahl 

744 

217 

325 

101 

Ball  Corp 

262 

278 

195 

172 

Amerada  Hess 

878 

NM 

744 

168 

Bally  Manufacturing 

852 

NM 

862 

158,158 

American  Bankers 

251 

366 

797 

151 

Baltimore  G&E 

382 

325 

251 

120, 164 

American  Brands 

217 

583 

344 

86, 106 

Banc  One 

274 

237 

474 

82 

American  Building 

608 

660 

804 

148 

Bank  of  Boston 

359 

330 

327 

82 

American  Continental 

22 

18 

38 

82, 126 

Bank  of  New  England 

296 

363 

•  « 

82 

American  Cyanamid 

653 

569 

261 

89,140 

Bank  of  New  York 

312 

334 

387 

82 

American  Electric 

583 

528 

538 

120 

BankAmerica 

885 

NM 

901 

82 

American  Express 

213 

302 

503 

126 

Bankers  Trust  NY 

264 

314 

433 

82 

American  Family 

189 

61 

24 

151 

CR  Bard 

193 

211 

248 

140 

American  General 

412 

295 

413 

151 

Barnes  Group 

756 

NM 

363 

77 

American  Greetings 

246 

312 

773 

99 

Barnett  Banks 

219 

195 

149 

82 

American  Hoist 

954 

NM 

866 

114,146 

Bausch  &  Lomb 

301 

71 

482 

140 

American  Home  Prod 

30 

354 

466 

140 

Baxter  International 

456 

612 

737 

140 

American  Intl  Group 

300 

383 

303 

151 

BayBanks 

367 

329 

236 

82 

American  Maize 

818 

NM 

668 

134 

Bear  Stearns  Cos 

•  • 

•• 

•  • 

126 

American  Medical 

428 

NM 

897 

140 

Bearings 

755 

715 

750 

146 

American  Natl  Ins 

401 

98 

434 

151 

Becton  Dickinson 

596 

394 

205 

140 

American  Petrofina 

821 

NM 

723 

168 

Bell  &  Howell 

546 

568 

44 

148 

American  President 

497 

713 

537 

180 

Bell  Atlantic 

443 

519 

282 

182 

American  Standard 

661 

633 

655 

108,  108,  180 

BellSouth 

409 

541 

314 

182 

American  Stores 

66 

207 

180 

130,176 

Bemis 

601 

210 

49 

172 

American  Tel  &  Tel 

749 

"• 

448 

182 

Beneficial  Corp 

875 

NM 

478 

126 

AmeriFirst  Federal 

•  * 

•  • 

M 

82 

Benj  Franklin  S&L 

•  • 

•• 

•• 

82 

Ameritech 

384 

546 

319 

182 

Bergen  Brunswig 

271 

396 

863 

140 

AmeriTrust 

647 

420 

309 

82 

Berkshire  Hathaway 

272 

44 

54 

106,151 

Ames  Dept  Stores 

157 

228 

317 

176 

Best  Products 

827 

NM 

896 

176 

- 

Ametek 

178 

424 

531 

146 

Bethlehem  Steel 

953 

NM 

853 

162 

Amfac 

913 

NM 

646 

106,  134 

Beverly  Enterprises 

572 

332 

841 

140 

Amoco 

407 

672 

415 

168 

Big  Bear 

47 

213 

256 

130 

Amoskeag 

795 

293 

648 

114 

Bindley  Western  Inds 

155 

206 

790 

140 

AMP 

205 

549 

339 

101 

Black  &  Decker 

892 

NM 

754 

114 

Ampco-Pittsburgh 

916 

NM 

700 

146, 162 

H&R  Block 

95 

355 

184 

126,  148 

AMR 

520 

558 

606 

72 

Blount 

350 

706 

637 

108 

AmSouth  Bancorp 

364 

294 

203 

82 

Boatmen's  Bancshares 

321 

469 

328 

82 

Anchor  Glass 

3 

•  • 

•  • 

172 

Boeing 

342 

305 

441 

70 

Anchor  Savings  Bank 

•  • 

•  • 

•  • 

82 

Boise  Cascade 

816 

155 

449 

108,172,174 

Anheuser-Busch  Cos 

154 

234 

99 

86 

Borden 

440 

352 

128 

89, 134 

AON 

204 

194 

396 

151 

Borman's 

804 

NM 

584 

130 

Apple  Computer 

86 

188 

186 

101 

Boston  Edison 

510 

406 

512 

120 

Archer-Daniels 

635 

577 

402 

134 

Bowater 

374 

662 

589 

174 

Arden  Group 

541 

104 

59 

130 

Boys  Markets 

•  • 

•  • 

•  • 

130 

Aristech  Chemical 

•  • 

•  • 

M 

89 

Briggs  &  Stratton 

503 

535 

829 

114 

Arkansas  Best 

677 

97 

233 

180 

Bristol-Myers 

82 

281 

177 

114,140 

Arkla 

427 

668 

758 

164 

Brockway  Inc  (NY) 

776 

159 

37 

172 

Armco 

950 

NM 

873 

162 

Brooklyn  Union  Gas 

415 

616 

528 

164 

Armstrong  World  Inds 

565 

74 

221 

108 

Brown-Forman 

145 

483 

598 

86 

Armtek 

788 

NM 

680 

77 

Brown  Group 

490 

648 

688 

74,176,176 

Arrow  Electronics 

929 

NM 

906 

101 

Browning-Ferris  Inds 

102 

203 

121 

148 

Arvin  Industries 

505 

84 

378 

77,114 

Bruno's 

45 

127 

115 

130 

Asarco 

934 

NM 

808 

162 

Brunswick 

49 

205 

13 

158 

Ashland  Oil 

762 

NM 

369 

168 

Burlington  Northern 

733 

NM 

260 

164,180 

Guy  F  Atkinson 

673 

676 

785 

108 

Business  Men's  Assur 

702 

NM 

211 

151 

Atlanta  Gas  Light 

642 

323 

123 

164 

Businessland 

945 

•• 

840 

176 

Atlantic  Energy 

543 

456 

484 

120 

Butler  Manufacturing 

847 

NM 

703 

108 

Atlantic  Financial 

765 

•  • 

832 

82 

Cabot 

735 

NM 

507 

89, 168 

Atlantic  Richfield 

681 

NM 

403 

168 

Caesars  World 

743 

NM 

238 

158 

Automatic  Data 

228 

262 

228 

148 

CalFed 

496 

7 

672 

82 

Avery  International 

279 

275 

312 

89,172 

California  First  Bk 

727 

434 

283 

82 

Avnet 

633 

697 

822 

101 

CalMat 

761 

38 

176 

108 

Avon  Products 

606 

NM 

761 

114 

Cameron  Iron  Works 

880 

NM 

864 

168 

Profitabiliiv:    >-yeai    return    on    equity 

Growth: 

5-year  annual  earnings  per 

share   growth     Stock    Market:    5  year 

price   change. 

NM: 

Not    meaningful. 

**\.  •(  ranked     tWew  name  for  Baser  Travenol     Note 

A  repe.iu 

"d  page  number  in< 

llcates  thai  the  compan)  la 

listed  In  more  than  one  subindustry 
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Rank 

Rank 

Industry 

Industry 

Stock 

survey 

Stock 

survey 

nnpany 

Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

market 

page 

unpbell  Soup 

347 

328 

204 

134 

Colgate-Palmolive 

525 

659 

304 

114 

ipital  Cities/ ABC 

163 

268 

148 

99,99 

Collins  Foods  Intl 

261 

488 

342 

130 

ipital  Holding 

327 

150 

462 

151 

Colt  Industries 

210 

315 

163 

70,  77, 146 

lrdinal  Distribution 

92 

191 

788 

130, 140 

Columbia  Gas  System 

766 

NM 

595 

164 

ulisle  Cos 

352 

658 

814 

101,108 

Columbia  S&L  Assoc 

8 

92 

58 

82 

irolina  Freight 

173 

177 

523 

180 

Combustion  Eng 

794 

NM 

793 

146 

uolina  Power  &  Lt 

466 

461 

475 

120 

Comdisco 

36 

102 

487 

148 

upentei  Technology 

NM 

712 

755 

162 

Comerica 

616 

379 

189 

82 

»rson  Pirie  Scott 

675 

445 

63 

176 

Commerce  Bcshs 

535 

152 

364 

82 

uter  Hawley  Hale 

»• 

NM 

•  • 

176 

Commerce  Clearing 

18 

301 

366 

99, 148 

irteret  Bancorp 

567 

** 

384 

82 

Commercial  Credit 

834 

NM 

mm 

126 

astle  &  Cooke 

#• 

•  * 

•  * 

134 

Commercial  Metals 

718 

529 

376 

126, 162 

aterpillar 

906 

NM 

564 

146 

Commonwealth  Edison 

357 

416 

667 

120 

BI  Industries 

757 

NM 

878 

89, 108 

Commonwealth  Energy 

268 

236 

463 

120, 164 

BS 

188 

578 

110 

99, 158 

Compaq  Computer 

121 

5 

32 

101 

entel 

334 

567 

535 

182 

Computer  Sciences 

451 

344 

169 

70, 148 

enterior  Energy 

366 

492 

*« 

120 

Computervision 

811 

NM 

912 

101 

enterre  Bancorp 

719 

605 

432 

82 

ConAgra 

135 

232 

147 

134 

entex 

509 

82 

777 

108, 108 

Consolidated  Edison 

413 

463 

273 

120 

entral  &  South  West 

319 

397 

392 

120 

Consol  Freightways 

489 

601 

436 

180 

entral  Hudson  G&E 

365 

501 

765 

120 

Consol  Natural  Gas 

414 

503 

84 

164 

entral  111  Pub  Svc 

511 

563 

587 

120 

Consolidated  Papers 

216 

186 

72 

174 

entral  Maine  Power 

672 

720 

767 

120 

Consolidated  Rail 

975 

51 

•  • 

180 

entral  Steel  &  Wire 

706 

642 

271 

162 

Constat  Intl 

729 

584 

821 

172, 180 

enTrust  Savings  Bank 

2 

*• 

«• 

82 

Contel 

351 

439 

422 

182 

ertainTeed 

728 

145 

562 

108 

Continental  Corp 

662 

576 

574 

151 

hampion  Intl 

833 

NM 

625 

108,174 

Continental  Illinois 

930 

NM 

886 

82 

hampion  Spark  Plug 

823 

NM 

747 

77 

Control  Data 

922 

NM 

860 

101 

harming  Shoppes 

43 

96 

82 

176 

Cooper  Industries 

704 

661 

423 

116,146 

harter 

962 

NM 

909 

168 

Cooper  Tire  &  Rubber 

304 

587 

543 

77 

barter  Medical 

34 

99 

400 

140 

Adolph  Coors 

760 

560 

550 

86 

:hase  Manhattan 

580 

466 

683 

82 

Copperweld 

931 

NM 

890 

162 

hemical  New  York 

383 

433 

719 

82 

CoreStates  Financial 

156 

137 

208 

82 

Chesapeake 

745 

624 

419 

172, 174 

Corning  Glass  Works 

694 

410 

553 

101,114,140 

■tenon 

683 

693 

624 

168 

Costco  Wholesale 

M 

#• 

»» 

176 

Chicago  Pacific 

144 

561 

103 

114 

CPC  International 

457 

634 

335 

134, 134 

hild  World 

•  • 

mm 

•  • 

176 

Craig 

809 

NM 

285 

130 

:hrysler 

5 

8 

111 

77 

Crane 

843 

NM 

296 

108 

Chubb 

605 

475 

133 

151 

Cray  Research 

60 

40 

61 

101 

church's  Fried 

483 

698 

885 

130 

Crestar  Financial 

254 

287 

368 

82 

-igna 

817 

NM 

662 

126,151 

CrossLand  Savings  FSB 

mm 

•  • 

•  • 

82 

CILCorp 

476 

525 

429 

120, 164 

Crown  Central  Pet 

896 

NM 

709 

168 

Cincinnati  Bell 

485 

309 

120 

182 

Crown  Cork  &  Seal 

602 

231 

76 

172 

Cincinnati  Financial 

253 

242 

270 

151 

CSX 

754 

NM 

500 

164, 180 

Cincinnati  G&E 

399 

441 

593 

120, 164 

Culbro 

666 

617 

257 

86, 130 

Cincinnati  Milacron 

879 

NM 

858 

146 

Cullum  Cos 

252 

457 

377 

130 

Circle  K 

356 

120 

307 

130 

Cummins  Engine 

778 

NM 

722 

77 

CCircuit  City  Stores 

40 

21 

1 

176 

Curtice-Burns  Foods 

229 

425 

286 

134 

CCiticorp 

353 

351 

657 

82 

Cyprus  Minerals 

■  • 

*• 

•  • 

91,162 

Citizens  &  Southern 

266 

248 

254 

82 

Dana 

643 

414 

496 

77 

CCityFed  Financial 

139 

266 

895 

82 

Data  General 

789 

718 

684 

101 

Hark  Equipment 

936 

NM 

786 

77, 146 

Datapoint 

910 

NM 

•  • 

101 

Ilorox 

149 

200 

266 

114 

Dayton-Hudson 

267 

279 

699 

176 

2MS  Energy 

849 

NM 

843 

120, 164 

Dean  Foods 

79 

221 

213 

134 

IN  A  Financial 

459 

75 

78 

151 

Deere 

883 

NM 

712 

J46 

:nw 

829 

NM 

665 

180 

DeKalb 

861 

NM 

603 

134, 168 

Zoachmen  Industries 

224 

505 

850 

77 

Delchamps 

233 

547 

550 

130 

2oast  S&L  Assoc 

•  « 

•  • 

*• 

82 

Delmarva  Power  &  Lt 

381 

362 

424 

120 

-oastal  Corp 

419 

609 

73 

164, 168 

Delta  Air  Lines 

722 

NM 

801 

72 

^oca-Cola 

78 

284 

231 

86 

Deluxe  Check 

39 

160 

162 

99 

3oca-Cola  Enterprises 

»• 

267 

H 

86 

Dennison  Mfg 

591 

674 

481 

148, 174 

3oleco  Industries 

4 

NM 

907 

158 

DeSoto 

665 

653 

735 

89 

CCColeman 

670 

656 

716 

108, 158 

Detroit  Edison 

523 

459 

697 

120 

'rofitability:    5-vear    return   on   equin 

Growth: 

5-vear   annual    earnings-per 

-share   growth.     Stock    Market:    5-year 

price   change 

NM: 

Not   meaningful. 

"Not  ranked     Note:  A  r 

jpeated  page  number  indicates  that  the 

company  is  listed  it 

i  more  than  one  subindustry 
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WHERE  TO  FIND  THE  COMPANY 

Rank 

Rank 

Industry 

Industry 

Stock 

survey 

Stock 

survey 

Company                          Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

market 

page 

Dextet 

397 

534 

470 

89 

Ferro 

720 

591 

502 

89 

Di  Giorgio 

803 

NM 

486 

130 

Fidelcor 

239 

316 

131 

82 

Diamond  Shamrock  R&H 

**> 

«« 

168 

Fieldcrest  Cannon 

759 

470 

681 

114 

Dibrell  Brothers 

129 

124 

272 

86 

Figgie  Intl 

422 

421 

118 

70, 106 

Digital  Equipment 

620 

476 

151 

101 

Finl  Corp  of  Amer 

89 

NM 

932 

82 

Dillard  Dept  Stores 

125 

89 

29 

176 

Fireman's  Fund 

850 

•  ft 

*• 

151 

Dime  Savings  Bank 

•  • 

•  • 

ft* 

82 

Firestone 

841 

NM 

359 

77 

Walt  Disney 

664 

343 

62 

158 

First  American 

396 

311 

235 

82 

Diversified  Energies 

600 

NM 

198 

164 

First  Bank  System 

439 

233 

224 

82 

Dollar  General 

200 

623 

799 

176 

First  Boston 

68 

264 

570 

126 

Dominion  Bankshares 

452 

245 

249 

82 

First  Chicago 

691 

565 

634 

82 

Dominion  Resources 

570 

400 

305 

120 

First  City  Bancorp 

907 

NM 

937 

82 

RR  Donnelley  &  Sons 

236 

241 

310 

99 

First  Executive 

29 

399 

635 

151 

Dover 

220 

589 

353 

106, 108 

First  Federal  Mich 

77 

37 

654 

82 

Dow  Chemical 

731 

671 

90 

89 

First  Fidelity  Bncp 

324 

462 

322 

82 

Dow  Jones 

41 

172 

505 

99 

First  Interstate  Bncp 

526 

482 

620 

82 

DPL 

545 

650 

577 

120, 164 

First  Kentucky  Natl 

273 

240 

139 

82 

i 

Dravo 

915 

NM 

748 

108 

First  Maryland  Bncp 

589 

552 

193 

82 

Dresser  Industries 

871 

NM 

673 

146, 168 

First  of  America  Bank 

286 

130 

85 

82 

EI  du  Pont  de  Nemours 

652 

523 

219 

89, 168 

First  Pennsylvania 

912 

•  • 

385 

82 

Duke  Power 

462 

484 

329 

120 

First  RepublicBank 

547 

695 

915 

82 

Dun  &  Bradstreet 

27 

187 

263 

99,99 

First  Security 

737 

724 

694 

82 

Duquesne  Light 

561 

590 

794 

120 

First  Tennessee  Natl 

370 

271 

291 

82 

Durr-Fillauer 

494 

342 

835 

140,  140 

First  Union 

100 

116 

298 

82 

DWG 

725 

NM 

74 

74,  106 

First  Wachovia 

196 

171 

»• 

82 

DynCorp 

615 

692 

428 

70,  108 

First  Wisconsin 

564 

422 

136 

82 

E-Systems 

133 

223 

698 

70 

Fischbach 

805 

NM 

924 

108 

E-II  Holdings 

•• 

«• 

•• 

114 

Fisher  Foods 

900 

NM 

791 

130 

Eagle-Picher  Inds 

864 

NM 

450 

77, 146 

Fleet  Financial 

180 

249 

152 

82 

Eastern  Gas  &  Fuel 

820 

NM 

708 

91,164 

Fleetwood  Enterprises 

93 

15 

771 

77, 108 

Eastman  Kodak 

690 

714 

619 

158 

Fleming  Cos 

332 

522 

660 

130 

Eaton 

688 

373 

278 

77,  101 

Florida  Federal  S&L 

920 

*• 

900 

82 

Echlin 

333 

121 

571 

77 

Florida  Natl  Banks 

322 

106 

509 

82 

Ecolab 

518 

NM 

467 

148 

Florida  Progress 

405 

341 

347 

120 

Edgcomb 

•  • 

NM 

•  • 

162 

Flowers  Industries 

158 

274 

145 

134 

Edison  Bros  Stores 

393 

628 

•• 

176,176 

Fluor 

921 

NM 

848 

108 

AG  Edwards 

127 

361 

784 

126 

FMC 

465 

296 

10 

70,89 

EG&G 

54 

384 

644 

70,101 

Food  Lion 

52 

HI 

12 

130 

Emerson  Electric 

165 

451 

549 

114,116 

Foodarama  Supermkts 

799 

143 

112 

130 

Emerson  Radio 

33 

6 

706 

114 

Foodmaker 

** 

•• 

•  « 

130 

Emery  Air  Freight 

388 

NM 

908 

72 

Ford  Motor 

106 

199 

27 

77 

Emhart 

517 

NM 

379 

106,  108 

Foremost  Corp  of  Amer 

594 

652 

579 

151 

Empire  of  America 

•  • 

NM 

•• 

82 

Fort  Howard 

192 

385 

431 

172,174 

Engelhard 

536 

667 

781 

89, 162 

LB  Foster 

942 

NM 

893 

146 

Enron 

648 

729 

567 

164 

Foster  Wheeler 

655 

701 

736 

108, 146 

Enserch 

807 

NM 

752 

108,  164 

Foxboro 

868 

NM 

867 

146 

1  nti\ 

674 

NM 

739 

82,  164 

FPL  Group 

480 

435 

411 

120,151 

Equifax 

109 

368 

171 

126 

Freeport-McMoRan 

632 

705 

611 

89, 168 

Equitable  of  Iowa 

712 

214 

479 

LSI,  176 

Fruit  of  the  Loom 

•  ft 

•  • 

•  * 

74 

1  quitable  Resources 

169 

423 

127 

164,  168 

HB  Fuller 

449 

412 

166 

89 

I  sselle  Business  Sys 

551 

83 

•• 

148 

Fuqua  Industries 

69 

374 

64 

106, 1 14,  If 

Ethyl 

329 

167 

18 

89,151 

GAF 

463 

NM 

9 

89, 108 

Exxon 

249 

489 

126 

168 

Gannett 

132 

339 

418 

99 

FairchJM  Industrial 

943 

NM 

852 

70 

Gap 

72 

107 

22 

176 

Family  Dollar  Stores 

53 

88 

677 

176 

GATX 

898 

NM 

524 

106,  180 

Farm  1  resh 

146 

427 

833 

130 

Gearhart  Industries 

964 

NM 

931 

168 

Farm  House  foods 

790 

723 

826 

130 

Geico 

31 

79 

210 

151 

Farmers  (.roup 

259 

300 

201 

151 

Gelco 

840 

NM 

445 

180      1 

Federal  Express 

170 

398 

576 

72 

GenCorp 

777 

307 

165 

70 

Federal-Mogul 

582 

710 

697 

77 

General  Cinema 

25 

110 

245 

86, 158 

Fedl  Nail  Mortgage 

865 

NM 

647 

126 

General  Dynamics 

148 

NM 

544 

70 

Federal  Papa  Board 

617 

654 

243 

172,174 

General  Electric 

185 

389 

333 

70,114,11 

Federated  Dept  Mrs 

537 

517 

520 

176 

General  Host 

147 

606 

469 

176 

Profitabilm :                             m    equity 

Growth: 

5  yeai    annual   earnings  pei 

share   growth     Stock    Market:    5-yeai 

price   change. 

NM: 

Not   meaning! 

1 

**n<                                          ige  number  Indicates  thai  the 
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Rank 

Rank 

Industry 

Industry 

Stock 

surve 

y 

Stock 

survey 

ripanv 

Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

market 

page 

leral  Instrument 

882 

NM 

887 

101,101, 

101 

Himont 

141 

•• 

»• 

89 

leral  Mills 

## 

431 

348 

130, 134 

Holiday 

495 

335 

872 

158 

teral  Motors 

400 

32 

730 

77 

Holly  Corp 

70 

35 

185 

168 

leral  Motors  EDS 

21 

46 

438 

148 

Holly  Farms 

390 

202 

292 

134, 134 

Hughes  Electronics 

*• 

■• 

70,77 

Home  Depot 

19 

105 

265 

176 

leral  Public  Utils 

767 

28 

60 

120 

Home  Federal  S&L 

569 

70 

409 

82 

teral  Re 

484 

614 

395 

151 

Home  Group 

•  * 

•  * 

»• 

151 

teral  Refractories 

862 

•  * 

19 

146 

Home  Shopping 

•  » 

•  • 

•  » 

176 

teral  Signal 

667 

688 

770 

101,116, 

146 

Homestead  Financial 

28 

14 

350 

82 

tesco 

889 

NM 

823 

74,  74, 

176 

HON  Industries 

214 

235 

504 

148 

mine  Parts 

230 

481 

405 

77 

Honeywell 

782 

NM 

591 

70,101,148 

trgia  Gulf 

•  * 

•  • 

*• 

89 

George  A  Hormel 

578 

401 

129 

134 

irgia-Pacific 

775 

156 

622 

108, 174 

Hospital  Corp 

348 

446 

824 

140 

ber  Products 

455 

631 

293 

134 

Household  Intl 

493 

209 

358 

106, 126 

ty  Petroleum 

477 

NM 

75 

168 

Houston  Industries 

471 

319 

513 

120 

nt  Food 

87 

158 

55 

130 

Hubbell 

255 

371 

354 

116 

raltar  Financial 

528 

222 

899 

82 

Humana 

62 

632 

810 

140 

lette 

317 

719 

140 

114 

Huntington  Bshs 

423 

377 

199 

82 

nFed 

"* 

64 

146 

82 

EF  Hutton  Group 

689 

NM 

851 

126 

lfrey 

507 

95 

14 

130 

IBP 

** 

#» 

•  * 

134 

den  West  Finl 

38 

66 

188 

82 

IC  Industries 

819 

NM 

71 

70, 106, 134 

dome 

*• 

•• 

•• 

82 

ICH 

23 

42 

345 

151 

Goodrich 

918 

NM 

702 

77,89 

Ideal  Basic  Inds 

960 

NM 

929 

108 

idyear 

686 

682 

565 

77 

Illinois  Power 

328 

455 

701 

120, 164 

■don  Jewelry 

730 

696 

717 

176 

Illinois  Tool  Works 

391 

458 

79 

146 

aid 

904 

NM 

905 

101,101 

Imperial  Corp  of  Am 

903 

*• 

825 

82 

.  Grace 

855 

NM 

664 

89 

Inco 

935 

»• 

581 

162 

V  Grainger 

369 

356 

330 

116 

Ingersoll-Rand 

839 

NM 

324 

146 

Am  First  Savings 

513 

53 

346 

82 

Ingles  Markets 

371 

151 

•  • 

130 

at  American  Mgmt 

815 

NM 

308 

89 

Inland  Steel  Inds 

927 

NM 

757 

162 

at  A&P  Tea 

676 

78 

30 

130 

Insilco 

654 

555 

743 

106, 108 

Northern  Nekoosa 

698 

657 

96 

174 

Inspiration  Resources 

951 

«* 

869 

89, 162 

Western  Financial 

657 

29 

610 

82,151 

Integrated  Resources 

610 

NM 

769 

126,151 

•yhound 

604 

479 

542 

77,114 

Intel 

798 

NM 

372 

101 

issman's 

966 

NM 

837 

176 

Interco 

710 

622 

689 

74,114,176 

■  ■- 
iw  Group 

573 

428 

700 

89,114 

Intergraph 

46 

30 

435 

101 

unman 

308 

90 

742 

70 

Interlake 

738 

286 

258 

146 

E 

579 

NM 

608 

182 

Intermark 

481 

NM 

190 

176 

ilford  Mills 

335 

592 

239 

74 

IBM 

81 

387 

638 

101 

If  &  Western 

739 

NM 

39 

99, 126, 

158 

Intl  Flavors  &  Frags 

162 

508 

489 

89 

If  States  Utils 

506 

635 

898 

120 

Intl  Minerals  &  Chem 

822 

NM 

682 

89 

lliburton 

842 

NM 

828 

108, 168 

Intl  Multifoods 

434 

593 

605 

130, 134 

ady  &  Harman 

814 

NM 

809 

77, 162 

International  Paper 

800 

681 

501 

172,174 

onaford  Bros 

179 

263 

52 

130 

Interpublic  Group 

197 

197 

183 

99 

nover Insurance 

593 

556 

81 

151 

Interstate  Bakeries 

914 

NM 

100 

134 

rcourt  Brace 

339 

59 

•• 

99,151 

Iowa-Illinois  G&E 

337 

559 

452 

120, 164 

rnischfeger  Inds 

941 

NM 

156 

146, 146 

Iowa  Resources 

460 

554 

533 

120 

rris  Corp 

678 

683 

844 

70, 101 

Ipalco  Enterprises 

318 

259 

398 

120 

rsco 

658 

551 

290 

70, 108  146 

Irving  Bank 

532 

465 

192 

82 

rtfdrd  National 

258 

493 

407 

82 

ITT 

717 

687 

494 

106,151 

rtmarx 

539 

581 

596 

74,176 

IV  International 

870 

NM 

796 

148, 180 

sbro 

32 

20 

11 

158 

James  River  Corp  Va 

176 

192 

602 

172,174 

waiian  Electric 

644 

337 

360 

120 

Jamesway 

361 

288 

515 

176 

chinger 

190 

128 

552 

176 

Jefferson-Pilot 

571 

303 

226 

151 

Heinz 

117 

292 

119 

134 

Jefferson  Smurfit 

108 

183 

56 

172,174 

nley  Group 

•  • 

•  • 

*• 

89, 108 

140 

Jerrico 

448 

534 

746 

130 

rcules 

592 

464 

430 

70,89 

Jim  Walter 

669 

17 

87 

106, 108 

■rshey  Foods 

218 

411 

130 

134 

Johnson  &  Johnson 

263 

625 

471 

114,140,140 

wlett-Packard 

256 

349 

563 

101 

Johnson  Controls 

416 

438 

498 

77, 148 

;hland  Superstores 

6 

24 

»« 

176 

Earle  M  Jorgensen 

846 

NM 

779 

162 

lenbrand  Inds 

243 

358 

181 

114,140 

Jostens 

131 

395 

252 

99,176 

Is  Dept  Stores 

•  • 

•• 

»* 

176 

K  mart 

478 

290 

320 

176 

iton  Hotels 

283 

571 

459 

158 

KaiserTech 

926 

NM 

854 

162      • 

iBtability:    5-vear    return    on    equitv 

Growth: 

5-year   annual    earnings-per 

-share   growth     Stock    Market:    5-year 

price   change 

NM: 

Not   meaningful 

•ot  ranked     Note:  A  repeated  page  number  indicates  that  the  company  is 

listed  ir 

l  more  than  one  subindustn 
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WHERE  TO  FIND  THE  COMPANY 

Rank 

Rank 

Industry 

Indus  tr 

Stock 

survey 

Stock 

survey 

Company 

Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

markei 

page 

Kaman 

309 

168 

182 

70, 146 

Marsh  Supermarkets 

640 

515 

642 

130 

Kansas  City  P&L 

354 

557 

547 

120 

Marshall  &  Ilsley 

344 

299 

212 

82 

Kansas  City  Southern 

696 

NM 

751 

180 

Martin  Marietta 

340 

NM 

289 

70 

Kansas  Gas  &  Elec 

566 

691 

696 

120 

Masco 

231 

257 

401 

108 

Kansas  Power  &  Light 

298 

390 

302 

120, 164 

Masco  Industries 

** 

*• 

20 

77,146 

Kaufman  &  Broad 

771 

69 

279 

108,151 

Mattel 

947 

NM 

891 

158 

Kay 

424 

34 

•  * 

126 

Maxicare  Health 

76 

225 

782 

140 

Kellogg 

24 

256 

40 

134 

Maxus  Energy 

»# 

«• 

•• 

168 

Kellwood 

398 

23 

158 

74 

May  Dept  Stores 

379 

265 

338 

176,176 

Kelly  Services 

73 

132 

33 

148 

Mayfair  Super  Markets 

15 

33 

3 

130 

Kemper 

555 

536 

357 

151 

Maytag 

80 

122 

237 

114 

Kentucky  Utilities 

537 

509 

399 

120 

MCA 

538 

521 

493 

158 

Kerr  Glass  Mfg 

925 

NM 

817 

172 

McCormick  &  Co 

294 

566 

614 

134 

Kerr-McGee 

844 

NM 

678 

168 

McDermott  Intl 

863 

NM 

802 

146, 168 

KeyCorp 

315 

169 

83 

82 

McDonald's 

111 

251 

174 

130 

Kimball  International 

285 

239 

53 

114 

McDonnell  Douglas 

491 

327 

559 

70 

Kimberly-Clark 

402 

449 

116 

114,174 

McGraw-Hill 

122 

375 

534 

99 

KN  Energy 

660 

716 

M 

164 

MCI  Communications 

375 

NM 

880 

182 

Knight-Ridder 

311 

350 

458 

99 

McKesson 

560 

597 

577 

140  . 

Koppers 

893 

NM 

295 

89, 108 

MCorp 

614 

NM 

930 

82 

Kraft 

234 

142 

264 

134 

MDC  Holdings 

50 

103 

875 

108 

Kroger 

544 

704 

607 

130 

Mead 

796 

619 

92 

172,174 

Laclede  Gas 

291 

163 

247 

164 

Media  General 

516 

663 

101 

99,99,174 

Lafarge 

888 

NM 

759 

108 

Mellon  Bank 

581 

586 

783 

82 

Laidlaw  Industries 

114 

112 

125 

148 

Melville 

98 

326 

497 

176,176 

Leggett  &  Piatt 

164 

185 

138 

114 

Mercantile  Bancorp 

492 

544 

560 

82 

Leslie  Fay  Cos 

•  • 

•  • 

«• 

74 

Mercantile  Stores 

277 

269 

299 

176 

Life  Investors 

638 

141 

394 

151 

Merck 

126 

308 

42 

140 

Eli-Lilly 

96 

347 

179 

140 

Meredith 

211 

260 

371 

99,99 

Limited 

13 

25 

16 

176 

Meridian  Bancorp 

373 

306 

382 

82 

Lincoln  National 

598 

224 

337 

151 

Meritor  Financial 

837 

NM 

888 

82     . 

Liquid  Air 

679 

608 

679 

89 

Merrill  Lynch 

406 

580 

830 

126 

Litton  Industries 

376 

690 

483 

70 

Fred  Meyer 

99 

80 

•  • 

130,176 

Liz  Claiborne 

11 

27 

8 

74 

Michigan  National 

797 

NM 

143 

82 

Lockheed 

9 

230 

465 

70 

Middle  South  Utils 

534 

621 

874 

120 

Loews 

105 

119 

50 

86,  151 

Midlantic  Banks 

212 

369 

175 

82 

Lone  Star  industries 

752 

NM 

842 

108 

Midwest  Energy 

588 

510 

522 

120,  164 

Long  Island  Lighting 

445 

575 

892 

120 

Herman  Miller 

107 

131 

288 

148 

Longs  Drug  StOKI 

320 

490 

410 

176 

Minn  Mining  &  Mfg 

206 

532 

412 

106 

Longview  Fibre 

685 

63 

274 

172,174 

Minstar 

63 

11 

5 

158,180 

Loral 

232 

208 

529 

70 

Mitchell  Energy 

641 

727 

870 

164,168 

Lorimar-Telepictures 

709 

NM 

M 

158 

MNC  Financial 

469 

391 

124 

82 

Louisiana  Land 

753 

NM 

707 

168 

Mobil 

699 

673 

540 

168,176 

Louisiana-Pacific 

832 

147 

685 

108 

Mohasco 

801 

388 

275 

114 

Louisville  G&E 

529 

447 

473 

120,  164 

Monarch  Capital 

472 

114 

388 

151 

Lowe's  Cos 

241 

126 

760 

176 

Monsanto 

726 

NM 

336 

89 

LTV 

969 

NM 

916 

70,  162 

Montana  Power 

519 

645 

641 

91,120,1 

Lubrizol 

521 

603 

546 

8S> 

Moore  Corp 

454 

553 

594 

148 

Lucky  Stores 

143 

291 

557 

130 

Moore  McCormack 

909 

NM 

780 

108 

l.ukens 

884 

NM 

69 

162 

IP  Morgan  &  Co 

276 

193 

281 

82 

tt/A-Corn 

713 

694 

902 

70,182 

Morgan  Stanley 

•  • 

M 

•  • 

126 

1    I  rucks 

911 

NM 

856 

77 

Morrison 

420 

611 

555 

130, 130 

Han 

194 

56 

43 

99 

Morrison-Knudsen 

584 

596 

572 

108 

M.                   Industries 

859 

NM 

845 

74 

Morton  Thiokol 

75 

258 

225 

70,89 

Via 

65 

85 

326 

140 

Motorola 

619 

670 

530 

101,182 

Miii                     ''.mover 

530 

550 

839 

82 

Munford 

557 

703 

480 

130 

Man.                   \  ul 

531 

47 

114 

82 

Murphy  Oil 

769 

NM 

695 

168 

Manvillc 

886 

NM 

910 

108 

Nacco  Industries 

118 

10 

167 

91,146 

Mapco 

432 

468 

381 

168 

Nalco  Chemical 

175 

604 

705 

89 

Marin> 

(.45 

353 

28 

82 

Nash  Finch 

533 

516 

97 

130, 130 

Marion  Laboi 

116 

41 

6 

140 

Nashua 

806 

93 

15 

148 

Marriott 

120 

179 

159 

130,  158 

National  City 

378 

162 

107 

82 

Marsh  fri  McLi 

44 

336 

160 

151 

Natl  Convenience 

195 

699 

729 

130 

Profitability: 

Growth: 

5  \i'.n    annual  earnings  pei 

share   growth     Stock    Market:    5-year 

price    change 

NM: 

Not   meaning! 
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Rank 

Rank 

Stock 

Industry 
survey 

Stock 

Industry 
survey 

ompany 

Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

market 

page 

ational  Distillers 

773 

665 

222 

89,168 

Payless  Cashways 

257 

378 

868 

176 

ational  Fuel  Gas 

458 

415 

150 

164 

Penn  Central 

764 

NM 

439 

106, 182 

ational  Intergroup 

938 

NM 

849 

140, 168 

IC  Penney 

552 

533 

340 

176 

ational  Medical 

288 

437 

776 

140 

Pennsylvania  P&L 

576 

620 

444 

120 

atl  Semiconductor 

899 

NM 

426 

101,101 

Pennwalt 

786 

NM 

586 

89 

ational  Service 

227 

386 

280 

116,148 

Pennzoil 

618 

708 

323 

168 

ational-Standatd 

881 

NM 

820 

162 

Pentair 

287 

407 

355 

146,174 

avistar  Intl 

968 

•  • 

724 

77 

Peoples  Energy 

306 

359 

425 

164 

BD  Bancorp 

556 

219 

117 

82 

Pep  Boys 

199 

218 

47 

176 

CNB 

282 

270 

297 

82 

PepsiCo 

177 

244 

134 

86, 130, 134 

CR 

410 

289 

102 

101 

Perini 

836 

NM 

798 

108 

eiman-Marcus  Group 

•  * 

*• 

•  • 

176 

Perkin-Elmer 

559 

574 

800 

70, 101 

ew  England  Electric 

242 

364 

519 

120 

Perry  Drug  Stores 

548 

432 

727 

176 

Y  State  E&G 

389 

498 

659 

120 

Petrie  Stores 

201 

360 

440 

176 

.'ew  York  Times 

no 

144 

104 

99 

Pfizer 

137 

154 

518 

140 

lewmont  Mining 

854 

NM 

663 

162 

Phelps  Dodge 

924 

NM 

583 

162 

iiagara  Mohawk  Power 

392 

545 

778 

120, 164 

PHH  Group 

187 

418 

816 

148 

iicor 

891 

NM 

772 

164 

Philadelphia  Elec 

464 

540 

676 

120 

(IKE 

56 

644 

827 

74,74 

Philip  Morris  Cos 

64 

190 

106 

86, 134 

i  L  Industries 

937 

NM 

907 

89, 168 

Philips  Industries 

101 

113 

207 

108 

lords  trom 

208 

174 

66 

176 

Phillips  Petroleum 

609 

675 

720 

168 

lorfolk  Southern 

630 

595 

616 

180 

Phillips-Van  Heusen 

577 

176 

206 

74, 176 

lorstar  Bancorp 

345 

444 

315 

82 

Pillsbury 

269 

338 

173 

130, 134 

lortek 

553 

436 

721 

108 

Pinnacle  West 

442 

588 

674 

120 

lortheast  Utilities 

248 

212 

391 

120 

Pioneer  Hi-Bred  Intl 

160 

443 

623 

134 

lo  Indiana  Pub  Svc 

784 

NM 

838 

120,164 

Pitney  Bowes 

184 

161 

105 

101 

Jo  States  Power 

303 

382 

284 

120, 164 

Pittston 

905 

NM 

834 

72,91 

lorthern  Trust 

714 

527 

168 

82 

Pittway 

508 

607 

613 

99,114,172 

lorthrop 

295 

76 

661 

70 

PNC  Financial 

221 

238 

416 

82 

lo'western  Natl  Life 

721 

146 

394 

151 

Polaroid 

802 

134 

406 

158 

lorthwestern  Steel 

933 

NM 

787 

162 

Portland  General 

403 

638 

517 

120 

lorton 

895 

NM 

636 

146 

Potlatch 

748 

215 

578 

108,174 

Jorwest 

703 

626 

554 

82 

Potomac  Electric 

310 

243 

170 

120 

Jucor 

437 

252 

451 

162 

PPG  Industries 

411 

229 

161 

77, 108 

IWA 

779 

19 

803 

72 

Premark  Intl 

** 

** 

#• 

114 

Jynex 

470 

467 

255 

182 

Premier  Bancorp 

639 

NM 

774 

82 

)ccidental  Petroleum 

785 

709 

617 

164, 168 

Price  Co 

12 

22 

220 

176 

)gden 

524 

NM 

367 

148 

Primark 

623 

100 

234 

164 

>gilvy  Group 

159 

298 

455 

99 

Prime  Computer 

183 

472 

861 

101 

)hio  Casualty 

624 

570 

373 

151 

Primerica 

772 

109 

393 

151,176 

)hio  Edison 

426 

491 

551 

120 

Procter  &  Gamble 

270 

613 

539 

114,114 

)klahoma  G&E 

436 

539 

490 

120 

Progressive 

61 

50 

36 

151 

)ld  Republic  Intl 

314 

442 

548 

151 

Provident  Life  &  Ace 

417 

184 

618 

151 

)lin 

835 

NM 

504 

89 

PS  Group 

869 

NM 

815 

168 

hnnicom  Group 

740 

NM 

•  * 

99 

Public  Service  Colo 

558 

594 

658 

120, 164 

hieok 

586 

678 

740 

164 

Public  Service  Ind 

172 

711 

882 

120 

)range  &  Rockland 

468 

518 

464 

120, 164 

Public  Service  NH 

774 

NM 

918 

120 

)rion  Capital 

917 

NM 

762 

151 

Public  Service  NM 

514 

639 

789 

120, 164 

hitboard  Marine 

680 

685 

630 

158 

Pub  Svc  Enterprise 

502 

419 

457 

120, 164 

)wens-Corning 

693 

637 

** 

108 

Pueblo  International 

707 

149 

287 

130 

)xford  Industries 

280 

636 

715 

74 

Puget  Sound  P&L 

611 

666 

626 

120 

'accar 

668 

543 

612 

77 

Pullman 

967 

•  * 

389 

77, 106 

'ACE  Membership 

949 

** 

•  • 

176 

Pulte  Home 

84 

413 

903 

108 

•acific  G&E 

387 

426 

621 

120, 164 

Quaker  Oats 

235 

216 

35 

134 

'acific  Lighting 

636 

702 

386 

164,176 

Quaker  State  Oil 

500 

480 

733 

168 

'acific  Resources 

684 

NM 

691 

168 

Questar 

377 

430 

365 

164 

'acific  Telesis 

461 

247 

316 

182 

Ralston  Purina 

71 

72 

46 

134, 134 

"acifiCorp 

346 

531 

472 

91,120,182 

Ramada 

877 

67 

669 

158 

'aineWebber  Group 

186 

520 

881 

126 

Raychem 

568 

600 

417 

116 

'an  Am 

959 

M 

705 

72 

Raytheon 

225 

486 

511 

70, 106 

'anhandle  Eastern 

872 

NM 

•• 

164 

Reebok  International 

1 

1 

*• 

74 

'arker-Hannifin 

527 

460 

306 

70, 146 

Reliance  Group 

123 

16 

•  • 

151 

'ay'n  Save 

»» 

•  * 

•  V 

176 

Republic  New  York 

278 

487 

442 

82 

'rofitability:    5-year   return    on   equity 

Growth: 

5-year   annual   earnings-per 

-share   growth     Stock   Market:    5-year 

price    change. 

NM: 

Not    meaningful 

"Not  ranked.     Note:  A  repeated  page  number  indicates  that  the  company  is  listed  if 

i  more  than  one  subindustry 
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Stock 
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survey 
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Industry 
survey 

Company 

Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

market 

page 

Resorts  In:' 

890 

NM 

675 

158 

Soo  Line 

876 

NM 

883 

180 

Reynolds  &  Revnolds 

289 

86 

693 

101,148 

Southeast  Banking 

499 

450 

453 

82 

Reynolds  Metals 

901 

NM 

68 

162 

So  Calif  Edison 

313 

454 

370 

120 

Riggs  National 

575 

408 

429 

82 

Southern  Company 

331 

310 

566 

120 

Rite  Aid  " 

104 

317 

259 

176 

So  New  England  Tel 

498 

513 

446 

182 

R|R  Nabisco 

138 

405 

191 

86, 134 

Southland 

341 

370 

246 

130 

RLC 

697 

598 

704 

180 

Southmark 

83 

49 

615 

126 

Roadway  Services 

284 

579 

726 

180 

Southwest  Airlines 

408 

512 

855 

72 

HH  Robertson 

902 

NM 

879 

108 

Southwest  Gas 

431 

280 

311 

164 

AH  Robins 

955 

NM 

768 

140 

Southwestern  Bell 

473 

507 

351 

182 

Rochester  G&E 

394 

496 

741 

120,164 

Southwestern  Pub  Svc 

153 

402 

536 

120 

Rockwell  Intl 

150 

175 

380 

70 

Sovran  Financial 

238 

253 

575 

82 

Rohm  &  Haas 

362 

255 

217 

89 

Spiegel 

336 

43 

»* 

176 

Rohr  Industries 

136 

81 

178 

70 

Springs  Industries 

736 

684 

558 

74,114 

Rollins 

51 

204 

456 

148 

Square  D 

323 

573 

590 

116 

Roper  Corp 

634 

NM 

95 

114 

Squibb 

198 

117 

93 

140 

Rorer  Group 

74 

196 

516 

140 

SSMC 

•  * 

*• 

•  • 

114 

Rose's  Stores 

260 

153 

80 

176 

Staley  Continental 

813 

726 

710 

130, 134 

Ross  Stores 

848 

NM 

•  • 

176 

Stanadyne 

430 

478 

390 

108,146  . 

Rubbermaid 

140 

165 

108 

114 

Std  Commercial  Tob 

486 

610 

374 

86 

Roddick 

475 

485 

334 

130 

Standard  Fedl  Bank 

•• 

•  • 

•• 

82 

Ryder  System 

250 

282 

506 

180 

Standard  Register 

203 

201 

70 

148 

Rykoff-Sexton 

562 

538 

341 

130 

Standard  Shares 

515 

504 

476 

99,114,1 

Ryland  Group 

119 

36 

652 

108 

Stanley  Works 

429 

320 

532 

1 14, 146 

Saleco 

435 

157 

236 

151 

State  Street  Boston 

124 

220 

94 

82 

St  Paul  Cos 

746 

NM 

468 

151 

Sterling  Drug 

358 

537 

227 

114,140 

Salomon 

168 

393 

831 

126 

JP  Stevens 

831 

NM 

609 

74,114 

San  Diego  G&E 

265 

452 

349 

120 

Stewart  &  Stevenson 

908 

NM 

561 

146 

Santa  Fe  Southern 

747 

NM 

332 

180 

Stewart-Warner 

867 

NM 

601 

146 

Sara  Lee 

166 

324 

86 

134 

Stone  Container 

781 

NM 

88 

172,174 

Savannah  Foods 

91 

686 

240 

134 

Stop  &  Shop  Cos 

275 

618 

485 

130,176 

Savin 

965 

•  • 

934 

148 

Storage  Technology 

973 

NM 

935 

101 

Scana 

444 

473 

397 

120,164 

Strawbridge 

441 

173 

91 

176 

Schering-Plough 

433 

495 

214 

114,140 

Student  Loan 

20 

60 

122 

126 

SchlumberuiT 

692 

NM 

836 

168 

Subaru  of  America 

16 

108 

813 

77 

SCI  Systems 

222 

87 

656 

101 

Sun  Company 

687 

679 

461 

168 

Scott  Paper 

627 

198 

77 

114,174 

Sun  Microsystems 

10 

3 

H 

101 

Scottv  \ 

542 

599 

857 

176 

Sundstrand 

603 

669 

764 

70, 146 

Seagate  Technology 

7 

135 

645 

101 

SunTrust  Banks 

223 

277 

•  at 

82 

Seagram 

612 

380 

223 

86 

Super  Food  Services 

349 

73 

65 

130 

Sealed  Power 

438 

514 

651 

77 

Super  Rite  Foods 

88 

404 

876 

130, 130 

Scars,  Roebuck 

550 

313 

640 

LSI,  176 

Super  Valu  Stores 

112 

409 

514 

130 

Seaway  Food  Town 

715 

689 

301 

130 

Sysco 

209 

283 

604 

130 

Security  Pacific 

316 

345 

361 

82 

Talley  Industries 

792 

140 

187 

70  114 

Sequa 

142 

58 

144 

89,  101 

Talman  Home  Federal 

•  • 

•  • 

H 

82 

Sen  ice  Merchandise 

682 

NM 

914 

176 

Tambrands 

48 

322 

313 

114 

sliaklee 

151 

526 

795 

114 

Tandem  Computers 

574 

304 

375 

101 

Shaw  Industrie-. 

171 

48 

109 

114 

Tandy 

59 

511 

847 

101,176 

Shawms! 

479 

367 

447 

82 

TCF  Banking  &  Savings 

•  « 

•  » 

•  » 

82 

Shcarson  Lehman  Bro-.            85 

138 

•  • 

126 

TECO  Energy 

447 

471 

244 

120 

Sherwin-Williams 

244 

133 

216 

176 

Tecumseh  Products 

482 

564 

526 

146 

Shone)  'i 

94 

178 

460 

130 

Tektronix 

628 

664 

756 

101 

■  Ranking 

292 

118 

241 

82 

Tele-Communications 

711 

101 

26 

99 

512 

4 

153 

70 

Teledyne 

134 

166 

276 

70, 106, 1 

1 

763 

340 

877 

77, 108 

Telex 

35 

55 

250 

101 

845 

NM 

300 

77 

Temple-Inland 

613 

250 

443 

108,172 

Smiti' 

956 

NM 

913 

168 

Tenneco 

741 

NM 

600 

106,164,1 

SmithfuTu  1 

4S3 

54 

17 

134 

Tesoro  Petroleum 

932 

NM 

846 

168 

SmithKlini 

67 

502 

580 

140,140 

Texaco 

758 

700 

734 

168 

Snap-on  I  ool< 

174 

297 

200 

77 

Texas  Air 

970 

•  • 

686 

72 

Society 

S01 

254 

141 

82 

Texas  American  Bcsh 

838 

NM 

919 

82 

Sonat 

787 

NM 

731 

164 

Texas  Eastern 

724 

731 

806 

164 

Sonoco  Products 

333 

155 

172 

Texas  Industries 

671 

651 

725 

108,162 

Profitability: 
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Rank 

Rank 

Industry 

Industry 

Stock 

survey 

Stock 

survey 

mpany 

Profitability 

Growth 

market 

page 

Company 

Profitability 

Growth 

market 

page 

xas  Instruments 

824 

NM 

749 

70, 101 

USLife 

716 

NM 

592 

151 

xas  Utilities 

343 

499 

632 

120 

UST  Inc 

42 

180 

34 

86 

xtron 

626 

226 

362 

70, 106 

USX 

928 

NM 

582 

162, 168 

iom  Apple  Valley 

857 

NM 

819 

134 

Utah  Power  &  Light 

622 

655 

585 

120 

E/Communi  cations 

810 

NM 

928 

182 

UtiliCorp  United 

226 

348 

277 

120, 164 

ger  International 

974 

♦  * 

653 

72 

Valero  Energy 

866 

NM 

917 

164,  168 

me  Inc 

130 

65 

352 

99,99 

Valley  National 

504 

429 

414 

82 

mes  Mirror 

90 

139 

253 

99 

Varian  Associates 

700 

NM 

859 

101 

mken 

894 

NM 

692 

146, 162 

Varity  Corp 

*• 

•  • 

805 

77, 146 

•dd  Shipyards 

856 

NM 

933 

70, 146 

VF 

37 

164 

142 

74 

rchmark 

299 

125 

41 

151 

Viacom 

*» 

•  • 

«< 

99 

ro 

793 

•  • 

429 

114 

Vista  Chemical 

•  • 

#• 

»• 

89 

iSCO 

** 

NM 

927 

168 

Vons  Cos 

»« 

*• 

•• 

130 

iys  "R"  Us 

97 

136 

202 

176 

Vulcan  Materials 

404 

448 

209 

89,108 

acor 

421 

640 

404 

70 

Wal-Mart  Stores 

26 

68 

31 

176 

ans  World  Airlines 

952 

•• 

495 

72 

Walgreen 

103 

181 

242 

176 

ansamerica 

659 

627 

568 

151 

Wang  Laboratories 

418 

717 

904 

101 

ansco  Energy 

607 

NM 

775 

164 

Warner  Commun 

826 

NM 

477 

158 

avelers 

651 

524 

510 

151 

Warner-Lambert 

585 

NM 

172 

140 

iangle  Industries 

338 

NM 

7 

172 

Washington  Gas  Light 

487 

403 

383 

164 

ibune 

385 

77 

215 

99 

Washington  National 

751 

572 

713 

151 

inity  Industries 

853 

NM 

521 

108,  180 

Washington  Post 

58 

94 

67 

99 

inova 

563 

12 

164 

146 

Waste  Management 

113 

123 

154 

148 

iw 

522 

NM 

627 

70,77 

Del  E  Webb 

695 

26 

711 

108 

iraer 

128 

582 

643 

108 

Weis  Markets 

181 

321 

113 

130 

irner  Broadcasting 

mm 

NM 

687 

99, 158 

Wells  Fargo 

450 

273 

98 

82 

V  Services 

597 

9 

•  # 

130, 130 

Wendy's  Intl 

297 

NM 

753 

130 

'co  Laboratories 

202 

346 

21 

108 

West  Point-Pepperell 

646 

641 

639 

74,74,114 

'ler 

650 

647 

690 

89, 101, 108 

Western  Auto  Supply 

M 

•  • 

»* 

176 

'son  Foods 

55 

13 

2 

134 

Western  Co  No  Amer 

957 

NM 

925 

168 

il 

851 

NM 

628 

89, 164 

Western  S&L 

14 

52 

51 

82 

VC 

939 

NM 

488 

70 

Western  Union 

963 

NM 

936 

182 

lion  Camp 

625 

646 

427 

172,174 

Westinghouse 

305 

318 

194 

70, 1 16 

lion  Carbide 

750 

NM 

629 

89 

Westmoreland  Coal 

873 

NM 

666 

91 

lion  Electric 

328 

381 

408 

120 

Westvaco 

637 

494 

157 

174 

lion  Pacific 

791 

NM 

670 

168,180 

Wetterau 

330 

39 

267 

130 

lion  Texas  Petrol 

590 

NM 

•  • 

168 

Weyerhaeuser 

783 

474 

728 

108,174 

lisys 

770 

NM 

229 

101 

Wheeling-Pittsburgh 

961 

NM 

889 

162 

lited  Artists 

293 

331 

4 

99, 158 

Whirlpool 

237 

376 

631 

114 

lited  Banks  of  Colo 

629 

615 

739 

82 

Whittaker 

705 

NM 

738 

89,146 

lited  Brands 

830 

542 

23 

134, 134 

Wickes  Cos 

972 

730 

894 

176 

lited  Financial 

897 

•* 

923 

82 

Wicor 

595 

365 

492 

164 

lited  Illuminating 

245 

477 

718 

120 

Willamette  Inds 

656 

45 

491 

108,174 

lited  Jersey  Banks 

380 

227 

132 

82 

Williams  Cos 

874 

NM 

573 

164 

nited  Merchants 

944 

ft* 

865 

74,74 

Wilson  Foods 

948 

NM 

766 

134 

S  Bancorp 

554 

497 

331 

82 

Winn-Dixie  Stores 

182 

506 

508 

130 

S  Healthcare 

17 

2 

569 

140 

Wisconsin  Energy 

325 

357 

294 

120 

S  Home 

919 

NM 

921 

108 

Wisconsin  P&L 

307 

440 

343 

120 

SShoe 

386 

680 

650 

74,176 

Wisconsin  Public  Svc 

363 

417 

362 

120,164 

nited  Stationers 

115 

170 

499 

148 

Witco 

368 

276 

197 

89, 168 

nited  Technologies  - 

631 

725 

671 

70, 108 

FW  Woolworth 

768 

148 

135 

176,176 

nited  Telecom 

649 

721 

649 

182 

Worthington  Inds 

161 

261 

268 

162 

nivar 

549 

722 

** 

89 

Wm  Wrigley  Jr 

247 

246 

25 

134 

niversal  Foods 

395 

602 

437 

134 

Wyman-Gordon 

708 

NM 

884 

70 

niversal  Leaf 

207 

372 

230 

86, 126 

Xerox 

701 

677 

479 

148,151 

nocal 

540 

707 

714 

168 

Xidex 

167 

272 

871 

148 

NUM  Corp 

•  • 

*• 

#• 

151 

Yellow  Freight  Sys 

281 

57 

137 

180 

pjohn 

302 

392 

45 

140 

York  International 

** 

•  • 

•  • 

108 

5  West 

474 

562 

356 

182 

Zapata 

923 

NM 

922 

134, 168 

SAir  Group 

425 

530 

745 

72 

Zayre 

240 

129 

420 

176,176 

SF&G 

734 

NM 

545 

151 

Zenith  Electronics 

825 

NM 

NM 

101,114 

SG 

215 

62 

232 

108, 108 

Zurn  Industries 

621 

643 

597 

146 

slico 

355 

453 

525 

151 

ofitability:    5-year   return    on    equit\ 

Growth: 

5-year    annual    earnings-pet 

-share   growth.     Stock   Market:    5-year 

price   change 

NM: 

Not    meaningful. 

Not  ranked     Note:  A 

-epeated  page  number  indicates  that  the  company  is  listed  ir 

i  more  than  one  subindustn 
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FREE  INFORMATION  FOR  READERS  OF  FORBE 

The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To  obt< 
information,  see  the  adjoining  page. 


Products/Services  Information 


1. 

Air  France 

12. 

MCI  Telecommunications 

24. 

Star  Micronics 

2. 

American  Re-Insurance 

13. 

Management  Recruiters 

25. 

Steelcase 

Company 

14. 

Minolta  Corporation 

•26. 

SteinRoe  Mutual  Fi 

3. 

The  Boston  Company — 

15. 

Mobil  Corporation 

27. 

Stouffer  Hotels 

Boston  Safe  Deposit  & 

16. 

Municipal  Bond  Investors 

28. 

Strong  Short-Term 

Trust  Company 

Assurance  Corporation 

Fund 

4. 

Chase  Manhattan  Bank 

17. 

Murata  Business  Systems, 

29. 

Tel  Plus  Communic 

5. 

Eastman  Kodak  Company 

Inc. 

Inc. 

*  6. 

Fansteel 

18. 

NYNEX  Corporation 

30. 

Toshiba  America,  Ir 

7. 

Hewlett-Packard 

19. 

The  New  England 

Copier  Division 

8. 

Hotel  Okura 

20. 

Nutriplexx 

31. 

Toshiba  America,  Ir 

9. 

International  Trade 

21. 

Schott  Corporation 

Facsimile  Division 

Exhibitions  in  France,  Inc. 

22. 

Scudder401K  Plan 

32. 

Twentieth  Century 

10. 

KLM 

23. 

The  Sharper  Image — 

Investors,  Inc. 

11. 

The  Lancaster  Group 

Americas  Catalog  of 
Innovation 

Annual  Reports 

33. 

American  Electric  Power 

36. 

NCR  Corporate 

38. 

Phillips  Petroleum 

Co.,  Inc. 

37. 

Parker  Hannifin 

Company 

34. 

Centel  Corporation 

Corporation 

39. 

Tandy/Radio  Shack 

35. 

MagneTek,  Inc. 

Area  Development  Information 

40.  Discover  Columbus  41.  Oklahoma  Department  of 

Commerce 


, 


Patrick  Foley 


Chairman,  Hyatt  Hotel  Corporation  and 
Vice  Chairman  &  CEO  of  Braniff  Airlines. 
Insight  reader 


The  typical  Insight  reader  is  anything 
but  typical. 

They  hold  key  positions  in  government 
and  business.  They're  opinion  leaders 
and  decision  makers.  And  they  have  the 
power  to  bring  about  change. 

According  to  a  Simmons  survey, 
Insight  reaches  the  highest  concentra- 
tion of  affluent  readers  of  any  national 
newsweekly.  And  it's  read  by  nearly  four 
million  people  each  week* 

What  does  Patrick  Foley  say  about  it? 

"Insight  magazine  goes  into  more  depth 
than  the  average  weekly  publication. 
You  can  read  some  of  the  competitors 
and  they  just  basically  skim  the  surface." 

If  you  want  advertising  results  that  are 
more  than  just  typical,  ask  your  agency 
about  Insight.  Or,  if  you're  with  an  agency, 
call  us. 

In  New  York,  our  representative  is  Jack 
Mandable  at  212/599-1730.  In  Chicago, 
call  Dick  Weithas  at  312/346-8810.  In 
Detroit,  call  Jon  Stitle  at  313/651-2770. 
In  Los  Angeles,  call  Bill  Bauer  at 
213/820-1550.  And  in  Washington,  D.C, 
call  Tim  Hutchens  at  202/636-8870. 

'Circulation  is  over  one  million. 


Insight 

"Bilk  to  the 
powers  that  be. 


A.  typical  male. 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Fewer  people  are  watching  network  TV. 
And  the  head  counts  are  getting  more  ac- 
curate. Result:  The  nets  arent  delivering 
the  promised  audiences,  and  the  outlook  is 
dire  for  network  profits. 

The  revolt  of  the 
couch  potatoes 


W'ith  costs  down  and  adver- 
tising prices  up,  network  TV 
has  been  riding  high.  It  looks 
like  the  party  is  over.  Network  TV 
may  well  be  heading  for  severe  profit 
problems.  Some  $9  billion  is  riding  on 
the  success  of  the  1987-88  network 
television  season,  now  at 
its  midpoint.  That's  how 
much  client  money  adver- 
tising agencies  will  spend 
to  air  commercials  on  the 
three  major  networks.  Yet 
even  as  advertisers  were 
writing  those  big  checks, 
they  knew  that  innovations 
and  improvements  in  audi- 
ence measurement — the 
so-called  people  meter, 
among  other  things 
(Forbes,  May  19,  l'M6)— 
were  changing  the  rules  of 
the  game.  Changing  them 
tor  the  worse  so  far  as  the 
networks  are  concerned. 

Now  it  is  clear  that  not 
only  the  rules  but  also  the 
K  h. is  changed  drastical- 
ly. Far  fewer  people  are 
watching  network  televi- 
sion than  anyone  expected 
From  Sept.  14,  the  begin- 
ning ot  the  new  season, 
through  Dec.  6,  the  net- 
work pi mie  time  shows  at- 
tracted only  38.5  million 
households  (a  43.5%  rat- 
ingl,  compared  with  42.2 
million  (a  48.3%  rating)  a 
year  ago.  To  be  fair,  the  net- 
works and  then  advertisers 


have  long  suspected  that  the  old  audi- 
ence rating  systems  overstated  net- 
work audiences.  But  the  networks  al- 
ways insisted  that  their  share  of  the 
viewing  audience  was  only  declining 
by  1%  to  2%  a  year. 

People  meters,  however,  tell  anoth- 


A  (    Nielsen's  John  Dimling 
Ratings  down,  emotions  high. 


er  story.  This  year  network  prime] 
time  ratings  are  down  10%.  Media  ln\ 
dustry  Newsletter,  a  respected  trade 
source,  notes,  for  example,  that  foij 
the  five  weeks  ended  Nov.  1  fully  32 
of  the  35  nights  attracted  fewer  view] 
ers  than  last  season. 

This  makes  advertisers  unhappy| 
They  spent  a  record  $3  billion  buyimf 
so-called  upfront  time,  meaning  com 
mercials  purchased  last  July  in  anticili 
pation  of  the  new  season.  So  man) 
advertisers,  in  fact,  were  anxious  tc 
reserve  commercial  time  on  already 
established  hit  shows  that  they  paid 
20%  more  on  a  cost-per-thousand  baj 
sis  than  last  year.  The  shrinking  pooh 
of  rating  points  means  advertisers  ara 
paying  more  to  reach  the  same  siza 
audience.  Many  of  those  lost  viewer| 
have  switched  to  syndicated  shows 
cable  TV  and  videocassette  rentals. 

The  weakest  part  of  each  network':! 
schedule,  and  the  shows  that  are  nc 
doubt   giving   advertisers   and   theii 
agencies    the    most    heartburn,    arc; 
those  programs  ranked  third  in  eacl 
prime-time  slot.  Ten  years  ago,  in  the 
1977-78  season,  number  three  show: 
generated    a    respectable    13    rating 
each.  This  year  they  are  getting  si 
gle-digit  ratings.  A  few  sadder  exam 
pies  from  the  last  week  in  November 
a  9.4  rating  for  ABC's  Full  House, 
comedy  about  three  men  raising 
houseful  of  kids,  on  Friday 
evening  at  8  p.m.;  7.9  fc 
CBS'  attempt  at  a  tabloic 
newspaper-style    magazind 
show,  West  57th  Street,  oij 
Saturday  at  10  p.m.;  and 
8.5  rating  for  CBS'  The  Ola 
est  Rookie,  on  Wednesday  a|< 
8  p.m.,  wherein  a  middle 
aged  guy  is  allowed  to  joi 
the   police  force.    Clearl) 
VCRs,  independent  TV  sta 
tions  and  syndicated  pre 
gramming    now    offer 
many  choices  that  viewer 
who  don't  like  the  top-rateij 
shows  have  other  alterna 
tives  than  turning  to  nui 
ber  three. 

Listen  to  Paul  Schulmar 
who  heads  a  TV  buying  ser 
vice  that  spends  about  $17* 
million  a  year  with  the  net 
works.  "The  trick  is  to  buf 
the  top-rated  shows  on  spel 
cific  days,"  he  says.  Schull 
man  buys  CBS  on  Friday;' 
and  Sundays  for  big  draw 
like  Dallas  and  Murder.  Sh 
Wrote    He    buys    ABC    oi 
Tuesdays  and  Wednesday' 
because  of  shows  like  Grou  J 
big  Pains,  a  family  sitcorti 
and  Hooperman,  with  [oh)': 
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Scenes  from  two  of  this  season's  low-rated  shows.  ABC's  Full  House  (left)  and  CBS'  The  Oldest  Rookie 
The  dogs  are  howling. 


Ritter  as  a  slick-dressing  cop  who  is 
ilso  a  landlord.  NBC,  says  Schulman, 
is  a  good  buy  most  nights  of  the  week, 
i  but  again,  only  the  number  one  or 
number  two  shows. 

Outside  of  prime  time,  the  news  is 
even  more  dismal.  The  Saturday 
morning  cartoon  time  slot,  for  in- 
stance, generates  about  $150  million 
a  year  for  the  three  net- 
works. Yet  the  new  people 
meters  Nielsen  now  uses 
exclusively  for  its  national 
sample  show  that  a  mini- 
mum of  20%  fewer  kids 
ages  2  to  11  are  watching 
the  tube  than  the  three  net- 
works promised  and  sold. 
ABC  appears  to  be  suffering 
the  most:  Its  Saturday 
morning  ratings  are  down 
40%  for  a  lineup  that  in- 
cludes Care  Bears  Family, 
Clowns  ofHappytown  and  My 
Pet  Monster.  ABC  fumes  that 
its  ratings  are  down  be- 
cause 2-year-olds  don't 
know  how  to  work  people 
meters,  but  Nielsen's  fol- 
low-up telephone  surveys 
are  supporting  what  the 
meters  say.  Comments 
A.C.  Nielsen  Senior  Vice 
President  John  Dimling: 
'"The  Saturday  morning  rat- 
ings are  a  very  emotional 
issue  for  everybody.  A  lot  of 
•  money  is  at  stake." 

All  of  this  is  certain  to 
I  have  severe  financial  conse- 
quences for  the  networks. 
|  This  year's  record  prices  for 
|  commercial  time  were  the 


result  of  two  developments.  First,  of 
course,  was  higher  demand.  There 
were  too  many  sponsors  clamoring  for 
time  on  too  few  hit  shows.  Second 
was  lower  supply.  This  is  also  a  year 
of  Olympics  and  political  conven- 
tions. The  conventions  take  up  a  lot 
of  network  time  but  deliver  poor  rat- 
ings. The  Olympics  deliver  good  rat- 


William  Estys  Tom  Winner 

"I'm  reconsidering  all  the  old  notions. 


ings  for  one  network  (ABC  for  Fe- 
bruary's winter  games,  NBC  for  the 
summer  olympiad)  but  destroy  the 
ratings  at  the  other  two  networks.  So 
advertisers  paid  up  for  the  relatively 
small  number  of  available  rating 
points. 

With  all  this,  it  is  unlikely  that  next 
season  the  networks  will  be  able  to 
command  20%  cost-per- 
thousand  increases  in  ad 
rates.  Last  year  the  increase 
was  10%.  But  more  than 
that,  a  lot  of  media  direc- 
tors and  their  clients  have 
begun  looking  at  alterna- 
tives, such  as  buying  more 
time  on  syndicated  shows 
or  cable  television  net- 
works, or  buying  cable 
shows  in  groups  to  maxi- 
mize their  audience. 

"A  lot  of  people  say  the 
only  way  you  can  get  a 
broad  campaign  with  speed 
is  with  network  TV,"  says 
Tom  Winner,  executive 
vice  president/media  direc- 
tor at  the  William  Esty  Co. 
"But  a  highly  rated  syndi- 
cated show  such  as  Wheel  of 
Fortune  generates  a  16  rat- 
ing. Buy  six  cable  networks 
at  the  same  time,  and  you 
deliver  a  number  which  is 
close  to  network  ratings. 
Maybe  you  question 
whether  you  need  broad  au- 
diences and  wouldn't  be 
better  served  by  targeting 
smaller,  more  specific 
groups.  I'm  reconsidering 
all  the  old  notions."— J.A.T. 
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PANHANDLE  EASTERN  CORPORATION 


V 


% 


Truiikli 


Underground  Storage  Fields 
hange  Points 


<r 


ooking  to  the  New  Decade 


Panhandle  Eastern  is  natural  gas  transportation 
from  the  Rockies  to  the  Midwest  and  almost  every- 
where else  through  interconnections  with  21  other 
interstate  systems. 


Panhandle  Eastern  meets  the  needs  of  producers, 
brokers,  marketers,  local  utilities  and  consumers  with 
competitive  transport  rates,  efficient  operation  and  reli- 
able service. 

Panhandle  Eastern  sets  expansion  for  the  1990s.  The 
pending  interconnect  with  the  Northern  Border  system  will 
bring  the  vast  gas  resources  of  Canada  to  Midwest  markets 
through  our  pipelines. 

Panhandle  Eastern  will  be  leaner  in  the  new  decade  with  the 
benefits  of  consolidation  and  downsizing  being  completed  in  1988. 

The  pipelines  of  Panhandle  Eastern  will  be  among  the  most 
modern  and  cost-effective  in  the  next  decade  when  the  current 
$175  million  computer  automation  program  is  completed  and 
operating. 


The  pipelines  of  Panhandle  Eastern  are  your  best  connection  for 
natural  gas.  For  additional  information,  call  713/669-3956. 


PANHANDLE  EASTERN  CORPORATION 

Panhandle  Eastern  Pipe  Line  Company 
Trunkline  Gas  Company 

Houston,  Texas 


The  Money  Men 


For  a  lot  of  investors,  equipment  leasing  is 
a  tax  maneuver.  For  Grover  Connell,  it's  a 
hedge  against  inflation. 

A  new  way  to 
beat  inflation 


By  Ralph  King  Jr. 


Grover  Connell  made  a  lot  of 
money  running  and  building 
up  a  food  brokerage  business 
founded  by  his  father  in  1926.  His 
firm,  Connell  Rice  &  Sugar  Co.,  now 
handles  much  of  the  U.S.  govern- 
ment's foreign-aid  rice  crop  and  a 
good  deal  of  the  rice  used  to  brew 
Budweiser. 

To  preserve  that  fortune,  he  ven- 
tured 13  years  ago  into  an  altogether 
unrelated  business:  leasing.  One  of 
his  goals  was  to  shelter  the  income 
from  taxes.  And  now,  at  69,  he's  well 
on  his  way  to  making  a  bigger  fortune 
with  his  leasing  of  railcars,  aircraft 
and  office  buildings  than  he  ever  had 
in  commodity  trading.  Leasing  is  not 
a  glamorous  business,  but  it  can  be 
highly  profitable  if  you  know  how  to 
play  it.  In  his  quiet  way,  Connell  is 
now  worth  $350  million. 

Connell  will  lease  a  power  plant  to 
an  electric  utility  short  of  cash,  or 
executive  jets  to  a  public  firm  that 
doesn't  want  to  admit  to  owning  any, 
or  even  provide  locomotives  to  a  rail- 
road that  wants  to  get  around  union 
manning  rules.  He  leases  hopper  cars, 
shipping  containers,  headquarters 
buildings,  coal  barges  and  airplanes. 

Didn't  tax  reform  kill  leasing'  "I'd 
prefer  the  old  tax  law,"  Connell  said 
.is  1987  drew  to  a  close,  but  "this  is 
our  best  yeai  vet,  $600  million"  of 
business  property.  On  roughly  80%  of 
his  leasing  deals  so  far  he  was  merely 
broker,  not  lessor.  But  his  portfolio  of 
owned  equipment  and  buildings  tops 
$600  million  a  sum  that  puts  Con- 
nell's  leasing  operation  well  ahead  of 
most  private  firms  and  makes  it  a 
serious  competitor  to  such  publicly 


owned  leasing  heavyweights  as  Gen- 
eral Electric  and  Citicorp. 

Despite  a  net  worth  that  places  him 
among  The  Forbes  Four  Hundred, 
Connell's  only  indulgence  appears  to 
be  his  bright  red  1985  Cadillac  Eldor- 
ado. He  lives  in  an  unadorned  ranch- 
style  house  and  sent  his  kids — two  of 
whom  now  work  for  him — to  public 
schools.  His  office  in  Westfield,  NJ.  is 
almost  defiantly  nondescript — rows 
of  metal  desks,  worn  green  carpet  and 
harsh  fluorescent  light.  Connell  him- 
self is  a  slight,  gray-haired  man  in 


Karen  Hal 


Grover  Connell 

Cautious  cleverness,  not  flash. 


short  sleeves  who  now  and  then 
emerges  from  a  corner  cubicle  tc 
punch  up  commodity  quotes.  Flashi 
ness  is  not  his  style.  A  cautious  clev 
erness  is. 

The  leasing  business  is  highly  le 
veraged,  involving  lots  of  borrowec 
money,  but  it's  not  risky  the  way 
Connell  plays  it.  He  leases  only  tc 
corporate  clients  with  sturdy  balance 
sheets  and  handles  gear  with  no  risk 
of  rapid  obsolescence.  He  takes  his 
profit  in  the  form  of  an  equity  interesi 
in  the  equipment  at  the  tail  end  of 
lease.  By  then,  the  piece  of  equipmeni 
is  fully  paid  for,  but  its  useful  life  is 
hardly  over. 

Here's  one  such  deal:  In  1982  Con 
nell  bought  550  coal  cars  for  $40,001 
apiece.  Connell  put  up  40%  and  bor 
rowed  the  other  $24,000  on  each  cai 
at  17%.  Annual  rent,  from  a  well 
known  railroad,  is  $6,400  per  cai 
through  1987  and  then  shifts  down  tc 
$3,840  by  1994.  The  user  pays  proper 
ty  taxes,  maintenance  and  insurance 
Rentals  are  enough  to  cover  debt  ser 
vice  fully  through  mid-1988,  when 
the  debt  will  be  retired.  After  that  thi 
rent  goes  straight  into  Grover  Con- 
nell's pocket. 

Conservatively  assuming  that  each 
used  hopper  in  1995  will  be  worth 
$2,000,  Connell  forecasts  his  annua 
return  over  the  13  years  at  1 1 .9%  a  year 
before  taxes.  Chances  are  the  residua 
value  will  be  more  like  $8,000,  with  j 
possible  lift  from  inflation  driving  hi 
return  higher.  And,  thanks  to  the  10% 
investment  tax  credit  (since  repealed 
and  depreciation,  his  aftertax  return— 
which  is  what  leasing  is  all  about — wil 
hit  13.6%. 

If  the  returns  are  so  good,  why 
didn't  the  railroad  buy  the  cars  itself? 
Because  it  was  paying  next  to  no  fed 
eral  income  taxes  in  the  early  1980s, 
notwithstanding  profits  that  were 
(and  are)  very  healthy.  As  owner-usery 
that  is,  it  would  have  lost  the  taxi 
benefits. 

Smaller  fry  attempt  to  emulate  thi 
kind  of  leasing  all  the  time,  by  buyinj 
into  partnerships.  They  rarely  match 
Connell's  returns.  Take  National 
Lease  Income  Fund  I,  a  $30  million 
(equity)  partnership  formed  by  Inte 
grated  Resources  in  1982.  It  pur; 
chased  computer  equipment  an 
leased  it  out  to  corporations  for  term 
of  three  years  or  more.  A  quarter  o: 
the  equipment  was  Storage  Technol 
ogy  Corp.  disk  drives,  sold  at  distres: 
prices  after  the  initial  leases  were  u 
because  Storage  was  in  Chapter  11 
Forbes  estimates  that  if  the  fun 
were  liquidated  today  and  its  remain 
ing  assets  sold  at  their  original  cosi 
(they  would  likely  fetch  far  less), 
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nvestor  would  realize  an  annual  re- 
:urn  of  5.9%  pretax,  or  just  2.1% 
aftertax. 

Why  so  low?  In  a  word,  fees.  As  of 
September  1986  the  promoters  had 
taken  out  nearly  $7  million  worth  of 
anderwriting  charges,  partnership 
management  fees  and  the  like.  Al- 
ready, that's  23%  of  the  investors' 
equity.  For  Connell,  costs,  such  as 
legal  and  filing  fees,  came  to  3.8%  of 
the  $8.8  million  equity  in  his  coal  car 
deal.  Clearly,  this  is  a  business  where 
you  need  a  sharp  pencil. 

The  tougher  minimum  tax  enacted 
in  1986  will  cost  Connell  money.  But 
it  won't  hit  him  as  hard  as  some  of  his 
publicly  traded  competitors.  One  of 
the  provisions  taxes  companies  on  the 
difference  between  income  reported 

:to  shareholders  and  income  reported 
to  the  IRS.  Most  public  companies 

'depreciate  their  equipment  more 
slowly  on  their  shareholder  books 
than  on  their  tax  books.  That  boosts 
reported  income — at  a  price.  Connell, 
needing  to  impress  no  shareholder 
other  than  himself,  depreciates  as  fast 
as  he  can  on  his  internal  books.  He 
probably  won't  be  affected  by  this  part 
of  the  minimum  tax  law. 
Anyhow,  tax-saving  is  only  part  of 

1  the  game  Connell  plays.  He  is  count- 

iing  on  a  continuation  of  long-term 
inflation  to  keep  his  residual  values 
climbing.   Connell  expects  a  major 

i  downturn  this  year  or  in  1989,  but 
after  that  he  expects  inflation  to  roar 
ahead.  Because  of  this  belief,  he  wants 

!  to  own  only  hard  assets  and  holds  not 
a  single  share  of  publicly  traded  stock, 

!  and  no  long-term  bonds.  Indeed,  he's  a 
big  borrower,  financing  typically  60% 

■  of  an  equipment  purchase.  But  again, 
because  the  collateral  is  solid,  his  risk 
is  limited. 
His  policy:  "We  want  to  go  into  the 

:  recession  with  cash  and  minimal 
debt,  and  come  out  the  other  side 
with  assets."  To  get  the  economy 
moving  again,  he  explains,  the  U.S. 
"will  have  to  modernize,  to  get  back 
to  the  old  standards  of  productivity. 
That  will  require  the  government  to 
stimulate  business  investment,  and 
that's  going  to  bring  back  inflation." 
How  confident  he  is  of  the  long- 
term  trend  toward  higher  prices  was 
evident  in  a  1986  deal — done  at  a  time 
when  inflation  seemed  quiescent.  He 
arranged  a  $40  million  sale-leaseback 
on  the  headquarters  of  a  western  utili- 
ty. His  profit  is  a  share  in  the  residual 
value  at  the  end  of  the  building's  25- 
year  lease.  In  25  years,  Connell  will  be 
94  years  old.  What  does  he  stand  to 
gain?  "The  timing  is  not  of  great  sig- 
nificance. I  have  my  children  and 
grandchildren  to  think  about."  ■ 
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Stakeholders 


We  believe  in  building 
mutually  beneficial  and 
enduring  relationships 
with  all  of  our 
stakeholders,  based  on 
conducting  business 
activities  with  integrity 
and  respect. 


NCR's  Mission:  Create  Value  for  Our  Stakeholders 


Customers 


NCR 


/e  take  customer 
satisfaction  personally: 
we  are  committed  to 
providing  superior 
value  in  our  products 
and  services  on  a 
continuing  basis. 


NCR's  Mission:  Create  Value  for  Our  Stakeholders 
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The  Funds 


Would  a  plastic  surgeon,  a  broker  and  a 
building  supplies  distributor  know  how  to 
run  a  fund?  They're  not  doing  badly. 


After  hours 


By  Laura  R.  Walbert 


DOCTORS  ARE  SUPPOSED  tO  be 
terrible  investors.  But  don't 
tell  that  to  Gerald  Acker,  a 
plastic  surgeon  who  runs  two  mutual 
funds  out  of  his  Roslyn,  N.Y.  medical 
office,  with  the  help  of  two  other 
moonlighters.  Acker  Capital  Partner- 
ship, with  all  of  $7.2  million  under 
management,  is  no  Goldman,  Sachs. 
But  despite  the  eccentricities,  the 
funds  follow  an  investing  rule  that 
most  individual  investors  could  profit 
from:  sticking  to  what  you  know. 
They  capitalize  on  Acker's  familiarity 


with  health  care  companies. 

In  this  partnership  Acker,  47,  is  the 
unabashedly  self-confident  tactician 
and  stock  picker.  He  says  he  can  read 
2,000  words  a  minute  and  has  a  photo- 
graphic memory,  valuable  skills,  no 
doubt,  for  someone  who  has  to  fit  his 
investment  analysis  between  face- 
lifts and  nose  jobs.  His  broker  friend, 
Melvyn  Colby,  44,  is  the  strategist 
and  market  timer — when  he's  not 
holding  a  full-time  job  as  a  customer's 
man  at  Shearson  Lehman.  Colby's 
timing  has  been  on  the  mark  of  late. 
The  funds  were  about  90%  in  cash 
just  before  the  October  crash. 


Acker  (  apital  Pat  met  s&#>  's  Melvyn  Colby,  ( lerald  Acker  and  David  Berlin 
Maybe  doctors  do  know  something  about  investing — in  drug  stocks. 


Helping  out  as  economic  consult 
tant,  although  not  a  partner,  is  Davie 
Berlin,  33.  He's  not  well  known  as 
economist.  That  could  be  because  his 
9-to-5  job  is  wholesaling  medicine 
cabinets,  range  hoods  and  patio  doors 
at  Select  Building  Supply,  Inc.,  in 
nearby  Long  Island  town.  But  this 
gives  him  a  special  vantage  on  the 
economy,  he  says.  "I  speak  to  people;' 
in  all  phases  of  the  building  industry.  .1 
have  a  very  diverse  product  line.  Sc 
Mel  will  call  me  and  ask,  'What's  hap- 
pening? What  do  you  find?'  " 

If  it  all  smacks  a  bit  of  Amateui; 
Hour,  the  three  haven't  done  too  bad- 
ly for  their  investors.  The  older  fund 
with  $3.5  million,  has  given  investors1 
an  average  annual  return  of  23%  since 
its  inception  in  February  1982,i 
against  the  market's  16.8%.  The  oth-; 
er  fund  has  averaged  19%  since  its) 
August  1983  inception. 

So  what  does  Acker  get  out  of  his 
reading — which  includes  40  trade 
journals  a  month  and  "every  word  oi) 
the  New  York  Times  and  the  Wall  Street 
Journal"'1.  The  funds  shorted  Upjor 
just  before  the  crash,  after  the  com-j 
pany's  antihypertensive  drug,  minoxi-i 
dil,  got  rave  reviews  for  its  supposec 
antibaldness  powers.  The  chemical,! 
says  Acker,  causes  modest  haiB 
growth  the  way  that  other  garden-j 
variety  skin  stimulants  do.  The  funds 
rode  the  stock  down  from  43  to  2SXA.\ 
The  funds  made  money  in  nursing 
home  stocks,  then  exited  two  years 
ago  after  reasoning,  quite  accurately,! 
that  most  public  operators  (with  the 
exception  of  Manor  Care)  were  toe 
dependent  on  federa 
health  programs,  vulner-i 
able  in  an  era  of  deficits.! 
An  Acker  friend  whe 
owned  private  hospitals 
and  nursing  homes  lee 
to  this  insight. 

Medical  journal  artii 
cles  led  Acker  into  Car-] 
ter-Wallace  three  years 
ago  at  a  split-adjustec 
18.  Carter- Wallace  was 
testing  a  heart  drug  at 
the  time.  Carter  alsc 
makes  Trojans,  which  is 
what  sent  the  stock  over 
70  after  the  news  maga-l 
zines  discovered  AIDS. 
Acker  sold  the  stocl 
when  he  realized  the, 
condoms  were  adding 
only  30  cents  to  40  cents 
a  share  to  earnings. 

Acker  Capital  has  ar 
unconventional  ap- 

proach to  stock-picking 
One  time  Colby  anc 
Acker    took    an    afterH 


\nhur  Sirdofclfl 
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ours  drive  around  the  parking  lot  of 
Jgorex,  an  o-t-c  software  company  in 

earby  Syosset,  to  see  how  many  peo- 

le  were  working  late.  (They  made 
00%  on  that  stock.)  Neither  man 
alks  to  analysts,  and  they  also  stay 
way  from  a  company's  management, 
'hey  still  remember  hearing  a  con- 

incing  line  in  the  early  1970s  from 
he  managers  of  a  modular  housing 
ompany.  "We  got  the  biggest  mas- 
age,"  says  Colby.  Acker  and  Colby 
ach  lost  $10,000  to  $15,000.  Six 
tionths  later  the  company  went 
iankrupt. 

A  certain  built-in  conservatism 
omes  from  Colby's  role  as  staff  pessi- 
nist.  Says  Acker,  "My  job  is  to  do  the 
esearch  and  convince  my  Cassandra 
hat  something  is  a  useful  invest- 
aent.  I  also  have  to  convince  him 
hat  the  sun  will  rise  tomorrow." 

Current  outlook?  Bearish.  The 
unds  are  still  about  95%  in  cash.  But 
vhen  the  time  to  buy  comes,  Acker's 
!  ticks  will  include  plenty  of  biotech- 
'lology  and  pharmaceutical  firms.  For 
i  nstance,  Home  Office  Reference  Lab- 
iratory  does  AIDS  testing  for  insur- 
mce  companies.  Acker  also  likes  Am- 
l;en  and  Genetics  Institute.  Both  are 
vorking  on  a  nontoxic  drug  that  stim- 
llates  production  of  red  blood  cells — 
>articularly  important  for  some  AIDS 
>  >atients  being  treated  with  AZT — and 
Genetics  Institute  has  a  blood  clot 
lissolver  to  compete  with  Genen- 
ech's.  Acker  figures  each  company 
us  half  its  stock  price  in  cash. 

Don't  look  for  Acker  Capital  in  the 
newspaper  listings.  To  skirt  the  cum- 
)ersome  rules  for  an  SEC  registration, 
Acker  and  Colby  have  limited  their 
unds  to  a  total  of  only  120  or  so 
'sophisticated"  investors.  The  pri- 
/ate  status  also  permits  them  to  take 
:heir  management  fee  in  the  form  of 
")%  of  gains— all  of  $52,000  in  fees 
;ach  last  year.  Enough  to  pay  for  Ack- 
er's Porsche  or  Colby's  Corvette. 

The  performance  fee,  plus  over- 
lead,  brought  the  expense  ratio  in 
1986  to  2.5%  of  average  assets — high 
next  to  a  Fidelity  or  Dreyfus  fund  but 
:heap  for  a  hedge  fund.  For  that  fee 
:hents  at  least  get  service.  Investors 
receive  newsletters  monthly;  some 
investors  receive  a  report  of  every 
trade  the  fund  makes.  Everyone  gets 
into  the  act.  The  funds'  accountant 
pnce  called  in  a  tip  on  a  health  care 
stock  after  a  chat  with  his  druggist. 

Can  people  with  other  jobs  be  suc- 
cessful investors?.  Sure.  Luck,  after 
ill,  plays  a  big  role  in  investing.  But  it 
improves  the  odds  to  focus  on  stocks 
about  which  the  investor  has  a  chance 
}f  knowing  something  the  average  an- 
alyst doesn't.  ■ 
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Employ 


NCR 


We  respect  the 
individuality  of  each 
employee  and  foster  an 
environment  in  which 
employees'  creativity 
and  productivity  are 
encouraged,  recognized, 
valued  and  rewarded. 


NCR's  Mission:  Create  Value  for  Our  Stakeholders 


Shareholders 


NCR 


We  are  dedicated 
to  creating  value  for 
our  shareholders  and 
financial  communities  by 
performing  in  a  manner 
that  will  enhance  returns 
on  investments. 


NCR's  Mission:  Create  Value  for  Our  Stakeholders 
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On  the  Docket 


By  Deirdre  Fanning 


Baltimore's  city  council  may  well  have 
overstepped  the  Constitution  when  it  or- 
dered its  municipal  pension  fund  to  divest 
itself  of  South  African  stocks. 


City  limits 


Say  you  are  a  municipal  ei 
ployee  participating  in  the  ci 
pension  fund.  The  fund  invesi 
in  the  securities  of  various  comr. 
nies,  one  of  which  is  run  by  a  politic 
opponent  of  the  mayor.  One  day  t 
city  council  announces  that  it  h 
passed  an  ordinance  calling  for  t 
fund  to  divest  itself  of  all  stock  in  t| 
company.  It  seems  the  council,  egg 
on  by  the  mayor,  wants  to  expre 
"moral  outrage"  at  the  political  t 
liefs  of  the  company's  chairman. 

That  hasn't  happened  yet,  but  | 
could  one  day  if  the  trend  to  legisla, 
investment  policy  for  pension  fun 
continues.  A  Maryland  state  cou 
acting  on  a  1986  suit  by  the  trustees 
the  Baltimore  municipal  pensit 
funds  against  the  city  council  ai 
mayor,  upheld  as  constitutional  a  1 
cal  ordinance  passed  in  June  1986  c 
recting  the  divestiture  by  the  munic 
pal  pension  funds  of  all  companies 
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:s  portfolio  doing  business  with 
-  outh  Africa.  The  case  is  now  await- 
;  lg  review  from  the  Maryland  Court 
:  f  Appeals.  The  outcome  could  influ- 
' '  nee  divestiture  actions  everywhere. 
"N  The  14th  Amendment  prohibits  the 
*  eprivation  of  life,  liberty  or  property 
/ithout  due  process.  In  the  case  of  the 
:  .altimore  municipal  pension  funds, 
i  he  circuit  court  judge  ruled  that  di- 
'-'  estment  of  the  funds'  South  African 
I  tock  would  cause  no  financial  disad- 
'  '■  antage  to  the  beneficiaries,  and  so 
I  lid  not  violate  any  contract  right.  In 
ffect,  he  found  that  the  funds'  partic- 
;  i  pants  had  received  due  process. 

But  that  is  simplistic.  How  can  any 
-i  ourt  know  whether  a  fund's  benefi- 
-r  iaries  have  suffered  or  not?  After  all, 
-nany  current  contributors  to  funds 
'ilon't  become  fully  entitled  to  bene- 
fits for  many  years,  and  no  analysis 
:an  accurately  predict  the  future  per- 
■tormance  of  stocks.  In  short,  for  a 
'und  to  be  banned  from  investing  in 
certain  types  of  otherwise  attractive 
tocks   solely   on   political    grounds 
nay  be  to  doom  it  to  lag  the  market 
or  the  foreseeable  future.  It  may  thus 
)e  depriving  people  of  property  rights 
ind   so   in    violation    of    the    14th 
Amendment,    if    not    the    contract 
:lause  of  the  Constitution. 

Moreover,  constitutional  case  law 
las  long  held  that  local  government 
las  no  role  in  formulating  and  imple- 
nenting  foreign  policy.  Indeed,  the 
ederal  government  in  1986  passed  a 
similar — albeit  more  lenient — dives- 
:iture  law  prohibiting  new  invest- 
nent  in  South  Africa  but  allowing  the 
:ontinuance  of  existing  investments. 
Thus,  any  local  laws  regarding  apart- 
leid  must  avoid  going  beyond  the  fed- 
eral divestiture  law,  or  they  risk  su- 
perseding national  foreign  policy. 

In  the  bigger  picture,  therefore, 
what's  going  on  in  Maryland  is  not 
about  apartheid  at  all,  but  about  the 
units  to  local  government  power. 
'We  [the  city]  are  making  a  social 
investment  with  the  pension  plan 
money,"  says  H.  Russell  Frisby  Jr.,  an 
attorney  for  the  Baltimore  city  coun- 
cil and  mayor.  Maybe,  but  the  city  is 
playing  with  ordinary  people's  pen- 
sions for  political  purposes. 

If  individuals  want  to  make  them- 
selves feel  good  by  making  underper- 
forming  but  "socially  conscious"  in- 
■vestments  with  their  own  funds,  they 
have  every  right  to  do  so.  If  it  costs 
them,  well,  presumably  they  are  will- 
ing to  pay  the  price.  But  is  it  fair  to 
force  pensioners  to  shoulder  the  risks 
of  using  their  money  to  further  a  set  of 
political  objectives,  no  matter  how 
praiseworthy?  Indeed,  is  it  constitu- 
tional to  do  so?  ■ 
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NCR 


We  think  of  our  suppliers 
as  partners  who  share  our 
goal  of  achieving  the 
highest  quality  standards 
and  the  most  consistent 
level  of  service. 


NCR's  Mission:  Create  Value  for  Our  Stakeholders 


Communities 


NCR 


We  are  committed  to 
being  caring  and 
supportive  corporate 
citizens  within  the 
worldwide  communities 
in  which  we  operate. 


NCR's  Mission:  Create  Value  for  Our  Stakeholders 
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Science  &  Technology 


Edited  by  Gary  Slutsker 


Very  few  new  technologies  gain  instant 
acceptance  in  the  marketplace.  That's  the 
painful  lesson  for  manufacturers  of  galli- 
um arsenide  semiconductor  chips. 

Silicon  Valley  1, 
Gallium  Gulch  0 


By  Kathleen  K.  Wiegner 

Some  300  miles  south  of  sprawling 
Silicon  Valley,  tucked  away  in  the 
northwest  corner  of  Los  Angeles,  lieq 
another  high-tech  enclave — Galliur 
Gulch,  where  companies  are  making 
semiconductors  from  chips  made  of  i 
compound   called  gallium  arsenide  I 
While  Silicon  Valley  teems  with  comf 
panies  that  have  made  their  founder^ 
rich,  the  residents  of  Gallium  Gulcr. 
are  still  struggling  to  make  a  dime.  As) 
the  local  joke  goes,  gallium  arsenide  is 
the  technology  of  the  future — and  al- 
ways will  be. 

Five  years  ago  market  analysts  werq 
confidently  predicting  that  gallium! 
arsenide  integrated  circuit  chipsj 
would  be  at  least  a  $2  billion  business 
by  1990,  replacing  silicon  as  the  mate-j 
rial  of  choice  for  high-performance 
semiconductor  circuits.  Gallium  arse-l 
nide  chips  were  going  to  replace  theiij 
silicon  counterparts  in  everything 
from  computers  to  telephone  switch-) 
es  to  satellites,  making  billions  foi 
investors  in  the  process.  Venture  capi-) 
talists  have  poured  well  over  S30C 
million  into  gallium  arsenide  startups 
in  the  last  two  years  alone.  And  com-| 
panies  from  Texas  Instruments,  IBJ 
and  Hewlett-Packard  in  the  U.S.  tc 
Fujitsu  and  NEC  in  Japan  have  galli-| 
um  arsenide  chip  operations. 

Alas,  sales  of  GaAs  integrated  cir-l 
cuits  were  less  than  $200  million  lastf 
year.  Now  the  analysts  are  chopping 
their  original  estimates  in  half,  to  $l| 
billion.  "It's  too  bad  those  market 
studies  done  in  the  early  1980s  didn't 
come  with  a  guarantee,"  says  Richard 
Eden,  48,  an  engineer  who  left  Rock-) 
well  in  1981  to  help  found  GigaBitJ 
Logic,  Inc.,  the  oldest  and  biggest  ofj 
the  two  dozen  or  so  startups  focusing 
on  gallium  arsenide.  After  virtually 
running  out  of  money  in  early  198(i 
and  then  spending  a  frantic  year  and  i 
half  searching  for  cash  to  stay  afloat,| 
GigaBit  now  appears  to  be  here  tc 
stay,  although  in  a  much  less  ambi-| 
tious  form.  The  reality  is  that  galliur 


Gallium  arsenide  wafer  made  by  TriQuint.  magnified  75  6  times 
Five  times  the  speed  at  twice  the  cost. 


Worker  in  gallium  arsenide  chip  foundr\\ 
From  missiles  to  supercomputers. 


no 
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We  call  it  the  "pound"  button. 
Vncl  it  helps  you  make  lots  of  calls 
ast  when  you  use  your  AT&T  Card. 

Here's  how  it  works: 

For  your  first  long  distance  call, 
dial  "0"  plus  the  area  code  and 
number  you're  calling,*  then  your 
Card  number  after  the  tone.  Now 
you're  into  the  AT&T  Network. 

When  you  complete  that  call, 
don't  hang  up.  Just  press  the  pound 
button  (or  the  "New  Call"  button  on 
AT&T  Public  Phones).  Now  enter 
your  next  area  code  and  number. 
After  that  call,  press  the  pound  but- 
ton again  for  your  next  long  distance 
call.  And  so  on. 

You  never  have  to  redial  your 
14-digit  AT&T  Card  number. 

You'll  find  that  when  you're 
making  a  lot  of  calls,  one  button  is 
better  than  14,  even7  time! 

Extend  your  reach.  Order  your 
free  AT&T  Card  todav 


1  800  CALLATT, 
Ext.  4556 


'Dialing  instructions  apply 

to  phones  that  have  AT&T  as  their 

Dial  1  long  distance  carrier. 


AT&T 

The  right  choice. 
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arsenide  will  account  for  only  a  small 
segment  of  the  total  semiconductor 
market,  worth  $32  billion  last  year. 

What  led  to  the  overblown  expecta- 
tions? Mostly  some  solid  technology. 
Because  of  gallium  arsenide's  molecu- 
lar structure,  electrons  can  zip 
through  a  GaAs  chip  at  roughly  five  to 
six  times  the  speed  of  electrons  pass- 
ing through  silicon.  Gallium  arsenide 
chips  can  also  carry  electrical  signals 
at  higher  frequencies,  using  a  fraction 
of  the  power  required  by  silicon  chips. 
That's  a  plus  in  microwave  and  fiber- 
optic communications  and  space 
equipment  like  satellites.  GaAs  chips 
can  also  operate  at  higher  tempera- 
tures than  silicon  and  are  more  radia- 
tion-resistant, which  makes  them 
ideal  for  military  and  space  gear. 

The  problem?  In  part,  gallium  arse- 
nide is  more  difficult  to  work  with 
than  silicon.  And  because  the  tech- 
nology is  new,  engineers  cannot  yet 
cram  anywhere  near  as 
many  electronic  compo- 
nents onto  a  single  GaAs 
chip  as  they  can  using  sili- 
con. Another  problem: 
Since  volumes  are  so  small 
in  gallium  arsenide,  the 
cost  is  often  1  Vi  to  2  times 
more  than  an  equivalent 
silicon  chip. 

Because  of  its  light-emit- 
ting properties,  gallium  ar- 
senide has  its  advantages 
when  it  comes  to  single 
transistor  chips  known  as 
discrete  optoelectronic 

semiconductors.  These 
make  up  a  distinct  $2-bil- 
lion-a-year  business  for 
companies  like  AT&T, 
Hewlett-Packard,  Hon- 
eywell and  a  slew  of  Japa- 
nese turns  that  use  the 
compound  to  make  every- 
thing from  red  light-emit- 
ting diodes  for  stereo  sys- 
tems to  laser  readers  for 
compact  disk  players. 

But  the  biR  money  is  in 
mote  complex  integrated 
circuits,  chips  on  which 
thousands  of  electronic 
iponcnts  are  etched  on 
different  layers.  That's  the 
goal  for  several  dozen  start- 
ups like  GigaBit  Logic 

Inspired  by  visions  ot  be- 
■  iing.  the  next  Intel, 
:.iBit   tried   to  convince 


commercial  customers  like  computer 
makers  and  instrument  companies  to 
use  gallium  arsenide  instead  of  sili- 
con. But  GigaBit  vastly  underestimat- 
ed the  odds  against  convincing  cus- 
tomers to  use  the  chips.  "We  would 
go  into  a  company  and  talk  to  the 
engineers,  and  they  were  wildly  opti- 
mistic about  how  many  chips  they 
were  going  to  buy,"  recalls  GigaBit 
Logic  cofounder  Eden.  "But  in  any 
organization  there  also  are  the  old 
coots.  They  would  look  at  the  cost 
and  the  problems  of  integrating  our 
circuits  into  their  systems,  and  even- 
tually everything  would  get  a  bit  more 
down  to  earth." 

GigaBit's  sales  have  actually  dou- 
bled every  year  since  1984,  but  ex- 
penses grew  faster,  as  GigaBit  kept 
investing  to  keep  up  with  an  industry 
growth  rate  that  never  materialized. 
"Costs  had  to  be  made  consistent 
with  our  realistic  expectation  for  rev- 
enues," says  John  Heightley,  51,  a  vet- 
eran Bell  Labs  engineer  brought  in  to 
cut  expenses  and  raise  cash.  Height- 
ley  laid  off  25%  of  GigaBit's  employ- 
ees and  sublet  a  large  chunk  of  its 
second  building  to  a  biotechnology 


Alan  Levenson 


GigaBit  Logk  's  John  Heightley 

The  market  studies  didn't  come  with  guarantees. 


firm.  He  then  convinced  customers 
like  Digital  Equipment  Corp.  and 
Cray  Research  to  invest.  Cray,  which 
plans  to  use  GaAs  chips  in  its  forth- 
coming Cray-3  supercomputer,  is  cur- 
rently GigaBit's  largest  customer. 

Not  surprisingly,  the  commercial 
market  is  developing  more  slowly 
than  anyone  had  expected.  Some  70% 
of  GaAs  integrated  circuits  now  go  to 
the  military,  which  is  willing  to  pay 
for  the  sheer  speed  and  resistance  to 
radiation,  for  use  in  electronic  warfare 
systems,  satellite  communications 
and  missile  guidance  systems. 

Far  from  being  seen  as  an  eventual 
substitute  for  silicon,  gallium  arse- 
nide is  now  viewed  as  strictly  a  spe- 
cialty market  within  the  overall  semi- 
conductor business.  In  telecommuni- 
cations, gallium  arsenide  chips  are 
being  used  to  increase  the  number  of 
signals  that  can  be  passed  through  the 
fiber-optic  lines.  And  gallium  arse- 
nide chips  must  be  tested  by  special 
gallium  arsenide  instruments. 

To  compete  with  Silicon  Valley, 
Gallium  Gulch  is  focusing.  Vitesse 
Semiconductor  has  agreed  to  take  cer- 
tain microprocessor,  controller  and 
signal-processing  silicon 
chips  from  Advanced  Micro 
Devices  and  implement 
them  in  gallium  arsenide. 
Microwave  Monolithics, 
another  Gallium  Gulch 
company,  concentrates  on 
microwave  circuits.  Tri- 
Quint  Semiconductor,  a 
Beaverton,  Ore.  spinoff  of 
Tektronix,  makes  a  broad 
line  of  microwave  and  digi- 
tal integrated  circuits  for 
telecommunications,  in- 
struments and  the  military. 
Is  Silicon  Valley  worried 
about  being  overtaken  by 
Gallium  Gulch?  Not  hard- 
ly. Says  Gordon  Moore, 
chief  executive  of  Intel, 
which  has  only  a  small  re- 
search effort  directed  at  gal- 
lium arsenide:  "Long  term, 
gallium  arsenide  will  be 
probably  less  than  10%  of 
the  semiconductor  market. 
But  given  the  size  of  that 
market,  that's  still  very  sig- 
nificant." Nevertheless,  in 
the  coming  retrenchment, 
plenty  of  entrepreneurs  and 
their  investors  are  bound  to 
be  squeezed.  When  it 
comes  to  pioneering  new 
technology,  there  are  very 
few  overnight  successes,  no 
matter  what  the  market 
studies  may  predict. 
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Bringing  out  a  new  contraceptive  is  so 
costly  and  uncertain  that  most  big  drug 
companies  refuse  to  take  the  risk.  That  suits 
some  entrepreneurs  just  fine. 

Of  mice 
and  women 


By  Diana  Fong 
and  Claire  Poole 


Since  1983  half  a  million  women 
around  the  world  have  had 
their  Fallopian  tubes  pinched 
off  with  a  penny-size,  hinged  titani- 
um clip.  The  U.K.  company  that 
makes  the  contraceptive  device,  Fem- 
care  Ltd.,  wants  to  sell  its  so-called 
Filshie  clip  in  the  U.S.,  but  there's  a 
problem.  The  Food  &  Drug  Adminis- 
tration wants  Femcare  first  to  make 
some  teeny-weeny  Filshie  clips  and 
try  them  out  on  mice.  Says  Dr.  Mal- 
colm Potts,  president  of  Family 
Health  International,  a  North  Caroli- 
na research  facility,  in  the  understate- 
ment of  the  year,  "That's  a  total  lack 
of  biological  common  sense." 

Partly  because  the  FDA's  approval 
process  is  riddled  with  such  notions, 
partly  because  of  several  costly,  well- 
publicized  product  liability  settle- 
ments, most  big  pharmaceuticals  have 
sharply  cut  back  their  efforts  to  devel- 
op new  contraceptives.  But  where  big 
corporations  are  unwilling  to  take  on 
the  risk  of  a  new  product  that  could 
jeopardize  the  entire  company,  a  hand- 
ful of  entrepreneurs  are  welcoming  the 
opportunity  to  get  into  the  $  1 .5  billion 
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U.S.  birth  control  business. 

One  such  is  Roderick  Mackenzie, 
onetime  president  of  Johnson  &  John- 
son's Ortho  Pharmaceutical  division. 
In  1980  Mackenzie  quit  Ortho  to  con- 
sult for  medical  startups.  He  formed 
GynoPharma  to  market  gynecological 
ideas  already  being  developed.  Gyno- 
Pharma, based  in  Somerville,  N.J., 
plans  to  sell  a  copper  intrauterine  de- 
vice developed  by  the  Population 
Council,  an  international  research  or- 
ganization, and  approved  by  the  FDA 
in  1984.  Although  the  IUD  has  been 
on  the  market  in  Canada  and  29  other 
countries  since  1982,  it  lay  on  the 
shelf  in  the  U.S.  until  Mackenzie 
came  along. 

Why  was  the  device  not  brought  to 
market  promptly  on  FDA  approval? 
Because  of  the  risk  of  product  liability 
lawsuits  of  the  kind  that  forced  Dal- 
kon  Shield  maker  A.H.  Robins  to  file 
for  bankruptcy.  Big  companies  today 
aren't  keen  to  accept  that  kind  of  risk. 
A  little  company  like  GynoPharma  is 
different.  Mackenzie  explains:  "If 
you're  the  chairman  of  a  $10  billion 
company  and  your  $500  million  divi- 
sion causes  adverse  publicity,  it 
causes  damage  to  the  whole  corpora- 
tion. By  forming  a  small  company,  we 
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won't  have  other  divisions  to  detract 
from  in  the  event  of  a  lawsuit."  Mac- 
kenzie may  be  betting  his  company, 
but  at  least  he  can  estimate  the  risk. 

Other  entrepreneurs  are  scavenging   I 
the  world  for  new  products  to  bring  to   | 
the  U.S.  Thus,  Ovabloc  Inc.  in  Stam- 
ford,   Conn,   recently  began  human   L 
testing  in  the  U.S.  for  a  new  female 
sterilization  technique  that  has  al-   I 
ready  been  approved  in  the  Nether-   I 
lands.  Unlike  standard  sterilization,   jx 
which   requires    abdominal    surgery, 
Ovabloc  uses  a  routine  office  proce-   ' . 
dure  in  which  fast-setting  silicone  is 
injected    into    the    Fallopian    tubes,   ' 
forming  a  soft  plug.  Ovabloc,  which   ' 
went  public  last  year,  has  raised  a  tit 
total  of  $13  million  to  go  after  FDA   ... 
approval.  Right  now,  Ovabloc  has  no.  h. 
revenues  while  it  is  testing  its  pro- 
cedure, and  the  price  of  its  stock  ' 
unit  is  $3,  down  130%  from  its   B; 
1986  offering  price  of  $7. 
Gynex,  a  small  company  in  Deer- 
field,  111.,  is  taking  a  new  approach  to   j 
low-dosage  birth  control  pills — one 
of  the  few  remaining  markets  attrac-   ' 
tive  to  big  drug  companies.  While 
major  companies  are  simply  putting  i 
fewer  sex  hormones  in  pills,  Gynex  is  ,£• 
testing  a  new  chemical  that  delivers   . 
hormones  10  to  50  times  more  effi- 
ciently to  the  brain  than  conventional   ! 
pills.  The  Gynex  drug,  which  can  be  I 
administered  at  a  much  lower  dosa^; 
than  conventional  pills,  is  being  tested  ( 
on  women  in  Britain.  Since  Gynex 
went  public  last  year  at  $5.50  per  unit, 
it  still  has  no  sales,  and  its  unit  price  is 
down  to  about  $2. 

Meanwhile,  there  are  plenty  of 
shelved  ideas  like  the  copper  IUD 
waiting  for  someone  like  Mackenzie 
to  come  along.  There's  Norplant,  a 
contraceptive  that  works  by  inserting 
six  silicone-rubber  matchstick-size 
rods  into  a  woman's  arm.  Norplant 
diffuses  the  synthetic  hormone  pro- 
gestin into  the  bloodstream  and  can 
be  left  in  place  up  to  five  years.  The 
device  has  already  been  approved  in 
ten  countries  but  won't  come  under 
FDA  review  until  sometime  this  year. 
Will  entrepreneurs  and  their  inves- 
tors ever  make  money  in  the  contra- 
ceptive business?  Maybe.  Maybe  not. 
But  so  long  as  the  big  drug  companies 
stay  away  from  risky  new  technology, 
these  startups  may  be  the  only  source 
of  innovative  new  ideas  to  keep  this 
industry  competitive. 
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s  a  fairly  odd  phrase  — 

hen  you  realize  the  fu- 
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WHEN  YOU  REALIZE 

THE  FUTURE'S  BEHIND  YOU,  YOU  DON'T 

TAKE  YOUR  STEPS  LIGHTLY. 
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Santa  Catalina  is  only  22  miles  off  the 
coast  of  southern  California  but  it's  easy  to 
forget  it  is  in  the  same  century,  let  alone  the 
same  area  code,  as  Los  Angeles. 


Offshore  escape 


By  Ellen  Paris 


F|  unny  thing  about  islands.  Ei- 
ther they  get  hyperdeveloped 
(like,  say,  St.  Martin  and  Oahu), 
or,  if  they  are  tenaciously  held  by  in- 
dividuals or  institutions,  they  escape 


development  almost  completely  (like, 
say,  St.  John  in  the  U.S.  Virgin  Islands 
or  Gardiner's  Island  off  the  eastern  tip 
of  Long  Island). 

Thanks  to  the  Wrigley  family, 
whose  Chicago  Cubs  once  took  spring 
training  here,  Santa  Catalina  is  more 


scrub  brush,  cacti  and  desert  than  put) 
ting  greens,  patios  and  pools.  And  it'i 
likely  to  stay  that  way.  Today  86% 
the  island  is  owned  by  the  Santa  Cata 
lina  Island  Conservancy  (established 
by  the  Wrigley  family).  Whatever  de 
velopment  there  is  tends  these  days  t| 
be  small  and  slow. 

Avalon,  the  island's  only  city,  covl 
ers  just  1  square  mile,  with  a  residenl 
population  of  about  2,000.  Behind  thl 
center  of  town  and  Avalon  harboil 
where  the  mainland  ferries  dockl 
steep  hills  rise,  dotted  with  housel 
with  red  Spanish-style  tile  roofs.  Thil 
is  where  most  restaurants,  shops  anij 
hotels  are.  The  best  way  to  get  arounij 
Avalon  is  to  stroll. 

When  you  venture  out  of  "do\ 
town"  Avalon  on  a  rented  bike  or  goll 
cart,  you'll  find  winding  roads  lined 
with  eucalyptus  and  palm  trees,  spec 
tacular  ocean  views  and  a  desert-like 
rugged  interior.  Sound  like  an  idea 
location  for  filmmaking?  Hollywood 
has  long  thought  so.  The  original  Mi\ 
tiny  on  the  Bounty  was  filmed  here,  a| 
was    Chinatown.    Catalina    can    alsa 
thank  filmmakers  for  the  wild  buffalJ 
that  roam  the  interior.  In  1929  a  com) 
pany  making  the  film  The  Vanishing 
American  brought  13  buffalo  over;  tc 
day  there  are  more  than  400. 

Hollywood  stars  like  Humphrey 
Bogart,  Bing  Crosby  and  James  Cag 
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The  barbor  <>/  Ax  alon,  pop  2,000,  lies  fust  _'_'  miles  across  the  sea 

Thanks  to  the  Wrigley s.  still  more  cacti  and  desert  than  patios  and  pools. 
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NEW  LIFE  FOR  YOUR  FINANCIAL  FUTURE. 
THE  TRAVELERS'  UNIVERSAL  LIFE. 


In  nature,  the  egg  provides  ideal  protection  and  the  opportunity 
for  growth. 

The  Travelers'  Universal  Life  does  the  same. 

You  have  the  life  insurance  protection  you  need.  Plus  the  tax-deferred 
growth  opportunity  you  want. 

It's  a  combination  that  assures  you'll  provide  your  family  or  business 
with  all  the  necessities-and  a  few  of  the  luxuries-of  life. 

To  finance  your  home,  educate  your  children,  expand  your  business, 
fund  your  retirement  or  start  a  new  venture. 

The  Travelers'  Universal  Life  is  aggressively  managed  to  return  a  com- 
petitive yield.  Without  incurring  a  high  risk.  All  backed  by  one  of  America's 
strongest  insurance  and  financial  experts.  The  Travelers. 

Learn  more  about  Universal  Life.  Call  your  Independent  Travelers 
Agent  or  Broker.  Protect  your  life  with  a  golden  investment  opportunity. 

The  Travelers  Insurance  Company  and  its  Affiliates,  1  lartford,  CT  1)6183. 
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You're  better  off  under  the  Umbrella? 


ney  discovered  the  island  in  the  1930s 
and  1940s.  Today  Ernest  Borgnine, 
John  Davidson,  George  Kennedy,  Bar- 
ry Diller  and  Robert  Wagner  often 
cruise  over  from  the  mainland.  Cata- 
lina  is  an  ideal  weekend  destination 
for  southern  Californian  boaters. 

The  island's  beaches  aren't  great. 
Avoid  the  town  beach;  it's  small  and 
crowded.  A  better  bet  is  Descanso 
Beach,  next  to  the  casino  built  in  1929 
and  famous  during  the  Big  Band  era. 

Diving  and  fishing  are  popular. 
Some  divers  say  Catalina's  clear,  calm 
waters  are  among  the  best  in  Califor- 
nia. Visibility  ranges  up  to  100  feet, 
and  water  temperatures  range  from 
the  upper  60s  in  the  winter  to  the  low 


have  opened  recently.  But  book  early, 
especially  on  weekends  in  the  sum- 
mer high  season. 

Note:  Many  hotels  offer  low  off- 
season rates — and  there  are  plenty  of 
visitors  who  prefer  the  peace  and  qui- 
et of  the  November-April  season. 
Rates  quoted  below  are  high  season 
(May-October). 
HOTELS 

The  Inn  on  Mount  Ada.  1  Wrigley  Road 
(213-510-2030).  Built  in  1921,  this  for- 
mer summer  home  of  chewing  gum 
magnate  William  Wrigley  Jr.  offers 
breathtaking  views  of  Avalon  Harbor. 
Only  six  rooms  and  suites,  most  with 
rireplaces.  Rooms  (including  break- 
fast) run  from  $140  to  $390  per  night 


unit,  Palm  Springs-style  resort  in  the 
foothills  above  Avalon.  Amenities  in- 
clude room  service,  pool,  Jacuzzi,  sau- 
na, exercise  room,  restaurant  and  bar. 
Nearby  are  tennis  courts  and  a  nine- 
hole  golf  course.  $125  to  $135. 
Glenmore  Plaza   Hotel.    120    Sumneii 
(213-510-0017).  Built  in  1891,  this  50-| 
room  hotel  is  Catalina's  oldest  hotel 
Splurge,   and  stay  in  the  two-story 
Clark  Gable  suite  with  its  circulai 
cupola  bedroom  and  360-degree  view 
$69.00  to  $290. 
RESTAURANTS 

Catalina  is  no  epicurean  heart-stop 
per,  but  there  are  a  number  of  decen 
restaurants.  Some  suggestions: 
Ristorante    Villa    Portofino    (213-510 
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Catalina  island  Golf  Course,  a  tough  nine-holer 

Some  86%  of  the  island  is  held  by  a  conservancy. 


70s  during  the  summer  months. 
There  are  kelp  forests,  wrecks,  plenty 
of  fish  and  lobster  and  abalone,  too. 

Sportfishing — for  marlin,  sword- 
fish,  tuna,  shark — is  first-rate.  The 
prestigious  Tuna  Club  is  the  oldest 
sportfishing  club  in  the  U.S.  Its  mem- 
bers have  included  Winston  Churchill 
and  Theodore  Roosevelt. 

For  landlubbers,  there  are  bikes  for 
rent,  hiking,  camping,  horseback  rid- 
ing, parasailing,  a  nine-hole  golf 
course  (as  well  as  an  award-winning 
miniature  course)  and  tennis. 

Dress  on  the  island  is  California 
casual,  day  and  night.  Temperatures 
average  about  75  degrees  in  the  sum- 
mer and  fall  into  the  60s  in  the  win- 
ter. The  sun  shines  about  270  days  a 
year.  But  take  a  sweater  or  jacket; 
evenings  get  a  bit  nippy. 

On  summer  weekends  Avalon  does 
get  busy.  In  all,  more  than  1  million 
people  visited  the  island  in  1986,  up 
from  about  350,000  in  1972.  Many  are 
lust  day-trippers.  Hotel  space  is  often 
scarce.  In  1982  there  were  683  hotel 
rooms;  today  there  are  B37. 

But  while  few,  Catalina's  hotels 
have  a  charm  all  then  own.  And  doz- 
ens  of  lovely  bed-and-breakfast  inns 
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per  couple.  Note:  No  smoking. 
Hotel  St  Lauren  Mctropole  &  Beacon 
(213-510-2299).  Known  as  the  Pepto 
Palace  for  its  hot  pink  paint  job,  this 
44-room  hotel  is  brand  new  yet  looks 
like  a  Victorian  gingerbread  mansion. 
Rooms  ($70  to  $185)  arc  spacious,  and 
some  have  ocean  views. 
Garden  House  Inn  Third  &  Clarissa 
(213-510-0356).  A  charming  bed-and- 
breakfast.  Has  a  light,  airy  living  room 
with  a  huge  fireplace  and  a  garden 
courtyard.  Sweeping  views  of  the  har- 
bor. No  smoking.  Rooms  range  from 
$125  to  $240. 

Zone  Grey  Pueblo  Hotel  216  Chimes 
Tower  Road  (213-510-0966).  The  for- 
mer home  of  novelist  Zane  Grey,  this 
18-room  Spanish-style  hotel  was  built 
in  1926  above  Avalon.  Fancy  it  is  not, 
though  it  docs  sport  one  of  the  few 
swimming  pools  on  the  island. 
Rooms  range  from  $65  to  $100. 
//)(•  Old  turner  Inn  232  Catalina  Ave- 
nue (213-510-2236).  Recently  turned 
into  a  five-room  bed-and-breakfast, 
with  a  spacious  living  room  built 
around  a  massive  fireplace.  Rooms 
run  from  $110  to  $165. 
Catalina  Canyon  Hotel  888  Country 
Club  Drive   (213-510-0325).   An  82- 


0508).  Considered  Avalon's  best.  Con-J 
tinental  and  northern  Italian  cuisine! 
CafePrego  (213-510-1218).  Good,  basic 
Italian  fare,  a  respectable  wine  list  J 
77*?  Busy  Bee  Cafe  (213-510-1983).  Big 
gest  attraction  is  its  outdoor  deck  or 
the  water.  Good  for  lunch.  El  Galleor, 
(213-510-1188).  Beef  dishes.  Popula 
during  cocktail  hour.  Armstrong's  (213-1 
510-0113).  Fresh  charbroiled  seafood! 
Be  prepared  for  a  wait.  Mi  Casita  (213-1 
510-1772).  Traditional  Mexican.  Can\ 
von  Restaurant  (213-510-0327).  At 
Catalina  Canyon  Resort.  The  evcnir 
menu  is  Continental.  The Sandtrap  Pa 
tio  (213-510-1349).   Overlooking  the 
golf  course,  a  nice  spot  for  breakfast.] 
Buffalo  Nickel  (213-510-1323).  Home 
of  the  famous  Catalina  Buffalo  Burgerj 
Solomons     Landing.     (213-510-0881) 
Good  margaritas,  great  view. 

Getting  to  Catalina  is  easy.  LargeB 
ferries  depart  Long  Beach  and  San  Pe-fl 
dro  several  times  daily  for  the  90J 
minute-to-two-hour  crossing.  (Reser-H 
vations  required.)  Helicopter  flights 
from  San  Pedro  take  15  minutes.  Cat 
alma  Flying  Boats  offers  year-round 
service  from  Long  Beach  Airport.  Cat 
alina  also  has  a  private  airport. 
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p     -u.^.arc  in  America  program 
has  been  so  popular  with  our 
guests  that  were  extending  it 
throughout  1988.  l  S.  Savings 
Bonds  provide  a  very  handsW 

1     yield  and  are  yours  free  when 
you  stay  at  any  Stouffer  Hotel  or 
part.eipating  Stouffer  Resort 

HereshowtogetfreelSSaMngs 
Bonds  on  your  next  trip: 


Stay  this 

number  of 

room  nights 


You  receive 

I  S.  Savings 
Bonds  worth 


211 SU)oo 

So  next  trip,  bring  home  more  than 
expense  reports.  Stay  at  a  Stouffer 

Hotel  or  partieipating  Stouffer 
Resort.  And  bring  home  a  Share 
in  America. 

For  reservations,  call  your 
travel  agent  or  1-800-HOTELS 1 

•Oftr iapplies  only  to  rack  or  national  corpor  IU" 
rates.  ,s  n<„  applicable  t«,  groups,  ami  nX 
withdrawn  a.  any  time  wi.hoi  I  prior         / 


in  I  lawaii  and  the  I 


.u«,i  iiihiikt  Kl  soils 

s  Virgin  Islands  l  nin-il 
"euulations  amiK   l  ., .. 


"fc  offer  val.d  January  I.  |988.  thn,uKh 
December  31.  I9HH.  Certificates  must  bt- 
redeemed b)  lanuan  si  |yW  H 


STOUFFER 

HOTELS  &  RESORTS 


A  Nestle  Company 


Rent-a-car  runaround 


W'  hen  you  rent  a  car,  there  are 
things  on  your  mind  more  impor- 
tant than  whether  or  not  to  pay  for 
collision  coverage.  Of  course  you'll 
take  it.  Who  would  be  so  stupid  as  to 
drive  without  complete  coverage?  So 
you  initial  the  little  boxes  on  the  rent- 
al form  and  off  you  go  to  wait  for  the 
van  to  take  you  to  your  car. 

Nice  going.  You  have  probably  fall- 
en into  the  rental  companies'  trap: 
buying  insurance  you  might  not  need 
or  might  not  have  to  pay  for.  Out  of 
such  confusion  are  mighty  sums 
raised — more  than  $1  billion  annually 
if  only  half  the  rental  companies' 
U.S.  fleet  customers  purchase  the 
coverage. 

What's  going  on  here?  Over  the 
past  16  months,  many  of  the  ma- 
jor car  rental  firms  changed  the 
liability  coverage  on  cars  rented  to 
the  public.  Once  upon  a  Hertz 
counter,  even  if  you  did  not  go  for 
the  collision  damage  waiver,  the 
most  you  could  get  stuck  for  in 
the  event  of  an  accident  was 
$3,000.  Anything  above  that  was 
covered  under  your  basic  contract. 
If  you  paid  for  the  waiver,  your 
liability  in  the  event  of  collision 
was  zero.  (But  note:  The  fine  print 
of  the  contract  voids  coverage  if 
you  drive  recklessly  or  negligent- 
ly, including  speeding). 

Now,  however,  when  you  rent  a 
car,  you  could  be  liable  for  the 
whole  enchilada  in  the  event  of  an 
accident,  even  if  it  isn't  your  fault. 
Total  a  Lincoln  Continental,  for 
example,  and  you  face  a  S30,000 
tab,  notes  Allyson  Zedler  of  Bud- 
Kct  Rent  a  Car  Inc. 

To  make  matters  worse,  some  car 
renters  are  also  holding  customers  lia- 
ble for  losses  arising  trom  theft  and 
vandalism.  Such  coverage  used  to  be 
included  in  the  basic  daily  rate.  But  at 
Hertz,  Alamo  and  Dollar,  unless  you 
pay  for  the  collision  damage  waiver 
(CDW),  you  could  end  up  paying  lor 
the  entire  value  ot  the  ear  it  it  is  stolen 
or  vandalized. 

Since  the  "extra"  charges  for  this 
collision  damage  waiver  are  relativelv 
low,  .in  extra  $8. 95  to  $12.95  per  day, 
most  business  travelers  quietly  pay  it. 
But  those  costs  really  add  up  if  you 
rent  frequently.  And  one  fine  day  you 
might  discover  that  your  company 
won't  reimburse  you  for  such  charges 
on  yom  e  account 

The  irony  is  that  in  many  cases  you 
don't  need  the  CDW  at  all.  Your  own 
auto  insurance  policy  might  already 
covet  you.  In  fait    it  your  own  policy 


includes  comprehensive  collision 
coverage,  it's  likely  that  you  are  al- 
ready covered,  says  Donald  Erikson  of 
the  Travelers  Insurance  Co.  in  Hart- 
ford, Conn.  (To  be  sure,  give  your  in- 
surance agent  or  company  a  call.) 

Often,  your  employer  might  not 
want  you  to  pay  for  the  CDW,  prefer- 
ring to  self-insure.  CBS  Inc.,  for  exam- 
ple, is  typical  of  many  large  corpora- 
tions that  instruct  employees  to  de- 
cline the  coverage,  opting  to  accept 
the  risk  of  an  occasional  claim  against 
stiff  waiver  fees. 

Indeed,    some    large    corporations 
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strike  special  deals  with  major  car 
rental  companies  to  include  collision 
coverage  in  the  basic  contract  agree- 
ment. IBM  has  such  an  arrangement 
with  Hertz,  for  example.  Moral:  Dou- 
ble-check what  your  firm's  policy  is 
on  CDW  charges. 

Credit  card  folks  are  now  getting 
into  the  act.  In  return  for  using  their 
credit  cards  to  pay  for  the  car  rental, 
they  will  underwrite  the  insurance  for 
tree.  Obviously,  they  feel  that  the  ad- 
ditional business  they  get  from  card 
use  will  far  outweigh  any  liabilities 
they  may  encounter  on  damaged  or 
stolen  cars. 

Nowadays,  a  number  of  credit  card 
companies  automatically  include 
supplementary  collision  coverage  in 
their  annual  fees.  Among  them:  Drey- 
fus Consumer  Bank  and  American  Ex- 
press. Though  issuing  banks  have  dif- 
ferent reimbursement  limits  and  ex- 
clusions, some  will  pay  all  rental  car 


repair  costs  not  covered  by  your  per- 
sonal or  business  auto  policy — such 
as  deductibles  and  "loss  of  use"  fees. 
(A  number  of  car  rental  companies 
charge  customers  loss-of-use  fees, 
comparable  to  standard  daily  rates,  for 
the  period  a  damaged  car  is  in  the 
shop  for  repairs.) 

If  you  carry  no  insurance  at  all,  or  if 
your  policy  doesn't  cover  rental  car 
damage,  many  supplemental  plans  pro- 
vided by  credit  cards  pay  all  bills  up  to 
their  payment  caps.  For  example,  Drey- 
fus' gold  and  silver  MasterCards  cover 
damage  up  to  the  full  value  of  the  car. 
American  Express'  gold  and  platinum 
cards  carry  $15,000  and  $50,000  pay- 
ment caps,  respectively.  Visa  officials 
plan  to  begin  offering  supplemental 
coverage  to  all  of  their  gold  card 
holders  in  April. 

Some  insurance  companies  are 
discounting  the  cost  of  coverage. 
Travel  Guard  International  of  Ste- 
vens Point,  Wis.  offers  $25,000 
worth  of  supplemental  coverage 
for  15  days  at  $39. 

So  competitive  is  the  game  be- 
coming that  last  year  the  rental 
companies  themselves  began  of- 
fering packages  that  include  waiv- 
er coverage  at  discounted  weekly 
rates.  For  example,  Alamo's 
"Carefree"  rates  offer  cars  for  as 
little  as  $99  per  week  in  Florida 
and  Hawaii.  Dollar's  recent  all- 
inclusive  Florida  economy  car  rate 
was  $35  per  day,  $128  per  week. 
Some  groups  have  also  negotiated 
contracts  with  rental  companies 
for  lower  liability  limits  for  their 
members.  Last  spring  the  Ameri- 
can Automobile  Association  con- 
vinced Hertz  and  Avis  to  hold 
their  collision  liability  limits  for 
AAA  members  to  $3,000.  Alamo  of- 
fers the  $3,000  liability  cap  on  corpo- 
rate, convention  and  association 
membership  packages. 

Why  are  the  rental  companies  push- 
ing more  and  more  of  the  costs  of 
liability  coverage  onto  consumers? 
Sharp  increases  in  their  insurance  and 
repair  costs,  replies  Jane  Moss,  execu- 
tive director  of  the  American  Car 
Rental  Association,  an  industry  trade 
group.  But  a  better  explanation  might 
be  the  recent  tax  law  changes.  They 
ended  the  investment  tax  credits  and 
lengthened  the  depreciation  schedule 
on  rented  cars.  This  obviously  hurts 
the  cash  flow  of  rent-a-car  companies, 
which  are  reluctant  to  increase  basic 
fees  for  fear  of  losing  market  share.  So 
any  way  of  otherwise  increasing  reve- 
nue— such  as  through  the  CDW —  ( 
makes  a  lot  of  sense.  To  them,  at 
least. — Michael  Fritz 


280 


FORBES,  JANUARY  11,  1988 


WHAT  IF  THE  PEOPLE  WHO 
BUILT  YOUR  CAR  CARED  AS 
MUCH  ABOUT  IT  AS  YOU  DO? 


In  the  tiny  town  of  Kalmar, 
Sweden— where  all  Volvo  760s 
ire  built— the  assembly  line  as 
nost  people  know  it  does  not 
:xisL 

Here,  people  are  not  asked 
o  perform  small,  repetitive 
asks  hour  after  hour  like  auto- 
natons.  Instead,  they  work  in 
sams  assembling  entire  units 


of  the  car.  Much  of  the  work  is 
done  by  hand  And  the  atmo- 
sphere resembles  a  workshop 
more  than  a  factory. 

Unlike  many  car  workers, 
the  "car  builders"  of  Kalmar 
are  rewarded  not  for  how  fast 
they  build  cars,  but  for  how 
well.  Here  there  is  no  anonym- 
ity. People  are  held  responsible 
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for  their  work.  And  they 
wouldn't  have  it  any  other  way. 
This  unorthodox  approach 
has  resulted  in  one  of  the  best- 
built  automobiles  in  the  world 
today:  the  Volvo  760. 


A  car  you'll  be  proud  to  own 
Because  it's  a  car  we're  proud 
to  have     VoLVO 

DUllt         A  car  you  can  believe  in. 


I      ' 
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Dark  horse 


William  Hoglund,  GM's  Bnick-Oldsmobile-Cadillac  boss 
"I've  got  a  tiger  by  the  tail  right  where  I  am." 


The  next  chief  executive  of  General 
Motors  could  be  the  trumpet-play- 
ing lawyer  from  Chicago,  Executive 
Vice  President  Elmer  Johnson.  Or 
maybe  F.  Alan  Smith,  executive  vice 
president  for  finance.  Or  maybe  the 
new  president,  Robert  Stempel,  an 
auto  engineer.  Then  there's  the  dark 
horse,  53-year-old  Group  Vice  Presi- 
dent William  Hoglund. 

Seven  years  ago  Hoglund  walked 
into  a  dying  Pontiac  division  and 
turned  it  around.  No  one  has  done  a 
turnaround  |ob  like  that  at  GM  since. 
"The  fundamental  problem  was  no- 
body knew  what  Pontiac  was,"  Hog- 
lund recalls.  "With  all  the  clutter  in 
the  market,  we  had  to  stand  for  some- 
thing. I  didn't  care  so  much  where  we 
were  going,  as  long  as  we  were  all 
going  in  the  same  direction."  He 
pulled  the  Pontiac  team  into  a  hotel 
and  holed  up  for  a  couple  of  days. 
When  that  "image  conference"  was 
over,  Pontiac  had  direction — perfor- 
mance, fun,  excitement — and  some- 
thing like  a  Hoglund  legend  was  born. 

Today  he's  trying  to  breathe  life 
back  into  Buick,  Olds  and  Cadillac. 
"Our  comeback  depends  on  the  speed 
with  which  we  can  recover  the  per- 
ception of  being  a  i.ility  organiza- 
tion," he  says.  "If  we  do  it,  we'll  stop 
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the  free-fall.  If  we  can't,  then  we  don't 
have  the  right  to  be  in  the  business." 

Hoglund  has  had  his  ticket 
punched — at  Princeton,  University  of 
Michigan  M.B.A.,  GM  financial  staff, 
Pontiac,  Saturn,  now  the  Buick-Olds- 
mobile-Cadillac group — and  he  has 
successfully  passed  through  the  key 
power  centers  in  GM — finance  and 
car  operations.  He  inspires  confidence 
in  associates,  a  quality  sorely  missed 
within  GM.  "His  biggest  talent  is  that 
he's  a  great  listener,"  says  one  asso- 
ciate. "As  far  as  the  dealers  go,"  says 
another,  "he  walks  on  water." 

The  chief  executive  chair  of  Chair- 
man Roger  Smith  will  be  open  in  less 
than  three  years,  maybe  sooner. 
"Thinking  about  that  is  dangerous.  It 
takes  our  focus  off  the  job  ahead," 
says  Hoglund.  "And  I'm  not  running 
for  anything.  I've  got  a  tiger  by  the  tail 
right  where  I  am." 

There  are  some  who  believe  GM 
sales  and  profits  will  recover  when 
the  new  car  models  arrive  over  the 
next  few  years.  Others  see  free-fall 
until  General  Motors  is  reduced  to 
two-thirds  the  size  of  today's  compa- 
ny. Still  others,  paraphrasing,  say  that 
the  opera  won't  be  over  until  the  dark 
horse,  Bill  Hoglund,  sings.— J.F. 


I'd  rather  be  alone 

There  were  46  mergers  or  acquisi- 
tions on  Madison  Avenue  in  1987, 
a  nearly  80%  gain  over  1986.  Ed  Mey- 
er, chairman  of  Grey  Advertising  Inc., 
is  sitting  out  the  merger  movement; 
Grey  is  one  of  the  few  remaining  ma- 
jor independents.  "All  the  mergers  did 
was  mush  together  people  who  three 
years  ago  would  have  jumped  out  a 
window  at  the  idea  of  working  togeth- 
er," he  says.  "It  caused  disruption 
among  clients,  and  caused  creative 
people  to  spend  half  their  lives  worry- 
ing about  how  they  were  going  to  fit 
in  rather  than  developing  copy." 

Meyer  is  feeling  no  pain,  however. 
Grey  billings  grew  to  $2.2  billion  in 
1987,  against  $1.7  billion  a  year  earli- 
er. Grey  may  be  small  compared  with 
such  independent  agencies  as  Young 
&  Rubicam  and  Ogilvy  &.  Mather, 
both  of  which  do  about  twice  Grey's 
volume.  Still,  Grey  ranks  among  the 
top  15  worldwide. 

Most  in  the  advertising  business  ex- 
pect the  merger  rate  will  increase  in 
1988  despite  the  Wall  Street  crash. 
Many  of  the  biggest  clients  are  trim- 
ming their  own  managements  and,  in 
turn,  want  to  deal  with  only  one  or 
two  agencies  instead  of  dozens.  In  this 
situation,  the  giant  agencies  will  be  in 
a  good  position  because  they  can  offer 
a  tremendous  range  of  services. 

So  why  isn't  Meyer — whose  agency 
is  big  but  not  megabig — worried? 
More  mergers,  he  says,  will  make  the 
few  remaining  major  independents 
even  more  desirable  to  clients  looking 
to  avoid  agency  conflicts. 

"Clients  found  it  unwelcome  to  be 
confronted  by  new  owners  they  had 
not  met  or  chosen,"  says  Meyer. 
"We  made  three  years'  worth  of  busi- 
ness presentations  in  1987  because 
so  many  companies  wanted  to  talk 
to  us.  We  are  still  in  the  business  of 
producing   advertising.    That    is   be- 

Mark  Jenkinson 
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Grey  Advertising 's  Ed  Meyer 
Unmerged  means  unencumbered. 
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)  Hewlett-Packard  Co  1987 


HP  LaserJet 
Series  II  Printer 
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Over  three  million  documents  a  day  start 
with  the  same  two  letters.  HP 


More  businesses  use  HP  laser 
printers  for  spreadsheets,  letters, 
newsletters  and  reports  than  all 
other  laser  printers  combined. 

And  the  newest  of  the  HP  fam- 


ily the  LaserJet  Series  II  Printer, 
offers  even  more  memory  and 
fonts  than  before. 

It  supports  over  600  software 
products  and  all  popular  PC's,  too. 


No  wonder  more  people  choose 
Hewlett-Packard  over  all  other 
laser  printers  combined. 

For  your  local  dealer  or  a  brochure, 
call  1  800  752-0900,  Ext.  900B. 
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/\sia.  Africa,  South  Amer- 
ica, the  North  Atlantic.  I've 
piloted  everything  from  flying 
boats  to  747s.  Now  I've  spread 
my  wings  in  a  new  direction. 
I've  Found  wonderful  things 
around   the   world   and   made 


"Spreading  my  wings  agaiif 


them  the  basis  of  a  shop  in  New  York 
City."  For  Price  Glover,  it's  the  begin- 
ning of  a  new  lifetime.  New  lifetimes 
are  lived  with  Modern  Maturity,  the 
magazine  of  mature  America.  Modern 
Maturity's  circulation  right  now  is  15.8 
million,  up  incredibly  from  last  year's 


13  million.  For  mature  Americ 
this  is  the  life  of  their  time,  th 
time  of  their  life,  and  they  live  i 
with  Modern  Maturity.  Fd 
information  on  advertising  t<i 
mature  America,  please  caljj 
Peter  Hanson  at  (212)  599-188lj 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


A  PUBLICATION  OF  AA 
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cause  we  are  not  trying  to  find  our 
feet  after  having  been  tackled  from 
behind." — Jeffrey  A.  Trachtenberg 


Swatch  Man  vs.  McKinsey 

It's  not  just  the  poor  and  hungry 
who  look  to  America  today;  the 
streets  seem  to  be  paved  with  gold  for 
the  rich,  too,  like  Nicholas  Hayek,  the 
Swiss  businessman/consultant  who  is 
as  famous  on  the  Continent  as  Lee 
Iacocca  is  in  the  New  World. 

"The  U.S.  has  fantastic  possibilities 
tor  us,"  says  Hayek,  who  wants  to  sell 
the  services  of  his  350-employee  con- 
sulting firm,  Hayek  Engineering.  He 
thinks  he's  better  than  McKinsey  & 
Co.  If  that  sounds  brash,  recall  that 
Hayek  is  the  man  who  played  a  deci- 
sive role  in  the  resurrection  of  the 
Swiss  watch  industry.  He  is  chairman 
and  controlling  shareholder  of  SMH, 
Switzerland's  largest  watchmaker  and 
creator  of  the  Swatch  watch.  His  in- 
terest in  SMH  now  is  worth  about  $75 


Swiss  consultant  Nicholas  Hayek 

Fire  the  chairman? 

Daniel  Boschung 
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million.  But  that  business,  with 
12,000  employees,  is  a  sideline  to  his 
consulting  business. 

Among  his  contrarian  thoughts: 
Manufacture  of  low-value  products 
has  a  future  in  the  U.S.  "Production 
wage  costs,"  he  says,  "account  for 
only  7%  to  10%  of  retail  price,  a  small 
figure  that  can  be  compensated  for  by 
superior  technology." 

Hayek,  59,  was  born  in  Beirut,  son 
of  an  American  father  and  Swiss 
mother.  At  28,  a  graduate  of  the  Uni- 
versity of  Lyons,  he  quit  his  father-in- 
law's  iron  and  steel  business  and  went 
into  consulting,  picked  up  clients  like 
West  Germany's  Friedrich  Flick 
(steel)  and  Mannesmann  (heavy  engi- 
neering),  became  a  favorite  of  the 


Swiss  business  community,  a  clubby 
lot,  and  by  1984  was  voted  "Trouble- 
shooter  of  the  Year"  by  the  European 
business  press. 

Today  Hayek's  clients  include  Digi- 
tal Equipment,  the  World  Bank, 
Hyundai,  U.S.  Steel  and  Dow  Chemi- 
cal. He  wins  points  for  nerviness:  He 
has  been  known  to  recommend  that 
his  clients  fire  their  chairman  as  well 
as  thousands  of  employees.  "That's 
the  difference  between  us  and  McKin- 
sey &  Co.,"  Hayek  says.  "We'll  al- 
ways tell  management  the  truth, 
whether  they  like  it  or  not."  McKin- 
sey &  Co.  will  disagree,  of  course,  but 
they  now  have  fair  notice  of  Nicholas 
Hayek's  intentions. — Richard  C.  Morais 


TOehTtie 
Wise  Wit  of 
Wl  Street. 

Each  Friday  evening  Louis  Rukeyser  and  his  guests 
deliver  insights  on  the  financial  world  with  relaxed  good 
humor.  They  cover  trends  in  the  economy,  up  or  down. 
Trade'.  .  .  in  balance  or  imbalance.  And  there's  always 
a  bit  of  banter  about  the  big  board.  Entertaining 
money  talk  that  makes  "Wall  Street  Week  with 
Louis  Rukeyser"  one  of  the  "six  most  planned- 
to-watch  TV  programs"  in  the  country. 

So,  you  plan  on  it.  Watching  has  its  rewards! 
Check  your  local  Public  Television  listing  for 
time  and  channel. 


WALL  STREET  WEEK  WITH  LOUIS  RUKEYSER 

Underwritten  nationally  by:  Hanson  Trust  •  Primerica  •  Prudential-Bache  Securities 

IlIrL  A  national  program  service  of  Maryland  Public  Television 
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Royal  opportunity 

Are  you  looking  to  reinvest  your 
profits  from  the  Texaco/Pennzoil 
settlement?  Cyrus  J.  Lawrence's  oil 
analyst  Frederick  Leuffer,  who's  been 
bullish — and  right — on  both  former 
combatants,  has  another  oil  company 
favorite:  Royal  Dutch/Shell  Group. 
"It's  been  a  star  performer/'  says 
Leuffer,  "and  it's  going  to  continue  to 
outperform  the  market." 

Royal  Dutch/Shell  Group  is  60% 
owned  by  Royal  Dutch  Petroleum,  of 
the  Netherlands,  and  40%  owned  by 
Shell  Transport  &  Trading,  based  in 
London;  ADRs  of  Shell  and  ordinary 
shares  of  Royal  Dutch  trade  on  the  Big 
Board.  Leuffer  is  currently  indifferent 
between  the  two.  Either  way,  the  $75 
billion  (estimated  revenues)  com- 
bined entity  is  a  giant  cash  machine. 
It  has  a  little  over  $8  billion  in  cash, 
against  some  $7  billion  in  debt. 
Leuffer  figures  Royal  Dutch's  cash 
flow  for  1987  at  about  $21  per  share. 
After  capital  expenditures  and  divi- 
dends, Royal  Dutch  will  have  about 
$5  a  share  left  over.  Leuffer  thinks  a 
sizable  acquisition  of  production  and 
reserves  is  likely  in  1988. 

But  what  of  that  disarray  among  oil 
producers  resulting  from  falling  oil 
prices?  Leuffer  argues  that  Royal 
Dutch/Shell  is  significantly  less  sen- 
sitive than  other  oil  companies. 

"Remember,"  says  Leuffer,  "Royal 
Dutch/Shell  buys  80%  more  crude 
than  it  produces.  It's  heavily  crude 
short."  Falling  prices,  in  other  words, 
mean  falling  raw  material  costs  and 
rising  margins  for  the  group's  vast  re- 
fining, marketing  and  petrochemical 
operations.  "If  oil  prices  were  to  rise 
sharply,  the  companies'  earnings 
would  be  squeezed,"  agrees  Leuffer, 
"but  I  don't  think  anyone  expects  that 
to  happen  in  1988." 

Besides  being  cheap  at  five  times 
.ash  flow,  the  stock  also  pays  a  good 
return  In  1987  the  dividend  was 
S6  SS  this  is  before  a  15%  withhold- 
ing tax,  which  individual  investors 
reclaim  as  a  foreign  tax  credit — and 
Leuffer  figures  the  dividend  could  rise 
further  in  1988,  by  about  5%.  Royal 
Duti •:  iut  ratio  is  still  less  than 

50%  :ist  67%  for  other  large 

international  oil  companies. 

A  note  of  caution:  Royal  Dutch 
pays  dividen  Hutch  guilders — 

Shell  Trans)  s  them  in  ster- 

ling—converted into  dollars  for  the 
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ADR  holders.  If  the  dollar  rebounded 
sharply  against  these  currencies,  the 
dividend  increase  would  be  wiped  out 
so  far  as  U.S.  holders  are  concerned. 
On  the  other  hand,  a  modest  rise  in 
the  dollar  would  not  affect  Royal 
Dutch  significantly. 

Recently  at  107,  Royal  Dutch  is 
about  double  its  1985  price,  but  down 
sharply  from  its  1987  high  of  141.  A 
reasonable  price,  rising  dividends  and 
solid  stability.  A  near-perfect  1988  in- 
vestment.— Howard  Rudnitsky 


Two  for  the  stocking 

In  his  quarterly  Great  Lakes  Reiiew, 
analyst  Elliott  Schlang  of  Cleve- 
land's Prescott,  Ball  &  Turben  has 
long  championed  his  region's  sound- 
est small  and  medium-size  compa- 


Ed  Keating 


Roto-Rooter  on  the  fob 
Recession-proof? 


nies — many  of  which  are  even  more 
attractive  since  Oct.  19.  Among 
Schlang's  current  favorites:  Agency 
Rent-A-Car,  Inc.  (recently  I6V2)  and 
Roto-Rooter,  Inc.  (recently  I8V2).  Both 
trade  over-the-counter. 

With  estimated  1987  sales  of  $193 
million,  Agency  Rent-A-Car,  of  So- 
lon, Ohio,  is  the  country's  largest  in- 
surance replacement  car  rental  com- 
pany. Its  chief  customers  have  insur- 
ance coverage  entitling  them  to  a 
replacement  vehicle  if  their  own  is 
stolen  or  in  the  shop.  These  custom- 
ers normally  need  cars  for  routine, 
low-mileage  use,  so  Agency  can 
charge  lower  rates  than  the  better- 
known  business  and  vacation  auto- 
mobile rental  companies. 

Agency  was  founded  17  years  ago. 
Its  operating  earnings  have  risen 
without  a  break.  Over  the  last  five 
years,  earnings  per  share  grew  at  a 
compound  annual  rate  of  37%,  thanks 
to  superior  cost  controls  and  a  high 
utilization  rate  on  its  fleet  of  over 
32,000  cars.  Also,  unlike  the  car  rent- 


al firms  operating  out  of  high-rent  air- 
port locations,  most  of  Agency's  500-1 
odd  nationwide  offices  are  in  lower- 1 
rent  suburban  sites  from  which  it  canl 
deliver  cars  directly  to  its  customers'l 
homes  or  businesses. 

For  the  fiscal  year  ending  Jan.  31,1 
1988,  Schlang  is  looking  for  a  22%  I 
earnings  gain,  to  $1  per  share,  and! 
$1.20  a  share  the  following  year.  So| 
the  stock  is  selling  at  14  times  antici- 
pated earnings  for  the  fiscal  year  be- 
ginning in  just  one  month.  That's  rea-l 
sonable,  considering  the  company's! 
high  growth  record.  There  are  22.21 
million  shares  outstanding,  somel 
59%  owned  by  Chairman  Samuell 
Frankino. 

Schlang's  other  Ohio  choice  is  $56| 
million  (estimated  1987  sales)  Roto-I 
Rooter,  headquartered  in  Cincinnati.! 
Through  its  25  company-owned  oper-| 
ations  in  metropolitan  areas  and  near  J 
ly  700  independent  franchisees,  RotoJ 
Rooter  is  the  nation's  largest  brands 
name  cleaner  of  sewers  and  drains.1 
Recession  or  no,  Schlang  points  out,| 
drains  will  keep  clogging.  He  alsc 
notes  the  company  is  promoting  the 
Roto-Rooter  name,  diversifying  intc 
new  services  such  as  plumbing  repauj 
and  large-scale  industrial  and  munici-| 
pal  pipe  cleaning.  Since  1982  earnings 
per  share  have  compounded  at  an  av-j 
erage  21%  a  year  and,  according  tc 
Schlang,  should  reach  93  cents 
share,  up  26%,  in  1987.  In  1988  he'd 
projecting  $1.15  a  share.  Given  than 
record,  not  to  mention  the  highly  visi-J 
ble  Roto-Rooter  brand  name,  16  times 
next  year's  estimated  earnings  isn't| 
an  exorbitant  price  for  the  stock,  or  sc 
Schlang  feels. 

One    caveat:    The    float    is    thin! 
Chemed  Corp.,  which  spun  off  the 
company  to  the  public  in  June  1985  at^ 
$13.50,  still  owns  62%  of  the  4.9  mil] 
lion  shares. 


Listen  up 

Speaking  of  niche  markets,  DahL. 
berg,  Inc.  of  Golden  Valley,  Minni 
has  found  an  attractive  one  in  hearing 
aid  products.   According  to  analys' 
Marcia  Raley,  of  Minneapolis'  Dair  • 
Bosworth,    demographics    are    goinj 
Dahlberg's  way.  Older  folks  tend  t(  I 
need  hearing  aids  more  than  younge 
ones,  and  Census  Bureau  estimate* 
show  that  those  over  65  current!) 
make  up  almost  12%  of  the  U.S.  pop 
ulation,  with  an  increase  to  21%  ex 
pected  by  2030. 

Dahlberg  (estimated  1987  sales  0 
$54  million)  is  both  a  manufacture 
and  a  distributor,  selling  its  line  na 
tionwide  through  some  325  Miracle 
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The  best  asset  management  account 

got  that  way  by  offering  constant  improvements. 

iVnd  someone  to  help  you  

se  them. 


)87  marks  the  tenth  anniversary  of  a 
hole  new  approach  to  personal 
nances.  Ten  years  ago,  Merrill  Lynch 
reated  the  Cash  Management 
ccount®  financial  service,  the  very 
rst  account  that  simplified  financial 
lanagement  by  organizing  all  the 
ieces  into  a  single,  cohesive  whole. 

For  most  people,  that  would  have 
een  enough. 

For  Merrill  Lynch,  it  was  only  the 
eginning. 

l  We're  constantly  improving  our 
MA®  account.  Most  recently,  we've 
dded  the  new  CMA  Directed 
eserveSM  program.  It  gives  you  added 
exibility  to  make  your  cash  reserves 
nd  borrowing  power  work  together. 

In  addition,  we've  created  the  CMA 
remier  Visa®  program.  It  features  a 
remier  Visa  card  with  month-end 


debiting  and  a  handy  year-end 
summary  of  your  Premier  Visa  and 
checking  activity. 

And  of  course  we  provide  the 
professional  guidance  of  a  Merrill 
Lynch  Financial  Consultant.  Because, 
like  any  other  powerful  tool,  the  CMA 
account  works  best  when  you  have 
the  best  advice  on  how  to  use  it. 

Call  your  local  Merrill  Lynch  office 
or  1-800-637-7455,  Ext.  6275,  for  a 
copy  of  our  new  CMA  brochure.  We'll 
also  send  you  prospectuses  listing  all 
charges  and  expenses;  read  them 
carefully  before  you  invest  or  send 
money. 


Merrill  Lynch 


Merrill  Lynch  Financial  Consultants  like 
Mark  Pollard  understand  your  changing 
financial  needs,  and  have  access  to 
unmatched  resources  to  help  you  reach 
your  goals. 

c  1987  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc. 
Member  SIPC 


v  France  will  host  68  major  interna- 
tional trade  shows  during  1988.  At 
each  one,  American  visitors  and  ex- 
hibitors will  discover  new  opportuni- 
ties to  buy,  sell,  learn  the  latest,  make 
valuable  contacts,  and  generally  stay 
competitive  in  an  increasingly  global 
marketplace. 

►  Whether  your  business  is  house- 
wares or  fashion,  electronics  or 
aeronautics,  machinery  or  food 
technology,  there  is  a  show  that 
highlights  your  industry— and  pro- 
vides a  glimpse  into  its  future.  You'll 
see  the  most  recent  products  and  meet 
the  most  interested  parties:  companies 
from  all  over  the  world  looking  for 
international  trading  partners. 

Paris  Is  Good  for  Business 

i  Most  exhibitions  take  place  in  Paris, 
(now  the  trade  show  capital  of  the 
world),  and  are  often  an  industry's 
largest  annual  or  biennial  international 
show. 

►  France's  international  trade  exhibi- 
tions: Companies  that  don't  go  won't 
know  what  they're  missing.  (Which  is 
just  fine  with  competitors  who  do  make 
the  trip.) 

*  To  find  out  what  you  may  be  miss- 
ing, call  or  write  for  your  FREE,  com- 
prehensive listing  of  all  the  1988 
exhibitions.  It  could  be  a  very  profit- 
able request. 

International  Trade 
Exhibitions  in  France,  Inc. 

8  West  40th  Street 

New  York,  NY  10018 

212-869-1720 


PROMOSAIONS 
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Ear  franchises.  In  1985  it  also  began  a 
pilot  program  to  staff  and  operate 
Sears'  hearing  aid  departments,  which 
has  since  been  expanded  into  a  formal 
agreement  to  run  Sears'  hearing  aid 
centers  on  a  national  basis.  By  January 
the  company  should  have  control 
over  181  such  departments  within 
Sears  stores. 

Profits  have  been  erratic.  Earnings 
were  42  cents  a  share  in  1985;  in  1986 
Dahlberg's  net  fell  to  only  a  nickel  a 
share.  Raley  explains  that  Dahlberg 
has  suffered  from  a  poor  commission 
structure,  and  instability  in  its  top 
management — three  presidents  in  the 
last  two  years.  But  she  is  favorably 
impressed  by  the  current  president, 
Robert  Ponzetti,  as  well  as  by  the  new 
chief  financial  officer,  Lee  Runz- 
heimer.  Under  their  stewardship,  Ra- 
ley looks  for  a  recovery  to  50  cents  a 
share  this  year  and  expects  Dahlberg 
to  earn  65  cents  in  1988. 

At  a  recent  price  of  13 'A  o-t-c,  or  a 
lofty  20  times  Raley 's  1988  projec- 
tion, Dahlberg  is  selling  near  its  12- 
month  high.  But  if  Raley  is  right,  the 
underlying  growth  prospects  justify 
the  P/E.  Note  that  there  are  only  2.8 
million  shares.  Insiders  own  28% ; 
Sears  owns  10.6%;  four  money  man- 
agement firms  own  37%  more. 


Hidden  jewels 

Wilkcs-Barre,  Pa.'s  C-Tec  Corp.  is 
the  holding  company  for  Com- 
monwealth Telephone  Co.,  serving 
more  than  150,000  customers  in  20 
counties,  mainly  in  eastern  Pennsyl- 
vania. C-Tec's  earnings  dropped  17% 
last  year,  to  $1.66  a  share,  as  a  result 
of  an  adverse  tax  ruling  on  telephone 
revenues  for  1984-1986.  But  the  com- 
pany has  successfully  petitioned  for  a 
partial  refund,  and  further  petitions 
are  pending.  Meanwhile,  $135  million 
(estimated  1987  revenues)  C-Tec  is 
busily  spending  to  modernize,  and 
should  report  over  $2  a  share  in  earn- 
ings for  1987.  Recent  price  in  over- 
the-counter  trading  for  C-Tec's  5.5 
million  shares  outstanding:  24-Vk. 

Now  for  the  fun.  Valued  at  a  conser- 
vative 1.5  to  2  times  book,  C-Tec's 
phone  operation  is  worth  between 
$120  million  and  $160  million.  Then 
there  arc  C-Tec's  other  businesses.  It 
holds  the  cellular  telephone  franchise 
for  much  of  its  traditional  service 
area.  At  $40  a  pop,  the  cellular  busi- 
ness is  worth  around  $25  million.  C- 
Tec  also  owns  several  cable  TV  fran- 
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chises  for  prosperous  northern  West- 
chester County,  N.Y.  as  well  as  cable 
franchises  for  upper-crusty  Princeton, 
N.J.  and  a  small  one  in  Forest  City, 
Pa. — a  total  48,000  cable  subscribers. 
Estimated  value  of  the  franchises:  $70 
million  to  $90  million.  The  pension 
fund  is  also  overfunded;  net  of  penal- 
ties and  taxes,  it  would  yield  $6.2 
million  of  free  cash.  There  also  is 
around  $42  million  of  cash  in  the  till. 
Although  C-Tec  has  $104  million  of 
long-term  debt,  only  about  $41  mil- 
lion of  that  is  related  to  its  nontele- 
phone  operations. 

Add  it  all  up,  and  the  company's 
private  market  value,  net  of  debt, 
comes  to  some  $45  a  share — at  least 
80%  higher  than  its  recent  price.  But) 
this  one  won't  fall  to  unfriendly  buy- 
ers. Chairman  Andrew  J.  Sordoni 
and  assorted  relatives  own  29%  of  the 
stock.  As  an  added  attraction,  the 
stock  pays  a  92-cent  dividend,  for 
current  yield  of  3.8%. 


Class  gas  act 

Valley  Forge,  Pa.'s  UGI  Corp. 
sports  one  of  the  highest  yields 
among  gas  utilities — 7.8%.  Why?i 
Shearson  Lehman  Brothers'  Dan  Tulis 
thinks  it's  because  of  leftover  concer 
about  UGI's  past  diversification  into 
oil  and  gas  and  contract  drilling.  But 
these  have  been  completely  divested,- 
he  notes.  So  $425  million  (estimated 
1987  sales)  UGI  is  again  concentrat- 
ing on  its  main  operation,  a  gas  utility 
that  serves  some  206,000  customers 
in  eastern  Pennsylvania. 

What  investors  may  be  overlook- 
ing, says  Tulis,  is  UGI's  growi 
strength  in  propane  gas  distribution. 
In  June  it  acquired,  through  a  joint 
venture  with  Prudential  Insurance,, 
propane  distributor  Cal  Gas  from  Dil- 
lingham Corp.  That  makes  UGI  one 
of  the  top  five  companies  in  the  pro- 
pane retail  industry,  serving  261  loca- 
tions in  39  states. 

A  sweet  deal,  Cal  Gas.  The  pric 
was  $295  million,  but  the  propane 
business  traditionally  generates  big 
cash  flows.  Look  for  the  venture  tc 
pay  its  debt  relatively  quickly  and  foi 
Cal  Gas  to  be  contributing  to  UGI 
profits  by  the  end  of  the  Eighties. 

Earnings  this  year  should  be  flat, 
around  $2.40  a  share,  says  Tulis,  but 
he  foresees  an  increase  to  $2.75  a 
share  in  1988.  The  company  is  alsc 
talking  about  further  restructuring, 
which  should  raise  shareholder  value. 
Meanwhile,  there  is  that  attractive 
yield  on  the  9.5  million  NYSE  shares, 
recently  priced  at  26'/g. 
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jet  an  inside  look  at  how  they 
nanage  their  financial  affairs — 
TtEE! 

Personal  Investor  is  a  "how-to" 
j  westment  magazine  written  expressly  for 

le  working  affluent.  Its  subscribers  own 

50  billion  in  personal  investments. 
j  2%  also  manage  or  influence  another 

■256  billion  in  investments  for  their  own 

r  other  companies. 

In  doing  so,  these  decision-makers 

on't  rely  on  hot  tips  or  sales  hype.  Instead 
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'ersonal  Investor  shows  you  how 
he  smart  money  does  it — and 
iow  you  can  do  it  too 

Personal  Investor  never  wastes  your 
me  with  too-good-to-be-true  success 
:ories,  corporate  "image"  articles  and  other 
teces  of  PR  puffery  commonly  found  in 
"ss  pragmatic  publications.  Instead  you  have 
\xess  to  strategies  and  techniques  used  by 
ie  nation's  most  successful  investment  pros, 
ach  issue  is  a  portfolio  of  facts,  figures, 
iformed  opinions  and  clear  interpretations. 
Tie  essential  information  you  want  in  the 
ancise,  fast-reading  format  you  need.  All 
esigned  to  help  sharpen  your  investment 
iistincts,  polish  your  analytic  skills,  deepen 
■  our  understanding,  broaden  your  expertise. 


The  first  issue  is  on  us 

Here's  a  valuable  opportunity  to  see 
exactly  what  Personal  Investor  can  do  for  you. 
It'll  cost  you  nothing  to  find  out — and 
when  you  consider  today's  volatile  markets, 
it  may  cost  you  plenty  not  to.  For  your 
complimentary  issue,  return  the  order 
coupon  below,  or  write:  Personal  Investor, 
Subscription  Dept.,  P.O.  Box  52100, 
Boulder,  CO  80321-2100. 

Source:  Beta  Research  Corp.,  Personal  Investor  Subscriber 
Study  1987. 
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RO  BOX  52100.  BOULDER.  CO  80321-2100 

Add  $3  in  Canada,  $6  for  all  other  foreign. 

Your  first  issue  will  arrive  in  6-8  weeks. 

Low  basic  rate  good 

in  U.  S.  only. 


l_]  YES!  Send  me  the  next  issue  of  Personal  Investor  —  FREE! 

And  reserve  the  rest  of  my  trial  subscription  (6  more  bi-monthly  issues).  If  1  like  Personal  Investor  I'll  pay 
just  $11.97 — a  savings  of  31%  off  the  cover  price.  If  I'm  not  completely  satisfied,  I  may  write  "cancel" 
on  the  subscription  bill,  return  it  unpaid,  keep  my  FREE  issue  and  not  be  obligated  further  in  any  way. 

Name 


(please  print  clearly) 


Address  . 


I 1  home 

.1 I  business 


City- 


State  . 


Zip. 


"Off  Personal  Investor's  $2.50  cover  price. 
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Promote  Your 

Leasing  and  Financing  Services  in 

"Equipment  Leasing" 


A  Forbes  Special 
Advertising  Supplement 

Issue  Date:  March  21,1988 

Ad  Closing:  Jan. 25, 1988 

Whether  they  need  equipment, 
facilities,  or  even  services  and  loca- 
tions, more  and  more  companies 
are  turning  to  leasing  to  capitalize 
on  the  operating  and  financial  flexi- 
bility this  option  provides.  But  in 
deciding  whether  to  lease  or  buy, 
companies  must  undertake  so- 
phisticated calculations  to  deter- 
mine the  right  direction  for  their 
organization. 

Forbes'  EQUIPMENT  LEAS- 
ING supplement  will  provide  critical 
information  and  guidelines  for 
firms  making  this  choice.  The  text 
will  explain  the  factors  that  go  into 
a  leasing  decision  and  will  discuss 
the  lease  structures  and  terms 
that  offer  the  greatest  advantages. 

1988  marks  the  first  year  in 
which  the  full  effects  of  the  1 986  Tax 


Reform  Act  will  be  felt.  The  impact 
of  this  legislation,  plus  the  move- 
ment of  interest  rates  has  led 
many  companies  to  take  a  new  look 
at  their  equipment  financing  costs 
and  mechanisms.  EQUIPMENT 
LEASING  will  assist  Forbes'  audi- 
ence of  top  management  execu- 
tives in  evaluating  the  benefits  of 
leasing  by  focusing  on  such  issues 
as: 

■  The  real  impact  of  tax  reform  on 
leasing. 

■  The  new  factors  in  the  lease  vs. 
buy  decision. 

■  The  changing  structure  of  the 
leasing  industry. 

In  addition  to  its  supportive 


/A 


A. 


/L-A1— 


<.< 


BUY 


IT 


i\. 


LEASE 


text,  Forbes'  EQUIPMENT  LEAS- 
ING supplement  provides  valu- 
able advertising  benefits,  includin 
an  inquiry-generating  reader  ser 
vice  card  listing,  free  reprints  for 
participants  and  bonus  distribu- 
tion to  key  leasing  executives  whc 
are  members  of  the  American  As- 
sociation of  Equipment  Lessors. 
For  everything  from  vehicles 
and  heavy  machinery  to  office 
equipment  and  buildings,  leasin 
is  the  way  many  companies  acqui 
the  assets  they  need.  Forbes' 
EQUIPMENT  LEASING  suppleme 
is  a  timely  opportunity  to  promote 
your  leasing  and  financing  servic 
to  America's  most  influential  busi 
ness  audience.  For  reservations 
and  information,  contact  your 
Forbes  representative  or  call 
Arnold  J.  Prives  at  (212)  620-222. 

Forbes 

Capitalist  Tool 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Dow  Jones 
industrial  average 

The  total  price  of  30 
blue-chip  industrial  stocks,- 
adjusted  to  reflect  splits. 
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Bull  rally  or  bear  trap?  The  Dow  in  early  December  came 
close  to  but  never  fell  below  its  Oct.  19  low.  For  the  rest  of 
the  market  it  was  a  different  story.  The  Wilshire  index  of 
5,800  securities  hit  a  new  low  for  the  year  on  Dec.  4.  Since 
that  point  the  market  has  been  on  a  rebound.  In  the  last 
two  weeks  stock  prices  recovered  sharply  in  a  broad-based 
advance.  Unlike  the  wild  gyrations  that  followed  Octo- 
ber's explosive  crash,  trading  volume  was  at  near-normal 


levels.  The  Wilshire  index  rose  7.3%,  while  the  Wilshire 
stocks  rose  a  total  $121  billion  in  paper  value. 

Are  Wall  Street's  problems  over?  Probably  not.  The 
Wilshire  P/E,  based  on  latest- 12-month  earnings,  is  back 
up  to  15.7.  While  there  are  scores  of  stocks  that  have  been 
driven  down  50%  or  more,  the  overall  market  is  still  not 
particularly  cheap.  If  earnings  fall  in  1988,  then  stocks 
will,  too,  unless  investors  are  happy  with  a  yet  higher  P/E. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.4 

0.7 

1.5 

1.0 

3.9 

1.8 

in  last  52  weeks 

-4.1 

-3.4 

0.6 

-3.6 

-4.3 

-9.1 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

- 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

2.3 

-3.6 

-4.0 

-1.5 

3.4 

-1.7 

-2.9 

0.4 

-1.2 

-0.3 

1.9 

-3.5 

in  last  52  weeks 

-2.4 

7.3 

14.0 

2.3 

-6.7 

-10.0 

-8.3 

21.1 

18.2 

-4.2 

-2.2 

3.9 

Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was 
A  stock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4A  quantitat 
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Where  the  Action  Is 


A  game  of  catch-up.  During  the  most  recent  two  weeks, 
six  Wilshire  sectors  gained  more  than  the  overall  market. 
Technology  and  raw  materials  shot  up  over  12%,  while 
transportation  and  capital  goods  followed  with  gains  ex- 
ceeding 10%.  But,  for  all  the  cheer  this  late  December 
surge  offered  to  weary  and  battered  investors,  only  three 
groups — raw  materials,  capital  goods  and  energy — show 


higher  quotations  than  they  had  one  year  ago. 

The  falloff  in  oil  prices  should  help  transportation  com 
panies,  but  analysts  are  still  not  optimistic  about  this 
group's  prospects  for  1988  (see  below).  The  best-performing 
transportation  companies  over  the  last  ten  trading  day: 
were  CSX  Corp.,  which  rose  23%,  and  Delta  Air  Lines  and 
AMR  Corp.,  which  both  gained  over  20%. 


v/\   Percent  change  in  last  52  weeks   <3><2>-  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


A  tough  year  to  predict.  Analysts  are  lowering  1988  fore- 
casts for  all  sectors  except  raw  materials.  Consumer  dura- 
bles and  transportation  stocks  now  show  the  sharpest 


cuts.  Finance  has  an  estimated  1988  P/E  of  6.4.  The  P/E  fo 
capital  goods  is  14.  A  strong  likelihood  of  additiona 
estimate  cuts  makes  capital  goods  richly  priced. 


Forecasting  the  Forbes  Sales  500 

Performance 
period 

Average 
earnings  per 
share          P/E 

latest  12  months 

1988  estimates 

1989  estimates 

$2.40          14.9 
3.63           9.9 

NA           NA 

NA  Net  available 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1987 
EPS             P/E 

%  change  in  1987  estim 
in  2  weeks       in  4  weel 

I                         Raw  materials 

$2.89 

10.8 

0.48% 

-0.14% 

2 

Utilities 

3.05 

9.1 

-0.24 

-0.19 

3 

Consumer  nondurables 

2.65 

11.7 

-0.39 

-0.95 

4 

Technology 

2.96 

11.2 

-0.45 

-1.18   ' 

5 

Energy 

2.93 

11.3 

-0.55 

-1.84 

6 

Capital  goods 

2.62 

14.0 

-1.01 

-2.05 

7 

Finance 

3.'8 

6.4 

-1.33 

-3.00 

8 

Consumer  durables 

4.26 

11.5 

-1.59 

-3.93 

9 

Transportation 

2.48 

10.9 

-2.00 

-6.87 

Earnings  projections  an  capitalization-weighted  consensus  estimates  from  over  2,000  securit)  analysts.  Data  arc  compiled  and  updated  continually  by  the  Institutional  Bro 
Estimati  Msk  'ii  ,ims   .,  service  rd  Lynch,  lanes  &  Ryan,  j  New  York-baaed  brokerage  firm 
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FORBES,  JANUARY  11,  1988 


POWER  TOOLS 
FOR  POWER 


USERS 

And  for  those  who 
want  to  be. 


CFO 

THE  MAGAZINE  FOR  CHIEF  FINANCIAL  OFFICERS 


Polaroid  gSSSS"" 


The  most  complete  set  of  financial  templates  ever 
assembled  is  now  available  from  CFO  Magazine. 

From  sophisticated  models  for  deciding  whether  to 
lease  or  purchase,  to  programs  comparing  banking  costs, 
CFO  Magazine  takes  you  step  by  step  through  the  world  of 
financial  analysis  with  easy-to-read  charts  and  clearly 
written  text. 

Available  in  printed  form  or  on  5 1/4"  double-sized, 
double-density  Polaroid  DataRescue  diskettes,  for  IBM  PC 
and  compatibles  running  MS-DOS  or  PC-DOS  formats. 

We've  chosen  Polaroid  DataRescue  diskettes  as  the 
best  vehicle  for  delivering  "Spreadsheets. "  If  damaged,  only 
Polaroid  DataRescue  diskettes  guarantee  free  replacement 
of  your  diskette  and,  in  most  cases,  the  data  on  it. 

To  receive  your  copy,  send  a  check  or  money  order  to: 
CFO  Magazine,  268  Summer  Street,  Boston,  MA  02210, 
Attn:  Julie  Parker. 


THE  SPREADSHEET  TITLES 

1987 

1986 

1985 

Lease  vs.  Purchase 

Evaluating  a  Pension  Fund 

Lease  vs.  Purchase  Analysis 

Setting  Corporate  Financial 

Manager 

Controlling  Inventory  Costs 

Goals 

Self-Insurance 

Break-Even  Analysis 

Forecasting  Cash  Flow 

Stock  Valuation 

Deferred  Compensation  Plans 

Managing  Cash  Flow 

Cost  of  Capital 

Planning  for  Growth 

Break-Even  Analysis 

Designing  a  Qualified  401  (k) 

Debt  vs.  Equity  Financing 

Credit  Screening 

The  True  Cost  of  Borrowing 

What's  Wrong  with 

Revising  Tax  Depreciation 

Calculating  Cash  Flow 

Spreadsheets 

Schedules 

Payroll  Calculations 

Managing  Cash:  Three  Models 

Basic  Budgeting 

Comparing  Banking  Costs 

Calculating  Bad  Debt  Reserves 

Analyzing  Trade  Credit 

The  Fine  Art  of  Investing 

Revenue  Forecasting 

Key  Person  Insurance 

Economic  Order  Quantity 

Setting  Credit  Limits 

Calculating  the  Alternative 

Utility  Software  for 

Minimum  Tax 

Spreadsheets 

Calculating  Real  Property 

Depreciation 

r 

■    Name 

□  1985  Book         $22.95 

D 1985  Diskette  564.95  | 

■    Title 

D 1985  Both  $79.95  | 
□  1986 Book         $22.95  ' 

-    Company 

J   Address 

□  1986 Diskette  $64.95  1 

□  1986  Both         579.95  i 

1    City 

□  1987  Book         $22.95  1 

1    State 

Zip 

□  1987  Diskette  564.95  1 

□  1987  Both         579.95  ■ 

When  ordering  the  diskettes, 

|  please  indicate  the 

:  spreadsheet  you  use: 

Total 

□  Lotus  1-2-3 

□  Lotus  Symphony 

□  VisiCalc 

□  SuperCalc 

^P^    1 

3^"  diskettes: 

□  MicroSoft  Excel 
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□  MicroSoft  Excel  (Macintosh) 

^^^^^^^^^^ 

L 

CF11 

Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 

The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cnsto  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  ?.s  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303,  Ft.  Garland, 
CO  81 133. 


Capital  Markets 


MONEY  &  INVESTMENTS 


If  the  absence  of  SEC  registration  doesn't 
bother  you,  there  are  bargains  in  Euro- 
bonds— especially  some  convertibles. 

\        OFF-BRAND 
MERCHANDISE 


By  Ben  Weberman 


Eurobonds — dollar  bonds  sold 
abroad  by  U.S.  companies  to  for- 
eigners, without  SEC  registration — 
cannot  be  retailed  here.  That  safe- 
guard applies,  however,  only  to  the 
first  90  days  or  so  after  sale  of  the 
issue.  Beyond  that,  the  bonds  can  be 
traded  here,  there,  anywhere.  At- 
tractiveness becomes  a  question  of 
yield.  How  do  the  bonds  compare 
with  SEC-registered  bonds? 

So  long  as  the  issuer  in  question  is 
itself  an  SEC  filer — that  is,  audited 
financial  statements  are  publicly 
available — registration  of  the  bonds 
themselves  usually  won't  add  any 
degree  of  safety  for  the  investor. 
There  may  be  exceptions  where 
tricky  covenants  in  the  bonds  them- 
selves are  better  disclosed  in  an 
SEC-reviewed  prospectus  than  in  an 
overseas  offering  circular.  But,  by 
and  large,  the  investor's  concern  is 
with  the  borrower's  financial 
strength.  Current  annual  and  quar- 
terly returns  will  tell  that  as  well  as 
a  bond  registration  statement. 

Kenneth  Paterson,  a  managing  di- 
rector at  L.F.  Rothschild  Interna- 
tional, mentions  that  Mutual  Bene- 
fit Life  (of  Newark,  N.J.)  zero  cou- 
pon bonds  due  in  2006  are  trading  to 
yield  about  80  basis  points  more 

Ben  Weberman  is  a  senior  editor  of  Forbes 
tiagazine. 


than  Treasury  zero  coupon  Strips 
due  in  2006.  Note:  Yields  on  most 
Euro  issues  are  calculated  annually, 
not  semiannually.  Reinvestment  of 
a  half-year  coupon  for  the  six- 
month  period  adds  about  25  basis 
points  to  the  quoted  yield  of  a  U.S. 
issue.  Thus,  the  yields  on  the  Mutu- 
al Benefit  and  other  Eurobonds  cited 
here  have  been  adjusted  downward 
to  make  them  comparable  with  U.S. 
yields. 

Paterson  also  notes  that  the 
World  Bank  Eurobond  8  Vis  of  2016 
are  priced  at  813/4  to  yield  10.3%, 
while  the  same  issuer's  domestic 
dollar  85/8s  of  2016  trade  at  87Vi  to 
yield  10%. 

If  straight  debt  issues  are  margin- 
ally more  attractive,  Euroconverti- 
bles  are  even  better — since  the  Oct. 
19  crash,  aggravated  as  it  was  for 
foreigners  by  the  dollar's  decline. 
Foreign  owners  of  Euroconverts 
have  panicked. 

The  market  collapse  did  take  a  lot 
of  the  equity  flavor  out  of  these 
bonds.  The  convertibles  therefore 
are  selling  virtually  on  a  bond  basis. 
The  underlying  stocks  for  many  of 
these  bonds  must  climb  50%  to 
100%  before  the  conversion  feature 
is  in  the  money — before,  that  is,  the 
bond  can  be  converted  into  stock 
worth  more  than  the  face  value  of 
the  bond. 

But  who's  in  a  hurry?  The  conver- 
sion feature  generally  lasts  until  the 
bond's  maturity  date,  which  may  be 
in  the  next  century.  The  stock  mar- 
ket could  go  a  long  way  by  then. 
Meanwhile,  the  holder  is  collecting 
interest. 

The  A-rated  MCA  Euro  5 'As  of 
2002  are  trading  at  68  to  yield 
9.5%  to  maturity.  U.S.  Treasury 
bonds  pay  almost  that  much,   so 


clearly  the  buyer  is  accepting  a  cut 
in  yield  in  order  to  get  the  conver- 
sion feature.  Each  $1,000  bond  can 
be  converted  into  14.4  shares  of 
stock,  worth  $503  at  MCA's  recent 
price  of  35. 

In  other  words,  the  stock  would 
have  to  climb 35%  for  the  bond  buyer 
to  have  $680  worth  of  stock  on  a 
conversion.  But  such  a  climb  is  not 
terribly  farfetched.  Since  shares 
peaked  at  60%  before  the  market 
break,  holders  of  the  "busted"  con- 
vertible issue  could  profit  hand- 
somely on  any  major  recovery.  In  the 
meantime,  they  are  receiving  a  9.5% 
yield,  in  a  market  that  carries  rates  of 
9.8%  to  10%  for  A-rated  intermedi- 
ate-term industrials. 

Home  Shopping  Network  Euro- 
bond 5  Vis  of  2002  are  trading  at  70 
to  yield  9.3%  to  maturity.  The  cur- 
rent conversion  price  of  $25.80 
against  a  stock  trading  level  of  $6 
gives  the  issue  very  little  conver- 
sion value.  But  there  is  a  little-no- 
ticed requirement  that  the  conver- 
sion price  be  reset  in  April  1988  at 
120%  of  the  average  stock  price  in 
the  30  trading  days  ending  Apr.  21. 
Thus,  the  conversion  price  should 
be  readjusted  downward  substan- 
tially, creating  a  conversion  value 
as  well  as  an  "investment  value" — 
that  is,  value  as  a  straight  bond. 

What's  the  investment  value? 
Much  less  than  $700  per  bond,  to  be 
sure.  Indeed,  Home  Shopping 
straight  debt  trades  on  the  Amex 
with  a  yield  to  maturity  of  19%. 
Assuming  a  19%  yield  to  maturity 
for  a  5Vi%  bond  due  2002,  the  cur- 
rent price  should  be  33  Vi  on  straight 
debt.  Nearly  half  the  value  of  this 
convertible,  then,  is  in  the  equity 
speculation — essentially  a  long- 
term  warrant  in  a  stock  that  has 
seen  better  days  and  could  possibly 
see  them  again. 

How  about  dollar-denominated 
issues  from  foreign  companies? 
Hawley  Group,  a  Bermuda-based 
business-services  company  with  op- 
erations in  the  U.K.  and  the  U.S., 
offers  one.  Since  Hawley  trades  here 
as  an  ADR,  its  financials  must  be 
filed  with  the  SEC.  Hawley's  5%% 
preference  shares,  recently  trading 
at  $815,  are  convertible  into  373 
shares  of  Hawley.  The  conversion 
feature  is  out  of  the  money:  Those 
common  shares  would  be  worth 
only  $683  at  recent  prices.  But  the 
preferred  can  be  redeemed,  at  the 
option  of  the  holder,  at  a  price  of 
1195/8  (U.S.  money)  in  1994,  for  a 
yield  to  maturity  of  13.8%.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


H&v  comes  the  New  Year . . .  and  2100 
on  the  Dow  cant  be  far  behind. 

THE  UNDER 
INVESTED  BULLS 


the  discord  in  OPEC.  Among  the  oil 
stocks  that  got  tossed:  Royal  Dutch, 
Mobil  and  Occidental  Petroleum. 

No  financials.  Nobody  wants  to 
hold  financial  service  companies 
like  brokerage  houses — at  least  not 
until  it  becomes  obvious  that  cur- 
rent cost-cutting  is  sufficient.  And 
the  big  banks  are  scorned  because 
more  writeoffs  on  Third  World 
loans  are  anticipated. 

No  stocks  sensitive  to  shifts  in 
consumer  discretionary  spending. 
The  fear  is  that  the  stock  market 
crash  will  dampen  acquisitive  spir- 
its. There's  been  selling  by  smart 
money  managers  of  such  stocks  as 
Outboard  Marine  and  Masco  (a 
maker  of  building  and  home  im- 
provement products),  and  retailers 
such  as  K  mart,  the  Gap,  the  Limit- 
ed and  Liz  Claiborne. 

What  are  they  buying?  Food  and 
drugs  lead  the  list,  particularly 
Quaker  Oats,  Merck  and  American 
Cyanamid.  Miles  Seifert  of  Gray, 
Seifert  has  all  his  food  stocks:  Wrig- 
ley,  Jr.,  Albertson's,  Hannaford, 
Hormel,  General  Mills,  McCor- 
mick,  Kellogg  and  Smucker.  And 
Jerry  Milbank  of  Milbank,  Wilson 
has  beefed  up  on  stocks  like  Kraft, 
Borden,  Pfizer  and  RJR  Nabisco. 

Brian  Schaefer  of  Bailard  Biehl  & 
Kaiser  thinks  the  falling  dollar  will 
make  export-oriented  companies  a 
"tremendous"  story.  He  is  up  for 
wood  products  firms  such  as  Weyer- 
haeuser, Pope  &  Talbot  and  Louisi- 
ana-Pacific. He's  also  mad  about 
Cooper  Cos.  (formerly  Cooper- 
Vision).  Eugene  Sit  of  Sit  Invest- 
ment continues  to  like  growth  com- 
panies such  as  DEC,  Disney  and 
Philip  Morris. 

What  about  Nasdaq  stocks?  De- 
spite lots  of  bargains,  professional 


December  is  the  month  that  money 
managers  tidy  up  their  portfolios: 
They  toss  out  embarrassing  under- 
performers,  take  profits  in  overper- 
formers,  and  position  themselves 
for  the  start  of  the  new  year.  But 
this  year  housecleaning  came  ear- 
ly— a  lot  of  money  runners  had 
cashed  up  over  the  summer,  and 
then  took  the  aftermath  of  the  Oc- 
tober crash  to  clean  out  many  of 
their  mistakes. 

So  there's  a  lot  of  cash  available 
for  buying.  Orson  Munn  of  Orson 
Munn  &  Co.  says  he  has  started  to 
buy  stocks  right  now  "because  we 
are  under  50%  invested  and  have  a 
lot  of  cash."  Ditto  for  Jerry  Jordan  at 
Hellman,  Jordan.  He  started  buying 
from  a  42%  cash  cushion  and  is 
aiming  to  reduce  that  to  16%.  "I  am 
a  great  believer  in  50%  retrace- 
ments,"  he  says.  "The  market  will 
rally  back  to  2100." 

Where's  the  cash  going?  First, 
here  is  where  it  isn't  going.  The 
strongest  themes  to  emerge  from 
my  year-end  chats  with  money 
movers  were  three  major  no-nos: 
oils,  financials  and  consumer-sensi- 
tive stocks. 

No  oils.  Money  runners  are  pessi- 
mistic about  the  price  of  oil,  given 

Susan  Lee  t  a  senior  editor  of  Pomes 
magazine 


money  runners  are  angry  at  the 
over-the-counter  market.  The  feel- 
ing is  that  the  lack  of  liquidity  ham- 
mered those  stocks  unfairly.  A  typi- 
cal comment  from  Jerry  Jordan:  "I 
don't  want  to  be  holding  any  four- 
letter  stocks."  Jordan  sold  his  o-t-c 
stocks  and  will  not  be  buying  them 
back.  Seifert,  too,  reduced  his  o-t-c 
holdings,  selling  Advanced  Tele- 
communications and  some  of  his 
First  Financial  Management  and  re- 
gional bank  stocks.  (Although  he's 
still  holding  one  of  his  alltime  fa- 
vorites— Hartford  Steamboiler.) 

There  are,  however,  some  excep- 
tions. John  Nagorniak  of  Franklin 
Portfolio  admits  that  o-t-c  carries 
liquidity  risks,  but  he  is  buying  be- 
cause the  fall  in  prices  has  made 
those  stocks  so  attractive.  Brian 
Schaefer  agrees:  "Everyone  is  saying 
buy  blue  chip,"  he  says,  "but  there 
are  so  many  bargains  in  the  o-t-c 
that  I've  got  to  have  a  time  horizon 
longer  than  six  months."  He  likes 
LSI  Logic,  which  develops,  designs 
and  makes  integrated  circuits,  and 
Watkins-Johnson,  which  makes  ad- 
vanced electronic  systems. 

Orson  Munn  concurs:  "Nobody 
wants  o-t-c  stocks,  so  we  have  dou- 
bled up  on  ours,  because  the  only 
time  to  get  long-term  value  is  when 
everybody  else  hates  something." 

Most  of  the  others  are  leery  of  the 
o-t-c — bargains  or  no.  Milbank,  for 
example,  is  still  holding  a  number 
of  his  o-t-c  stocks,  such  as  Stana- 
dyne,  which  assembles  precision 
metals  products.  As  for  adding  to 
his  positions,  now  he  won't  buy  un- 
less the  stock  is  20%  under  the  mar- 
ket, no  matter  how  good  the  compa- 
ny looks.  Jordan  goes  further.  He 
says  he  doesn't  want  to  hold  any- 
thing that  isn't  on  the  S&.P  200  un- 
less it's  an  exceptional  story.  He  is 
buying  quality  stocks  such  as 
Squibb,  Kodak,  Philip  Morris  and 
Du  Pont.  "When  the  foreigners 
come  into  our  market  they  will  buy 
from  the  top  of  the  list,  and  I  want 
to  be  in  front  of  that,"  he  says. 

But  aside  from  skepticism  about 
the  o-t-c,  most  money  managers  are 
facing  the  new  year  cheerfully.  That 
is  quite  different  from  last  year 
when,  as  Jerry  Milbank  points  out, 
"There  were  a  bunch  of  overinvest- 
ed  bears — everybody  was  fully  in- 
vested but  running  around  saying, 
'Oh,  I'm  nervous.'  Now  we  have 
underinvested  bulls,  everybody  has 
cash  but  running  around  sounding 
very  optimistic."  Dow  2100,  here 
we  come.  ■ 
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Portfolio  Strategy 


MONEY  &  INVESTMENTS 


By  Kenneth  L.  Fisher 


The  folks  who  say  the  crash  won  Y  cause  a 
recession  are  wrong.  Here's  why — and 
here's  what  to  do  about  it. 

THE  COMING 
RECESSION 


cline.  It  was  triggered  by  President 
Kennedy's  attempt  to  scare  the  steel 
firms  into  line  on  wage  rates. 

But  if  you  look  at  global  market 
busts,  instead  of  just  U.S.  bear  mar- 
kets, and  correlate  them  to  major 
worldwide  economic  declines,  the 
linkage  is  effectively  100%.  When 
the  world  stock  market  goes  down 
big,  the  economy  follows  in  6  to  12 
months.  Given  the  global  nature  of 
the  market  crash,  history  portends  a 
recession. 

To  see  why  stocks  can  trigger  re- 
cessions, envision  a  classic  bull 
market.  Early  on,  some  folks  bor- 
row to  get  more  assets  to  make 
more  money.  As  they  succeed,  they 
become  ever  more  adventurous,  as 
do  their  previously  timid  friends. 
They  borrow  against  real  estate  to 
buy  stocks,  against  stocks  to  buy 
real  estate  and  against  both  to  build 
widget  plants.  Then  they  borrow 
against  their  "wealth"  to  buy  bigger 
houses  and  fancier  cars.  Bull  mar- 
kets encourage  big-ticket  spend- 
ing— and  big-ticket  borrowing. 

As  worldwide  private-sector  debt 
rises  relative  to  GNP,  the  banking 
system  becomes  strained.  So  the 
central  banks,  one  by  one,  readdress 
their  main  function,  protecting  the 
banks  by  raising  interest  rates — 
which  is  what  we  saw  last  year. 

At  first  higher  interest  rates  don't 
slow  the  borrowing;  few  care  if 
money  costs  8%  when  they  are 
making  25%  in  stocks.  At  first.  But 
eventually,  it  happens.  For  whatev- 
er reason,  stocks  fall  a  hair.  The 
debt  level  stays  fixed.  That  causes 
relative  undercollateralization  of 
the  debt,  which  generates  a  world- 
wide scramble  for  liquidity,  which 
is  what  October  1987  was  all  about. 

Investors     sell     stocks     because 


Since  the  crash,  most  economists 
have  been  chanting,  "No  recession 
ahead."  The  media  have  echoed  the 
message.  Even  Forbes  has  joined 
the  chorus  (Nov.  30,  1987 J.  A  Wall 
Street  Journal  survey  of  40  leading 
economists  shows  37  calling  for  no 
recession  in  1988.  It  is  fashionable 
to  joke,  "The  stock  market  forecast 
nine  of  the  last  seven  recessions." 

I  disagree  with  this  consensus.  As 
usual,  the  economists  don't  under- 
stand the  economy. 

Economic     theory     misses     the 
mark  by  assuming  that  Main  Street 
-ts  Wall  Street,  but  that  Wall 
et's  effect  on  business  is  only 
>ugh    interest    rates.    At    times 
vVall   Street   helps  or  hurts   Main 
Street   directly   through   securities 
prices.  That's  why  the  stock  market 
is  a  good  economic  forecaster — it's  a 
major  trigger  mechanism  to  pros- 
perity and  recession. 

Historically,  when  the  market 
has  tanked,  a  recession,  as  officially 
ncd  by  the  National  Bureau  of 
lomic  Research  (NBER),  has 
usually  followed.  What  about  1962, 
which  is  often  cited  to  prove  that 
stocks  and  economics  aren't  linked? 
That  was  mostly  a  U.S.  stock  de- 

Kenm  ■  oodskk,  Cahf  based 

money  m  •■  bee  written  two  book 

The  w.ili  Stn  and  .super  Stocks 


that's  about  all  you  can  sell  fast. 
That  selling,  in  turn,  pushes  stocks 
lower,  increasing  the  undercollater- 
alization. When  the  panic  settles, 
folks  and  firms  think  in  a  different 
mind-set,  with  liquidity  now  fore- 
most in  their  thoughts.  To  regain 
liquidity  they  eventually  sell  real 
estate,  factories  and  whole  corpo- 
rate divisions.  They  will  close 
plants  and  fire  workers.  These 
things  generate  recession. 

But  it  takes  time.  You  can't  sell  a 
division  overnight,  and  you  can't 
close  a  plant  fast.  Bureaucracies, 
like  those  of  most  S&P  500  outfits, 
couldn't  plan  their  way  out  of  a  pa- 
per bag  in  less  than  three  months. 

Because  of  the  time  lag,  we  won't 
see  visible  signs  of  this  market- 
crash-generated  recession  until  the 
later  part  of  1988. 

And  what  you  don't  see  is  what 
gets  you.  Economists  never  see  a 
recession  until  we  are  well  into  it. 
Remember  Gerald  Ford's  WIN 
(Whip  Inflation  Now)  buttons?  He 
was  pumping  for  an  anti-inflation 
tax  hike  in  September  1974,  fully  a 
year  after  we  entered  a  whopper.  Do 
you  recall  who  was  Ford's  chairman 
of  the  Council  of  Economic  Advis- 
ers? Alan  Greenspan. 

Perhaps  recession  can  be  averted 
through  money  creation  and  central 
bank  cooperation,  but  the  banks 
have  rarely  cooperated  before.  Na- 
tionalism is  now  on  the  rise,  build- 
ing political  pressures  to  keep  them 
from  cooperating.  And  our  1988 
elections  won't  help  in  terms  of  en- 
couraging meaningful  world  eco- 
nomic cooperation. 

So  a  recession  is  coming.  They 
rang  a  bell  in  October — all  around 
the  world — and  announced  it.  This 
coming  recession  won't  end  until 
we  have  repaid  or  written  off  a  dou- 
ble dose  of  debt,  which  also  takes 
time — probably  not  until  late  1989. 

Short  term,  as  I  explained  last 
month,  stocks  have  a  good  chance 
of  moving  higher  through  spring  in 
a  kind  of  reflexive  rally,  tied  to  the 
fact  that  until  then  there  won't  be 
visible  signs  of  recession.  If  you 
want  to  play  for  that  rally,  here  are 
some  strong-balance-sheet,  well-po- 
sitioned outfits  with  cheap  stocks 
and  reasonable  liquidity:  Briggs  & 
Stratton  (26),  Liggett  Group  (7),  Nashua 
(27)  and  Foster  Wlxeler  (13).  For  the 
sake  of  diversification  and  liquidity, 
don't  put  too  much  in  any  one.  And 
don't  hesitate  to  take  relatively 
small  profits,  because  the  outlook 
for  stocks  by  midyear  is  down.  ■ 
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On  January  5,  you'll  meet  a  noted  financial  educator,  Ken  Rouse, 
on  "Planning  Your  Financial  Future,"  a  6-part  series  on  FNN.  Assisted  by 
experts  from  Money  The  New  York  Times,  Forbes  and  similar  organi- 
zations, Mr.  Rouse  will  teach  you  a  unique  approach  to  financial  plan- 
ning, one  that  says  the  priorities  and  goals  which  shape  your  life  -  not  a 
balance  sheet-  are  the  proper  foundation  for  an  effective  financial  plan. 

Watch  "Planning  Your  Financial  Future,"  Tuesdays  at  4:30pm  and  re- 
peated Wednesdays  at  7:30pm  (both  Eastern  Times),  starting  January  5, 
on  FNN.  Because  the  things  worth  having,  are  worth  planning  for. 


FREE  Workbook.  Our  "Planning  YourFinancial  Future"  Workbook 
will  help  you  identify  your  priorities  and  goals,  the  key  to  a 
financial  plan  that's  right  for  you. 

For  your  free  workbook,  call  today,  1-800-222-2725,  Ext.  31 2. 
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MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


The  long-run  prospect  is  for  runaway 
inflation,  but  this  year,  cash  will  be  king. 

BANANA  REPUBLIC, 

U.S.A. 


and  invested,  and  thought  they 
were  getting  rich  by  lending  us  the 
wherewithal  to  buy  from  them. 

Now  they  are  being  painfully  dis- 
illusioned. The  losses  that  the  fall  of 
the  dollar  is  inflicting  on  the  Ger- 
man and  Japanese  central  banks — 
losses  that  in  the  end  must  be  borne 
by  their  taxpayers — will  soon  force 
them  to  call  a  halt.  They  will  tell  us 
that  if  we  insist  on  continuing  to 
consume  more  than  we  produce,  we 
will  have  to  pay  for  their  cars  and 
cameras  by  borrowing  deutsche 
marks  and  yen  instead  of  dollars. 

Once  that  happens,  the  dollar 
burden  of  our  debts  will  go  up  as  the 
dollar's  foreign -exchange  value 
falls.  If  we  still  go  on  trying  to  bor- 
row and  spend  ourselves  rich  when 
we,  like  the  Latin  Americans  and 
the  Israelis,  must  borrow  in  foreign 
currencies,  we  also  will  bequeath  to 
our  children  an  impoverished  and 
overmdebted  nation. 

1  wish  I  could  reply  individually 
to  each  of  you  who  wrote  to  wel- 
come this  column  back,  but  unfor- 
tunately it  is  impossible.  Many  of 
your  letters  asked  how  you  could 
get  a  copy  of  my  first  book,  How  to 
Cope  with  the  Developing  Financial 
Crisis.  You  can't,  because  I  withdrew 
it  from  sale  when  events  made  it 
obsolete. 

Although  its  title  sounds  fresh 
and  timely,  1  actually  wrote  it  in 
1979,  when  the  last  and  worst  of  the 
credit  crunches  was  clearly  immi- 
nent. I  hoped  to  persuade  the  Amer- 
ican people  to  tolerate  the  financial 
crisis  that  the  Fed  was  about  to  in- 
flict on  us.  This  was  the  Fed's  fourth 
attempt  to  break  our  inflation-hedg- 
ing borrowing  and  spending  spree, 
and  1  felt  that  if  the  Fed  failed  again 
we  would  borrow  and  spend  our- 


It  is  remarkable  that  the  people  of  a 
country  as  overrun  with  economists 
as  is  ours  neither  saw  economic  di- 
saster coming,  nor  recognize  it  now 
that  it  is  arriving.  We  have  forgotten 
that  credit  is  based  on  trust,  and  we 
have  been  able  to  ignore  the  erosion 
of  our  creditors'  trust  in  us  because 
our  debts,  unlike  those  of  Latin 
America  and  the  Third  World,  are 
denominated  in  our  own  currency. 

During  the  last  couple  of  years, 
we  have  been  able  to  write  down  the 
real  value  of  our  debts,  as  other 
overindebted  countries  could  not, 
simply  by  letting  the  foreign-ex- 
change value  of  the  dollar  fall.  Its 
depreciation  inflicted  serious  losses 
on  the  foreigners  who  financed  our 
deficits.  And  this  year  they  will 
have  to  wake  up  to  the  fact  that  the 
U.S.  has  become  another  untrust- 
worthy banana  republic. 

Forty  years  ago  this  country  was 
by  far  the  most  creditworthy  in  the 
world — that's  why  we  were  able  to 
borrow  so  much  in  our  own  curren- 
cy. But  we  Americans  listened  to 
the  economists  who  told  us  we 
could  borrow  and  spend  ourselves 
rich.  The  Germans  and  Japanese 
didn't   listen.    Instead,    they   saved 

Asbby  Bladen  is  <t  financial  consultant  and 
author  of  How  in  Cope  with  the  Develop- 
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selves  into  a  disaster. 

In  the  summer  of  1982  the  near- 
default  of  Mexico  forced  the  Fed  to 
realize  that  the  price  of  continuing 
the  crunch  would  be  not  only  a  do- 
mestic crisis  but  a  worldwide  one  as 
well.  So  it  gave  up  on  trying  to  end 
the  spree  and  flooded  the  market 
with  liquidity.  As  a  result,  the  bor- 
rowing and  spending  in  the  U.S. 
went  through  the  roof.  And,  much 
of  the  credit  was  used  to  finance 
over-leveraged  insane  takeover 
deals  that  have  left  far  too  many 
American  companies'  balance 
sheets  gravely  weakened. 

So,  in  the  end,  ex-chairman 
Volcker's  famous  victory  over  infla- 
tion may  have  been  a  victory  for 
him,  but  for  the  American  people  it 
was  a  disastrous  defeat.  And  since 
the  hope  with  which  I  had  written 
had  been  disappointed,  I  pulled  the 
book  off  the  market.  I  am  now 
working  on  another  book,  tentative- 
ly entitled  Liberty,  Prosperity,  atid 
Bankruptcy,  that  will  try  to  explain 
how  we  once-sensible  Americans 
came  to  believe  the  illusion  that  we 
could  borrow  and  spend  ourselves 
rich,  and  what  we  should  do  about 
the  financial  disaster  that  is  now 
rapidly  developing. 

Many  thoughtful  Forbes  readers 
have  asked  me  how  to  reconcile  my 
oft-repeated  fear  of  bailout-induced 
runaway  inflation  with  my  recom- 
mendation to  stay  liquid.  Are  the 
two  not  mutually  inconsistent?  I 
don't  think  so,  but  I  do  owe  you  a 
clear  explanation.  Here  it  is: 

The  farm  belt  and  the  rust  belt  are 
benefiting  from  the  fall  of  the  dollar, 
but  not  enough  to  keep  the  most 
overleveraged  people,  businesses 
and  financial  institutions  from  being 
forced  to  sell  their  assets  for  whatev- 
er they  will  bring  in  order  to  avoid 
bankruptcy.  President  Reagan  will 
want  to  bail  everybody  out  to  avoid 
going  down  in  history  as  a  second 
Herbert  Hoover,  and  the  candidates 
will  argue  that  they  can  outbail  both 
Reagan  and  one  another. 

But  this  year  the  Democrats  who 
control  Congress  and  smell  victory 
in  the  presidential  election  will  not 
cooperate  with  Reagan,  any  more 
than  their  predecessors  cooperated 
with  Hoover  after  they  won  control 
of  the  House  in  1930.  They  will 
wait  until  their  man  is  in  the  White 
House  to  get  the  credit.  So  during 
the  next  12  months,  not  everybody 
will  get  bailed  out.  Markets  will 
remain  under  pressure.  And  cash 
will  be  king.  ■ 


too 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


True  or  false?  1)  As  the  market  goes  in 
January,  so  it  goes  all  year;  2)  stocks  do 
better  in  January  than  in  other  months. 

A  JANUARY 
STRATEGY 


By  Mark  Hulbert 


Investing  folklore  is  full  of  legends 
about  seasonal  patterns  in  the  stock 
market.  There  are  tales  of  "October 
massacres"  and  "May-June  disaster 
periods"  to  scare  investors  away, 
and  stories  of  "summer  rallies"  and 
"Santa  Claus  rallies"  to  lure  them 
back.  Unfortunately,  most  of  these 
perceived  seasonal  patterns  don't 
actually  exist.  Stocks  indeed  may 
rally  in  the  summer  or  get  massa- 
cred in  October,  as  they  did  in  1987. 
But  these  market  moves  cannot  be 
related  to  the  calendar  month  in  any 
systematic  way. 

January,  however,  is  a  partial  but 
important  exception  to  this  rule. 
The  month  is  associated  with  two 
quite  different  calendar  theories: 
the  "January  Indicator,"  which 
holds  that  the  direction  of  the  mar- 
ket in  the  first  month  of  the  year 
presages  its  direction  in  the  next  11; 
and  the  "January  Effect,"  which 
maintains  that  stocks  are  consis- 
tently strong  in  that  month.  Amaz- 
ingly, one  of  them  is  true. 

To  listen  to  January  Indicator  ad- 
herents, it  is  a  wonderful  exception 
to  the  random  walk  theory  of  stock 
price  movements.  One  newsletter 

Mark  Hulbert  is  the  editor  of  the  Washing- 
ton, DC-based  Hulben  Financial  Digest.  His 
book,  The  Second  Hulbert  Financial  Digest 
Almanac,  will  be  published  in  January. 


editor,  whose  performance  my  Hul- 
bert Financial  Digest  monitors,  has 
written  that  the  January  Indicator 
"sports  an  85%  'guarantee'  that  the 
full  year  will  reflect  the  direction  of 
its  first  month"  and  that  January  is 
particularly  worthwhile  in  alerting 
investors  to  coming  declines:  "It's  a 
great  bear-catcher."  His  fondness 
for  the  Indicator  is  not  unique. 

Unfortunately,  the  Indicator  does 
not  stack  up  to  its  advertising.  Over 
the  past  70  years,  January  correctly 
has  predicted  the  direction  of  the 
ensuing  11  months  45  times,  for  a 
64%  success  rate.  While  this  is  sig- 
nificantly worse  than  its  alleged 
85%  success  rate,  its  record  in  pre- 
dicting down  markets  is  even  less 
impressive  at  50% .  So  much  for  its 
being  a  great  "bear-catcher." 

The  Indicator's  64%  success  rate 
might  still  appear  noteworthy.  But 
the  fact  of  the  matter  is  that  several 
other  months  have  marginally  bet- 
ter success  rates  than  January  in 
predicting  the  ensuing  year.  Why 
endow  January  with  sacred  status? 
In  any  case,  as  Gerald  Perritt,  editor 
of  Investment  Horizons,  has  pointed 
out,  64%  really  is  not  particularly 
good  at  all.  Because  the  stock  mar- 
ket's long-run  trend  has  been  up,  a 
strategy  that  always  predicted  a  ral- 
ly over  the  next  year  would  have  a 
better  success  rate  (72.5%)  than  the 
January  Indicator. 

The  January  Effect,  however,  is  a 
very  different  matter.  For  reasons 
that  researchers  still  cannot  pin- 
point, the  average  stock  has  indeed 
performed  significantly  better  dur- 
ing January  than  in  any  other  month 
of  the  year.  Nearly  one-third  of  the 
average  stock's  gain  during  this  cen- 
tury can  be  accounted  for  by  January 
alone,  some  four  times  more  than 


one  would  expect. 

The  January  Effect  is  a  relatively 
recent  discovery.  One  reason  it  may 
not  have  been  detected  sooner  is 
that  it  is  most  pronounced  for 
stocks  of  companies  with  the  low- 
est market  capitalization,  only  bare- 
ly showing  up  in  studies  looking  at 
blue-chip- weighted  indexes  such  as 
the  Dow  industrials  or  the  S&P  500. 

Nevertheless,  for  at  least  the  last 
decade,  academics  as  well  as  market 
professionals  have  known  about 
this  huge  chink  (or  "anomaly")  in 
the  armor  of  the  random  walk  the- 
ory. In  past  years,  for  example,  Mar- 
tin Zweig  of  the  Zweig  Forecast  has 
regularly  recommended  a  strategy 
to  exploit  the  relative  strength  in 
secondaries  during  January,  such  as 
going  long  in  Value  Line  futures  and 
going  short  in  S&P  futures.  The  Jan- 
uary Effect  has  been  anything  but  a 
secret.  But,  mysteriously,  this  has 
not  led  to  its  disappearance — as  it 
should  have  done  if  the  markets 
were  totally  efficient. 

This  year  the  phenomenon  is  be- 
ing celebrated  in  a  fascinating  new 
book:  The  Incredible  January  Effect — 
The  Stock  Market's  Unsolved  Mystery 
(Dow  Jones-Irwin,  1988),  written 
by  two  professors  of  finance,  Rob- 
ert Haugen  and  Josef  Lakonishok. 
And  after  reviewing  the  range  of 
possible  explanations  for  the  Janu- 
ary Effect's  existence,  such  as  a 
rebound  from  tax-loss  selling  and 
the  psychological  and  institutional 
effects  of  starting  a  new  year,  the 
professors  conclude  that  it  very 
well  may  be  immune  to  overexpo- 
sure and  could  be  around  for  "some 
time  to  come." 

So  while  January  is  a  special 
month  for  investors,  it  is  not  be- 
cause of  its  heralding  habit.  Instead, 
it's  special  because  it  is  the  best 
month  in  which  to  hold  stocks,  es- 
pecially small-cap  stocks. 

Those  wanting  to  invest  accord- 
ing to  this  Effect  in  early  1988  have 
a  number  of  options  open  to  them. 
A  conservative  strategy  would  be  to 
go  long  in  Value  Line  futures  while 
simultaneously  shorting  S&P  500 
futures,  as  Zweig  has  sometimes 
done.  A  more  aggressive  strategy: 
Buy  a  futures  contract  in  an  index 
heavily  weighted  to  smaller  compa- 
nies, such  as  the  Value  Line;  or, 
alternatively,  buy  call  options  on 
the  Value  Line  Index. 

There's  no  guarantee  of  success. 
But  these  are  among  the  few  strate- 
gies during  the  whole  year  that  do 
have  seasonal  odds  in  their  favor.  ■ 
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BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


BUSINESS  SERVICES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00/sq.  ft. 


Modem  technology,  excellent  craftsmanship,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
daid  features  not  found  in  homes  selling  at  twice  the  once 


(stoni& 


•  Fully  Insolstad 

•  Th»r.Tio  Pan*  Window* 

•  C*th*dral  Calling* 

•  Exterior  Oack* 


•  Built-in  Computer  Canter  •  Quality  Conatructlon 

which  allows  tha  home  •  FHA  and  VA  Accepted 

to  perform  many  tunc-  •  Interior  Design 

tlon*  for  the  occupant*  Flexibility 

EAGLES  NEST  HOMES  is  seeking  distnct  representatives  to  establish  retail  sales 
Defined  Territory  No  Real  Estate  License  Required 

Factory  Training  Investment  Secured  by  Model  Home 

Unlimited  Income  Potential 

Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model  home 

Home  may  be  iived  in  or  used  as  an  office. 

Call  Mr.  Farb 

Phone  #  (404)  479-9700 

P0  Drawer  1569,  Canton.  GA  30114-1569 


FINANCIAL  SERVICES 

IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 

FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

LBO 

LEVERAGED  BUYOUT 

FUNDS 

AVAILABLE 

Fost  Approval   •   Brokers  Protected 


TOWERS 

FINANCIAL 

CORPOR  \  I  ION 

\n  mi , , 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  free  information 

23131  VERDUGO  l)kl\  I 
I  AGl  NA  Hit  I  s.  CA  92653-1342 
CALL  1-800-854-3321 


15.000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokeroge  Commission 
inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SEW1CE 
loll  Free  800  327  9630 
J  in  F  la  coll  800  533  4663 


BRIAN  TRACY  LEARNING  SYS- 
TEMS— Join  our  networic  of  hiiihh  paid 
ConsuItailB  I  unlimited  income  potential  i 
offering  popular  audio  and  \  ideo  training 
products  to  corporations,  specializing  in 
llie  area  ol  personal  development  sales 
and  management  Lull  training  and  sup- 
port provided  Investment  required 
Phone  Dale  Halauus  loi  detail!  M 
619-587-1153 


Business  Buyers  Network 


■  Thousands  ol  businesses 

nationwide 
•  Many  with  Owner  financing 
•  No  commissions 
To  buy  or  list  call  toll  FREE 


1-800-223-3589 

In  NC  1-704-686-7354 


OVER  S675. 000.000.00  WORTH 
Of  Business  FOR  SALE        y*ifi£^r 
By  Owners  Nationwide        |  j*- 

SAVE.     No  Brokerage  Fees  ^  Ja^ 
If  you  want  to  List  or  Buy  Call 
Toll  Free  1-800-999-SALE 

GREAT  WESTERN 

BUSINESS  SERVICES,  INC. 

MANY  OFFER  OWNER  FINANCING 


FINANCIAL  SERVICES 


HARD  TO  BORROW? 

Guarantees  No  Loans 

MINIMUM:  $100,000  5-20  YEARS 

THE  FINANCIAL  GUARANTY 

CORPORATION 

USA  (212)  486-2220 


Business  owners: 
Get  paid  overnight! 


We  buy  your  invoices  when  you  bill. 
No  upfront  fee. 

Call  1-800-421-0034 
212-769-3340 


ACCESS  CAPITAL  INC. 


FEDEFtAL  MAILERS  WILL  INCREASE 

YOUR  SALES  IF: 
You  demand  over  1000  "write-in"  leads 
per  month  •  Your  annual  budget  exceeds 
$50K  lor  leads  •  You  want  to  lower 
salesperson  turnover,  increase  morale, 
increase  sales  and  lower  cost  of  acquiring 
a  new  client      (305)  561.9101 


FRANCHISING 


FRANCHISE 


Your  Business. 


FRANCHISE  CONSULTING  GROUP.  INC 

101  Derby  Street   H.ngham   MA  02043 

In  Mass  (617)  740-2211 

Outside  Mass  iBOOl  358  8011 


MISCELLANEOUS  FOR  SAL 

INVESTMENT  GEMSTONi 
GUARANTEED  LIQUIDITY! 

Free  wholesale  catalog    Satisfaction  " 
lor  20  sears'  Member: 

Jewelers  Board  of  Trade 

Chamber  Commerce 

HOUSE  OF  ONYX 

No   One  Main  Street 

Greenville.  Kentucky.  42345 

TOLL  FREE  1-800-626-8352 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month.  Advertising  closing  date  is  one  month  preceding  date  of 
issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  FIFTH  AVENUE  NEW  YORK,  NY  10011 
(212)  620-2440 


FAST  FACTS 

ABOUT  FORBES 
SUBSCRIBERS: 


♦Total  management:  74.7% 
♦Total  paid  circulation:  735,000 


♦Average  household  income:  $162,000 
♦Average  value  of  investment  portfolio:  $899, (Xi 
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COMPUTERS 


REAL  ESTATE 


WINE  CELLARS 


WINE  CELLARS 


Sadie /hack-TANDY 


Our  10th  year  of  DISCOUNTS 

COMPUTERS  &  CELLULAR  PHONES 

Fgl.  Prepaid.  Save  Tax 

Toll  Free  800-231-3680 

■I  mflRYITIRC  INDUSTRIESINC 
22511  Katy  Fwy. 
Kaiy  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


COMPUTER  SOFTWARE 


QUANT  IX  Portfolio  Evaluator 

0  Version.  S  Quantitative  Valuation 
lodels  Cash  Flow.  Diversification. 
'hat-lf  Analysis.  Track  Performance, 
ommlsslons.  Sold  Positions  Down 
iad  Upload  Data  Multiple  Portfolios 
iM  Clones    S69.     (800)  247-6354. 

5900   N.   Port   Washington    Rd.. 
Milwaukee.  Wisconsin  53217 


POSITIONS  AVAILABLE 


PORTFOLIO  MANAGER 

>portunity  for  experienced  person  to 
n  well-established  investment  coun- 
ing  firm  in  Old  Lyme.  Connecticut. 
lure  equity  participation  in  firm  for 
neone  bringing  balanced  account  ex- 
ience  and  existing  accounts  with 
in  We  have  approximately  $200  Mil- 
n  under  management  and  are  making  a 
ijor  marketing  effort  to  add  plan  span- 
's. Please  forward  resume  lo  Dick 
ote.  President.  Connecticut  Invest- 
nl  Management.  Inc..  P.O.  Box  877. 
J  L\  ine,  Connecticut  0637  i . 


BINDERS 


SUP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $7.95; 
three  for  $21.95 

Binders:  $9.95 
three  for  $27.95 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


WRING 


IS  CARING 


A  Unique  Georgian  House 
in  Grosvenor  Square 

LONDON,  ENGLAND 

The  leasehold  is  now  available  for  this 
magnificent  Georgian  property  in  this 
famous  square.  Comprising  10.000 
square  feet  on  over  six  floors.  Ideal  as  a 
head  office  of  a  major  institution,  an 
embassy  or  a  private  residence. 

For  further  information  please  contact 
Nancy  Loeb 

SOTHEBY'S 

INTERNATIONAL  REALTY 

980  Madison  Avenue 

New  York.  NY  10021 

(212)  606-4117  or  Weatherall, 

Green  &  Smith 

7  Curzon  St..  London  W1Y  7FL 

(01)493-5566 


J         MAINE  LEGACY  V. 

950'  of  lakefront  w/25  ac  of  fields  and 
forest.  Mt  views,  mins.  to  skiing,  2  hrs 
to  Boston,  40  mins  to  Portland,  adja- 
cent to  proposed  golf  course.  BEAU- 
TIFUL 4  SEASON  RETREAT.  Year 
round  access  &  subdividable. 
$349,000. 

SONGO  REALTY,  NAPLES 
\  (207)  693-3023  f 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gorgeous 

mountain  land.  Come  visit! 

Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


SALES  DIRECTORIES 


Sales  Prospecting — 
Territory  Planning  Directory 

3,000  largest  US  and  Canadian  organizations, 
corporations,  financials,  governments,  in- 
stitutions; with  address,  phone;  listed  by  size, 
geographic,  alpha,  industry.  Introduction  of- 
fer: $149.50  +  $7.50  s/h.  V/MC.  Avail  disk- 
ette. Thomas  Group  800-426-4549  x300. 


EDUCATIONAL  VIDEOS 

$^     ^t     ^     ^     ^     C 
w     w     w     J)     Cp     O 

Understanding  Money 
Essential  viewing  for  every  exec- 
utive and  employee.  3  VHS 
video  tapes — only  $129.00  post- 
paid. Educational  Video,  1366 
19th   St.   Huntsville,  TX  77340. 

Satisfaction  Guaranteed 


WlNECELLARS-USA 

#1  Seller  •  Original  American  Handmade 

Retail  YourCosr 

440  Bottle  (Pictured) S2495$1495 

700 Bottle  2  French  Doors 34^5     1995 

880  Bottle  Twin  Unit  4495    2795 

220  Bottle  Vertical  1995    1195 

296BottleCreden:a(2door) 2495     1495 

40 Bottle Glassdoor  (not  handmade)  499 

Wood  Construction  •  Oak  Exterior  •  Redwood  Racks 
Modular  wine  racks  from  1  2  to  20,000  bottles.  Request  our  wines 
&  cellar  catalog.  Lifetime  guaranty  on  racks,  5  yr  on  compressor. 

Olympic  Sales  Co.  since  1947 

839S.LaBreaAve.,       Los  Angeles,  C  A  90036      Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221     «     We  Ship  Anywhere. 


EXECUTIVE  GIFTS 


FOR  SALE  theDunkeld 
THE  FINEST     Collection 

COLLECTION  IN 

THE  WORLD 

OF  HARDY  REELS 

Send  IMO/Bank  Draft  £23.75  Sterling 

only  to:  Jess  Miller,  P.O.  Box  1  Birnam, 
Dunkeld,  Perthshire,  PH8  0YA,  Scot- 
land, U.K.  for  sales  catalogue. 

"This  catalogue  is  the  foremost 
publication  in  the  world  on  Hardy 
reels"    James  Booth,  Sotheby's. 


WATCHES 


WALT  DISNEY'S 
COLLECTORS  ITEM 
Authentic  Minnie  Mouse 
watch  by  Bradley  Time 

$49.95 

$2.50  each  postage  &  handling 

other  collectible  watches  available 

TAM's 

25  Fifth  Avenue  (4C) 

New  York,  NY  10003 


SALES  TRAINING 


!■■■■■■■■■! ■■■■■] 


Sales  Presentations 
Training  •  Meetings 


CUSTOM  SLIDESOVERHEADS 

VISUAL  HORIZONS 
ISO  METRO  P»«K 
ROCHESTER N  1    I46?3 
COLOR  CATALOG    |7 1 6|424  5300 


FREE 


CORPORATE  SPECIALTIES 


Embroidered 
Caps 

•  Shirts 
•Jackets 

'  W  ° 

'*  us* 

Call  for  FREE  Catalog 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 
San  Francisco  Embroidery  Works 

3952  Poml  Eden  Way  •  Hayward   CA  94545 


FASHION 


A&hersMk 

MATERNITY  FASHIONS 

atalog  with  swatches  and  fit  guide 
$3  refundable  with  order.  Visit  our 
Stores  in:  AtUnU,  Arlington  Hts.  IL 
Baltimore,  Boston.  Charlotte,  NC  Chi- 
cago, Cleveland,  Costa  Mesa,  CA. 
Dallas,  Denver  Fair  Oaks  MaD,  VA. 
MaU,  VA   Ft.  Lauderdale,  Harris- 
burg,  PA,  W.  Hartford.  CT,  Hous- 
ton. King  of  Prussia,  PA  Los 
Angeles,  Minneapolis 
New  Orleans.  New  York, 
Philadelphia.  Pittsburgh. 
St.  Louis.  San  Diego   San 
Francisco,  Stamford,  CT, 
Stanford.  CA   Washing- 

toa  D.C,  Telephone 
215-625-0151    1309 
Noble  Street.  5th 
Fir..  Dept,    F08A 
Phila.,  PA.  19123, 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 

at^^    J  °      7>k 

We'll  narrow  your  closet 

k    classics  to  a  stylish  3  Vfe"|or 

M              OOaW 

%  state  width}  Great  oirth- 

1         JJ3#P° 

1         day  or  Christmas  gift 

m       qJKjooc 

U  Send  S 1 3  50  for  each  set 

%   qMo  o  o  o  ■ 
%aTo  ooo    A 

of  3  ties  to 

W     OQ'"    .M 
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rorbes:  Capitalist  Tool 


®    REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


Your  cable  TV  subscription 

can  be  tax  deductible 

ifyouuseFNN 

to  track  your  portfolio. 
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Consult  your  tax  advisor  now  for  speci- 
fics on  how  FNN  can  save  you  money.  But 
you  don't  have  to  ask  how  FNN  can  help 
you  make  money.  Just  tune  in  on  your  cable 
TV  channel  and  see  live  stock,  option,  bond 
and  futures  prices;  get  market  and  business 
insights  from  the  professionals  and  contin- 
uous updates  on  business  and  financial 
news  every  business  day. 

And  there's  more.  Every  weekday 
morning,  you  can  follow  trading  on  the 
London  Stock  Exchange  on  FNN's  exclusive 
continuous  ticker.  Plus,  live  updates  from 
Other  global  markets  on  FNN's  interna- 
tional morning  programs. 

That's  not  all.  You  can  even  track  your 


portfolio  by  turning  your  personal  com- 
puter into  a  real-time  quote  machine.  DBC/ 
Market  Watch SM  Service,  from  FNN's  Data 
Broadcasting  Corporation,  supplies  real- 
time stock,  option  and  index  prices 
encoded  within  your  FNN  cable  signal.  You 
can  get  instant  access  to  all  American  secu- 
rities prices  for  as  little  as  $44  per  month 
which  can  also  be  tax  deductible. 

Find  out  how  DBC/Market  WatchSM  Services 
can  work  for  you  by  calling  1-800-322-9933. 

Get  the  most  out  of  your  television. 
Watch  cable  TV  and  make  it  pay  for  you. 
For  more  information  about  subscribing  to 
FNN  on  cable  television,  call  your  local 
cable  operator. 
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Financial  News  Network 


As  inside 

as  you  can  get. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  January  15,  1928) 

"Not  one  candidate  [for  the  presiden- 
cy] now  prominently  mentioned,  ei- 
ther Republican  or  Democratic,  need 
be  regarded  as  other  than  'safe  and 
sane.'  At  this  stage  confidence  pre- 
vails in  eastern  financial  circles  that 
the  next  Administration  will  be  Re- 
publican. It  is  felt  that  Governor  Smith 
would  wage  a  real  fight,  but  those  who 
think  he  stands  some  chance  of  being 
elected  take  the  view  that  his  advent 
in  the  White  House  would  not  serious- 
ly unbalance  business." 


The  1928  Auburn  sedan  (above)  had 
'akish  lines,  but  the  Chevy  short  cabriolet 
'below)  with  rumble  seat  was  the  sensa- 
tion of  that  year's  auto  show 


'It  continues  to  be  exceedingly  diffi- 
cult to  get  any  very  definite  or  author- 
tative  news  on  what  is  going  on  in 
he  various  far-removed  sectors  of 
his  nation.  After  Shanghai  reports 
lad  confirmed  the  capture  and  burn- 
ng  of  Canton  by  the  so-called  'red' 
orces  of  the  Revolution,  the  news 
vas  followed  a  few  days  later  by  word 
hat  Nanking  headquarters  of  the  Na- 
ionalist  movement  have  broken  all 
elations,  diplomatic  and  commer- 
:ial,  with  Moscow." 

fifty  years  ago 

From  the  issue  of  January  15,  1938) 

'Congress  opens  as  President  Roose- 
elt  delivers  unexpectedly  mild  mes- 
age,  still  denouncing  the  'chiseling 
0%,'  calling  for  federal  wages  and 
tours  control,  but  asking  cooperation 
rorn  business,  hitting  labor  strife  and 
oo-high   wage   rates,    especially   in 


building  industry.  Nevertheless,  bitter 
attacks  on  business  previously  deliv- 
ered by  Administration  officials  tem- 
per business  satisfaction.  .  .  .  Mean- 
while, federal  government  announces 
new  budget  of  $7  billion,  meaning 
deficit  of  at  least  $1  billion.  .  .  ." 

"The  shipbuilding  industry  is  at  a  16- 
year  peak.  Construction  now  under 
way,  including  both  merchant  and  na- 
val, aggregates  573,489  tons.  With  the 
large  replacement  program  of  mer- 
chant ship  construction  definitely  be- 
gun, and  with  a  considerably  ampli- 
fied naval  program  being  contemplat- 
ed, the  marine  industry  faces  very 
bright  prospects." 

"More  than  11  million  workers  in  21 
states  and  the  District  of  Columbia 
became  eligible  on  Jan.  1  to  draw  un- 
employment benefits  from  trust  funds 
estimated  to  total  about  $350  million. 
Most  of  the  remaining  states  will  be- 
gin paying  benefits  by  Jan.  1,  1939." 

Twenty-five  years  ago 

(From  the  issue  of  January  15,  1963) 

"For  the  nation's  savings  institutions 
the  recipe  was  simple.  Take  one  ripe 
economy,  blend  with  rising  interest 
rates,  season  with  a  stock  market  set- 
back, and  let  simmer  for  12  months  in 
its  own  juice.  The  mouth-watering 
result:  the  most  sumptuous  savings 
feast  on  record.  By  the  end  of  the  third 
quarter  of  1962,  savings  gains  by  the 
nation's  banks  and  savings  and  loan 
associations  had  completely  out- 
stripped the  previous  record  $18.4  bil- 
lion increase  for  all  of  1961.  When  the 
final  results  are  in,  the  total  increase 
in  savings  deposits  for  1962  could  ex- 
ceed $25  billion." 

"In  its  big  soft-drink  marketing  battle 
with  Pepsi-Cola,  Coca-Cola  Co.  has 
won  few  rounds  in  the  past  ten  years. 
In  that  time,  Pepsi  has  doubled  its 
share  of  the  U.S.  cola  drink  market  to 
31%;  Coke's  share  has  skidded  from 
69%  to  52%.  Last  month,  though,  it 
looked  as  though  Coke  had  won  the 
annual  sweepstakes  from  its  arch  ri- 
val. On  sales,  the  two  companies 
squared  off  with  8%  increases  (Coke's 
rising  to  $575  million).  But  from  that 
point  on,  Coke  fizzed  the  loudest.  Its 
profit  gain  (of  8%,  to  $3.30  a  share) 
doubled  Pepsi's  gain;  and  Coke  gained 
a  point  or  so  in  market  share  versus 
no  gain  for  Pepsi." 


"Canadians  apparently  do  more  talk- 
ing by  telephone  than  anyone  else  in 
the  world — but  only  a  little  more  than 
Americans  do.  American  Telephone 
&  Telegraph  Co.,  whose  business  it  is 
to  know  about  such  things,  reports 
that  in  1961  Canadians  placed  exact- 
ly 551.6  phone  calls  per  person. 
Americans,  529.7.  Icelanders,  of  all 
people,  were  third  with  487.3  calls 
per  inhabitant." 

Ten  years  ago 

(From  the  issue  of  January  23,  1978) 

"Money  market  funds — portfolios  of 
cash  equivalents  like  Treasury  bills — 
have  prospered  even  beyond  the 
dreams  of  the  companies  that  founded 
them  a  few  years  ago  during  the  days  of 
double-digit  interest.  When  rates  went 
down,  everyone  expected  them  to  fade 
away.  .  .  .  Yet,  though  average  yields 
have  fallen — from  1 1  %  in  mid- 1 975  to 
6% — the  money  market  funds  are 
thriving.  Today,  two  score  are  worth 
about  $3.5  billion." 


British  gold  sovereign  given  during 
World  War  II  to  pilots,  paratroopers,  etc., 
for  use  behind  enemy  lines 

"Navy  housekeepers  have  discovered 
that  they  own  a  hoard  of  15,000  gold 
coins,  20-shilling  British  sovereigns 
and  20-franc  French  Napoleons,  with 
an  estimated  market  value  of  about 
$600,000.  The  coins,  none  of  which 
has  been  minted  for  many  years,  origi- 
nally were  used  in  World  War  II  'es- 
cape and  evasion'  kits  [for]  behind- 
the-lines  operatives.  ..." 

"Anybody  can  buy  General  Motors  or 
IBM  [stock],  but  if  you're  going  to  get 
rich  you  can't  worry  about  making 
money.  You've  got  to  try  to  accomplish 
something.  That's  really  all  I've  done." 
— Entrepreneur  Jack  Massey 
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In  this  commonplace  world 
every  one  is  said  to  be 
romantic  who  either  admires 
a  finer  thing  or  does  one. 
Alexander  Pope 


The  virtues  and  the  vices 
are  all  put  in  motion 
by  interest. 
La  Rochefoucauld 


One  will  not  go  too  far  wrong 
if  one  attributes  extreme  actions 
to  vanity,  average  ones  to  habit, 
and  petty  ones  to  fear. 
Friedrich  Nietzsche 


I've  met  a  few  people  in  my 
time  who  were  enthusiastic 
about  hard  work.  And  it  was 
just  my  luck  that  all  of  them 
happened  to  be  men  I  was 
working  for  at  the  time. 
Bill  Gold 


Men  are  not  against  you; 
they  are  merely 
for  themselves. 
Gene  Fowler 


What  other  people  do 

we  always  feel  we  could  do  better. 

Unfortunately  we  do  not  have 

the  same  feeling  about  what 

we  ourselves  do. 

E.M.  Cioran 


Nelson  would  have  been  afraid 
of  ten  thousand  fleas,  but 
a  Ilea  wouldn't  be  afraid 
of  ten  thousand  Nelsons. 
Mark  Twain 


Glory  consists  of  two  parts: 
the  one  in  setting  too  great 
a  value  upon  ourselves,  and 
the  other  in  setting  too 
little  a  value  upon  others. 
Michel  de  Montaigne 


Nothing  is  more  characteristic 
oi  a  man  than  the  manner  in 
which  he  behaves  toward  fools. 
Henri  Frederic  Amiel 


Thoughts 

on  the  Business  of  Life 


How  many  employers  could  profit  by 
taking  a  leaf  out  of  Edison's  book 
and  exerting  themselves  to  make 
the  work  of  their  employees  as 
interesting  as  it  is  possible  to 
make  it?  Is  it  not  the  sad  truth 
that  most  employers  do  not  gh  e 
a  thought  to  investing  the  tasks 
of  their  workers  with  interest  and 
romance?  No  effort  has  been  made 
to  preset  it,  either  by  the  spoken 
or  written  word  or  by  moving 
pictures,  the  romance  which  enters 
into  virtually  any  product,  no 
matter  how  commonplace. 
B.C.  Forbes 


Without  adventure  civilization 

is  in  full  decline. 

Alfred  North  Whitehead 


Men  fall  into  a  routine  when 
they  are  tired  and  sick:  it  has 
all  the  appearance  of  activity 
with  few  of  its  burdens. 
Walter  Lippmann 


Discourse  on  virtue  and  they 
pass  by  in  droves,  whistle 
and  dance  the  shimmy,  and 
you've  got  an  audience. 
Diogenes  of  Sinope 


Every  man  without  passions  has 
within  him  no  principle  of 
action,  nor  motive  to  act. 
Claude  Helvetius 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subiect,  are  available  in  a  two- 
volume  boxed  set  at  S3 1  95  {$18. SO  per  vol- 
ume if  purchased  separately )  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc. .  60  Fifth  A  ve. .  New  York, 
NY.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  \t  aUs  where  applicable. 


A  loafer  never  works  except  when 
there  is  a  fire;  then  he  will 
carry  out  more  furniture 
than  anybody. 
Ed  Howe 


How  to  teach  a  barren  world 
to  dance?  It  is  a  contradiction 
that  divides  the  world. 
Alice  Walker 


To  know  when  one's  self  is 
interested,  is  the  first  condition 
of  interesting  other  people. 
Walter  Pater 


An  adventure  is  only  an 

inconvenience,  rightly 

considered. 

G.K.  Chesterton 


You'd  be  surprised  how  hard 
it  can  often  be  to  translate 
an  action  into  an  idea. 
Karl  Kraus 


Habit  is  a  great  deadener. 
Samuel  Beckett 


A  Text . . . 

Behold,  I  send  you  forth  as 
sheep  in  the  midst  of  wolves: 
he  ye  therefore  wise  as 
serpents,  and  harmless 
as  doves. 
Matthew  10:16 


Sent  in  by  William  Brown,  Kansas  City, 
Mo.  What's  your  favonte  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


The  minute  a  man  is  convinced 
that  he  is  interesting, 
he  isn't. 
Stephen  Leacock 


They  sicken  of  the  calm, 
who  know  the  storm. 
Dorothy  Parker 
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THERE'S  MORE  TO  A  GREAT  At  RCA,  we  believe  the  quality  of  your  current  TV 

TV/TU  AM  IV/ICCTC  TUC  C\/C  is  lDest  testec^  w't,_1  vour  eyes  closed.  And  your 

IV  I  MAIN  IVIbblo  I  He  bib.  ears  open. 

Listen  for  sounds  with  the  impact  of  life.  For  music  with  the  power  and  clarity  to  move  you. 

Ifs  the  kind  of  audio  performance  you  can  count  on  from  RCA's  new  stereo  TVs.  So  when 
you  open  your  eyes  to  our  brilliant  color  picture,  the  result  is  a  high-powered  sight  and 
sound  experience  that  you  don't  just  watch.  You  feel. 

For  more  information,  write  to  RCA-D1,  P.O.  Box  7036,  In- 
dianapolis, IN  46207-7036.  Or,  to  experience  it  yourself,  ask 
your  nearest  RCA  dealer  for  a  demonstration.  When  it  comes 
to  our  new  stereo  TVs,  we're  all  ears. 


RC/1 

THE  MOST  TRUSTED  NAME 
IN  ELECTRONICS™ 


c  1987  RCA  Corp 
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nely,  the  Subaru  Wagon, 
the  U  1  import  wagon  in  Ameru 

You  see.  every  Subaru  Wagon 
comes  v  i  gripping  front 

Oi  the  option  of  either 


an  "On  Demand'""  or  full  time  four 
wheel  drive  system  for  a  greater 
measure  of  safety  and  traction. 

What's  more,  Subaru  has  a 
proven  record  of  reliability,  dura- 


bility and  customer  satisfaction.*11 

Which  means  the  Subaru 
Wagon  isn't  just  safe  on    -r?^ 
the  road,  it's  safe  down  JzZ^lrj 
the  road. 


20»i  AMJVEBSMW 


We  built  our  reputation  by  building  a  better  car. 

*  Basad  on  D«cembe<  (986  Rl  Polk  and  Company  Oata   *  J  D  Po*er  and  Associates  Customs  Satisfaction  index  i 98 i    1986 
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AHEAD?  IS  BULLISH 
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invented  the  airplane!' 
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invented  the  airline! 

Itx.m 

Airlines,  like  human  beings,  benefit  much  from  sea- 
soning. And  KLM  is  the  ultimate  case  in  point. 

Almost  seven  decades  ago,  KLM  launched  the  first 
regularly  scheduled  airline  flight  (carrying  two  passengers 
and  a  bundle  of  newspapers). 

Today  we  fly  to  more  cities  in  Europe,  Africa  and  the 
Mideast  than  all  U.S.  airlines  combined. 

Our  Amsterdam  hub  has  been  judged  the  world  s  best 
H>rt  by  international  travelers  for  five  straight  years. 


And  our  peers  think  so  highly  of  our  service  that 
over  forty  otherairlines  choose  KLM  to  train  their  flight 
crews  and  service  their  aircraft. 

All  of  which  is  proof  that,  like  people,  airlines  don't 
get  older;  they  get  better.  But  judge  for  yourself.Call  vour 
travel  agent  or  KLM  Royal  Dutch  Airlines.  m^±^ 
The  airline  of  the  seasoned  traveler  mmm 

The  Reliable  Airline  KLM 

Royal  Dutch  AirliWMM 

_1 


Nissan  300ZX 


Both  of  these  Z's  are  engineered  to 
getyouhomefomworkiaster. 


Minolta  570Z 


The  Z  at  the  top  has  electronic  fuel  injection  and  goes  from 
-)  to  60  in  seven  seconds. 

,3ut  the  Z  at  the  bottom  has  electronic  image  repositioning 
1  lets  you  edit  a  document  without  the  time-consuming 
"  'ting  and  pasting."  An  automatic  duplexing  unit  for  quick 
t1  -sided  copies.  And  wide-zoom  capability  for  reductions  and 
e  Tgements. 

There's  even  a  2,000-sheet  cassette  so  you  don't  have  to  fill  up 
n  :h  between  runs. 

*  I  Minolta  Corporation 


Well,  if  our  570Z  sounds  like  your  kind  of  machine,  call 
1-800-USA-DIAL,  ext.  777  for  more  information.  Or,  stop  by 
your  local  Minolta  dealer. 

Where  you'll  find  that  our  Z  goes  from  zero  to  60  copies  in 
90  seconds. 

(Not  bad  for  a  copier.) 


ZOOM  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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Banks  can't  afford  to  give  customers 
the  same  old  line. 


No  one  likes  to  be  kept  waiting. 

\\  hich  i>  win.  at  IBM.  we  spend  so  much  time  helping  businesses  find  ways  to 
do  things  Taster. 

\\  hen  New  York's  Dollar  Dry  Dock  Bank  needed  to  speed  up  customer  servick 
the\  called  IBM  for  advanced  banking  technology 

I  )ollar  I  fry  I  )ock  planned  to  create  hanks  of  the  future:  financial  centers  wb 
customers  could  do  more  with  their  money,  and  spend  less  time  doing  it. 

Working  with  Dollar  Dry  Dock.  IBM  hanking  experts  helped  put  together  tb 
hardware,  software,  sen  ice  and  support  needed  lor  this  new  concept  in  banking. 

Ibday,  in  addition  to  traditional  hanking.  Dollar  Dry  Dock  offers  insurance, 


THE  EDITORIAL  INDEX  OF 
COMPANIES  REFERRED  TO  IN  THIS 
ISSUE  IS  ON  PAGES  132  AND  133. 


COVER  STORY 

77    Campaign  '88:    Get   Ready  For 
"Selective  Reality" 

By  Allan  Dodds  Frank 
Charlton  Heston  and  Clint  Eastwood 
were  ready  to  respond  to  Gregory 
Peck's  attacks  on  Judge  Bork.  Why 
didn't  the  White  House  use  them? 
Doesn't  it  know  that  politics  and 
show  business  are  merging? 

COMPANIES 

37  Shaw  Industries 

By  Kerry  Hannon 

Robert  Shaw's  carpet  company  is  fair- 
ly young — but  it  has  double  the  reve- 
nues of  its  nearest  competitor. 

38  Hilton  Hotels 

By  John  Heins 

It  may  look  like  a  raider's  delight.  But 

don't  underestimate  Barron  Hilton. 


44     NCNB  Corp. 

By  John  Taylor 

Hugh  McColl  has  done  a  terrific  job  of 
building  this  bank.  But  a  soothing 
spokesman  he  is  not. 

46    Hallmark  Cards 

By  Steve  Weiner 

How  is  the  company  coping  with  a 
strong  challenge  from  smaller,  more 
creative  rivals? 

52    Sallie  Mae 

By  Janet  Novack 

Look,  Ma,  no  risk:   A  well-hedged, 

government-guaranteed  portfolio. 

59    The  Up  &  Comers:  I,  Berlusconi 

By  Tatiana  Pouschine 
Meet  Silvio  Berlusconi — who  figured 
out  that  European  audiences  like  the 
same  TV  fare  as  Americans. 

INTERNATIONAL 

36     Enjoy!  Enjoy! 

By  Andrew  Tanzer 

Spend  more,  the  U.S.  urges  Japan.  The 
Japanese  are  responding,  but  in  ways 
that  do  the  U.S.  little  good.  They  are 
gorging  on  gold,  diamonds,  jewelry. 


84     Immigration  Law 

By  Hesh  Kestin 

Congress'  solution  to  a  travesty:  A 

new  law  that  is  even  worse. 

LABOR 

48    Money  For  Nothing 

By  Richard  Greene 

To  fight  malingerers,  is  the  carrot  bet- 
ter than  the  stick?  Ask  GM,  which 
found  out  the  hard  way. 

PERSONALITIES 

40    T.  Boone  Pickens 

By  William  P.  Barrett 

Time  was  when  corporate  chieftains 

blanched  at  his  very  name.  Today  he 

doesn't  even  get  his  way  in  his  little 

hometown. 

INVESTING 

34     Retirement  Center  Bonds 

By  Matthew  Schifrin 

Congress  gave  a  tax  break  to  develop- 
ers of  retirement  communities.  Some 
break.  It  has  left  senior  citizens  in 
bankrupt  projects,  and  bond  buyers 
deeply  underwater. 
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mortgages,  brokerage  lor  stocks,  bonds  and  mutual  funds,  even  travel  service— in 
short,  they're  financial  department  stores. 

IBM  computers  and  automated  teller  machines  handle  routine  transactions 
quickly,  so  hank  employees  have  time  for  more  personal  service.  And  lines  are 
shorter,  often  nonexistent. 

According  to  I  )ollar  I  )rv  1  )ock  Chairman  Robert  Steele,  "In  its  first  month  as  a 
Financial  (  enter,  one  branch  had  an  increase  in  cheeking  accounts  of  150%.  And  in 
the  lirst  year,  mortgage  activity  jumped  over  200%!' 

As  you  can  see.  I  )ollar  I  )rv  I  )ock*s  bold  venture  is  beginning  to  pay  off.  It's  also 
eas)  toseewh)  the\  banked  on  1BM.===^=  =» 
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55    The  Formula  And  The  Crash 

By  Allan  Sloan 

and  Richard  L.  Stern 

What  happens  when  perfectly  good 

academic  theory  is  converted  into  a 

magic  formula. 


81  The  Money  Men:  A  Talk  With 
John  Templeton 

By  Thomas  J  off e 

Are  we  in  a  bear  market?  Yes,  says 
this  venerable  investor,  but  the  next 
bull  market  is  going  to  beat  any  that 
has  gone  before. 

1 14    The  Funds:  Spreading  The  Faith 

By  Ruth  Simon 

You  can  buy  a  Third  World  fund  ei- 
ther to  propagate  capitalism  or  to  get 
rich.  Either  way  you  may  be  disillu- 
sioned by  the  results. 


116    Statistical  Spotlight: 
Bargains — If 

3y  Steve  Kichen 

These  stocks  are  bargains — if  they 
iive  up  to  their  earnings  forecasts  or 
^ven  come  fairly  close. 


130    Streetwalker 

Mexico's  debt  troubles  make  an  inter- 
esting case  for  European  bank  stocks. 
Also:  The  One  Bancorp;  George  Banta 
Co.;  Duff  &  Phelps  Selected  Utilities 
Fund;  the  British  case  for  U.S.  stocks; 
Ferro  Corp. 
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86    Lemon  Laws 

By  Deirdre  Fanning 

Protecting  the  rights  of  car  buyers 
seemed  like  a  good  idea  when  con- 
sumer legislation  started  to  spread  in 
the  mid-Seventies.  But  when  is  a  bad 
car  a  lemon? 
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87     Case  Study:  Pyrex 

By  Toni  Mack 

Why  are  so  many  products  badly  de- 
signed? Sometimes  the  product  de- 
signers themselves  don't  know  that 
there's  a  problem  until  they  are  forced 
to  make  a  change. 
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By  Gary  Slutsker 

The  explosive  growth  in  compact 
disks  as  information  banks.  Also:  The 
factory  in  your  office. 
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96     Golf  With  A  Shotgun 

By  John  Frederick  Walker 
You  don't  have  to  be  a  bird  killer  to 
enjoy  shooting:  Clay  pigeons  are  get- 
ting smarter  all  the  time.  Also:  Absen- 
tee ballots;  the  upcoming  auction  of 
the  Warhol  collection;  and  Sotheby's 
Art  Market  Trends. 
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103  A  Techno-Innovator 

By  Kathleen  K.  Wiegner 
Innovation  may  look  simple  in  retro- 
spect, but  the  journey  can  be  long  and 
hard.  Case  in  point:  Ted  Smith's  suc- 
cess in  document-imaging. 
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Washington  goes  to  Hollywood 

For  a  star-worshiper  it 
might  have  been  a  dream 
job,  but  for  veteran  editor 
Allan  Dodds  Frank  it  was 
just  another  tough  assign- 
ment. We  sent  Frank  to 
Los  Angeles  and  vicinity 
to  report  on  the  growing 
part  Hollywood  is  playing 
in  American  politics.  In 
the  course  of  his  research 
Frank  discovered  that 
most  of  the  stars  are  more 
than  willing  to  sound  off 
about  Central  America, 
abortion  and  AIDS.  Most 
talked  openly  about  their 
politics,   but  a  few  gave 


v  V 


Actress  Sally  Field  with 
Governor  Miclxiel  Dukakis 


Frank  the  brush,  none  more  bluntly  than  Gary  Hart  activist 
Warren  Beatty.  Beatty:  "As  Averell  Harriman  said  when  he 
declined  the  part  I  offered  him  in  Reds.  'Thanks  very  much,  but 
frankly  old  chap,  I  don't  see  what's  in  it  for  me.'  " 

Gregory  Peck  responded  in  a  letter:  "Finally,  I  hope  that 
actors  and  anchorpersons  with  blow-dried  hair  will  not  have  an 
increasingly  important  political  role  to  play  in  election  cam- 
paigns." What  about  Peck's  own  blow-dried  role  in  keeping 
Judge  Bork  off  the  Supreme  Court?  Peck:  "No  apologies."  Charl- 
ton Heston  talked  with  Frank  by  phone  from  London  where  he 
was  starring  in  A  Man  for  All  Seasons.  Heston  summed  up  the 
situation  neatly:  "Filmmakers  with  public  faces  now  pontifi- 
cate readily  in  all  media  (without,  it  must  be  said,  adding 
significantly  to  the  advance  of  knowledge),  though  their  pro- 
nouncements often  have  visible  public  effect."  "Campaign  '88: 
Get  ready  for  'selective  reality'  "  starts  on  page  77. 

"The  old  analyses  will  not  suffice" 

Comes  a  letter  from  Jonathan  L.  Alperin,  professor  of  mathe- 
matics at  the  University  of  Chicago.  Professor  Alperin  makes  a 
splendid  point  about  portfolio  insurance  and  program  trading.  I 
quote  him: 

"Without  [portfolio  insurance)  the  market  would  have  topped 
at  2300,  and  without  (program  trading]  it  would  have  bottomed 
at  2000,  and  we  would  be  speaking  of  a  healthy  15%  correction 
on  the  way  to  another  leg  in  the  bull  market.  Something  new 
has  occurred,  another  impact  of  the  computer,  and  the  old 
analyses  will  not  suffice." 

Professor  Alperin  writes  with  clarity  and  precision.  Indeed, 
the  old  analyses  do  not  suffice.  You  cannot  explain  Oct.  19th's 
horrendous  swing  simply  in  traditional  economic  and  financial 
terms.  In  the  article  starting  on  page  55,  Allan  Sloan  and 
Richard  Stern  confirm  Alperin's  point  that  computerized  trad- 
ing strategies  may  not  have  "caused"  the  Oct.  19  crash,  but  they 
did  account  for  its  severity.  The  magnitude  of  the  crash  was  the 
result  not  of  anything  in  the  economy  or  in  politics  but  of  a 
change  in  the  internal  workings  of  the  stock  market.  Professor, 
Alperin  quantifies  the  damage:  A  300-point  swing  magnified 
into  a  900-point  swing.  Our  article  explains  how  it  happened. 
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Editor 
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Before  that  top  coat  of  paint  goes  on, 
bre  are  19  other  exterior  finishing  steps, 
ierythingfrom  a  layer  of  zinc  phos- 
:iates  to  a  PVC  undercoating. 

Then  each  of  the  four  coats  of  paint  is 
red  in  separate,  slow-bake  cycles. 

Admittedly,  23  steps  takes  longer 
it  the  result  is  a  longer  lasting  finish.With 
exceptional  depth  of  luster 

This  adamant  attention  to  detail  is 
jnd  throughout  every  phase  of  the 
-upe's  construction.  Which  makes  it  one 
the  finest  performance  automobiles 

American  Honda  Motor  Co..  inc  Acura  and  Legend  are  trademarks  of  Honda  Motor  Co .  Ltd 
We  on  LLS  versions  * 


you  can  drive.  And  if  you  choose  to  sit  in  a 
leather  trimmed  interior*while  doing  that 
driving,  so  much  the  better 

Call  1-800-TO-ACURA  for  the  dealer 
nearest  you. 


ACURA 

PRECISION  CRAFTED  PERFORMANCE 
A  division  of  American  Honda  Motor  Co.,  Inc. 
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Cote  de 
Fraud 

Nov.  2,  1987 


Hundreds  of  boiler  rooms  in  Or- 
ange County,  Calif,  have  stolen 
at  least  $1  billion  from  investors 
around  the  U.S.  by  pushing  precious 
metals,  gems,  coins  and  limited  part- 
nerships for  everything  from  oil  de- 
velopment to  artichoke  farms,  Forbes 
reported  last  fall.  Local  investigators 
charged,  for  example,  that  World  Eq- 
uity Mint  sold  bogus  precious  metals 
contracts  to  5,000  people  for  $30  mil- 
lion to  $50  million.  We  noted  that  the 
fraud  squad  was  trying  to  limit  the 
damage,  but  that  crooks  were  usually 
better  financed  and  quicker. 

The  area  is  still  a  haven  for  crooks, 
but  largely  because  of  the  Forbes  ex- 
pose and  interest  we  stirred  elsewhere 
in  the  media,  investigative  staffs  have 
been  beefed  up.  The  Orange  County 
District  Attorney's  office,  for  exam- 
ple, which  formerly  had  a  staff  of  only 
three  working  on  boiler  room  fraud, 
has  added  two  hands  and  may  soon 
add  another.  The  Postal  Service  there 
has  added  one  man  to  its  four-man 
fraud  squad  since  November. 

Meanwhile,  investigators  are  mak- 
ing some  progress  with  their  assault 
on  crime.  In  late  November  a  federal 
grand  jury  indicted  Matthew  Valen- 
tine, the  son  of  Pennzoil  Group  Vice 
President  Richard  A.  Valentine,  and 
five  of  his  associates  on  32  counts  of 
mail  fraud  and  interstate  transporta- 
tion of  stolen  property  for  his  involve- 
ment with  Intech,  a  boiler  room  that 
allegedly  stole  $2  million  from  inves- 
tors. One  defendant,  Mark  Rattet,  has 
already  agreed  to  plead  guilty  to  mail 
and  wire  fraud.  The  trial  for  the  others 
is  scheduled  for  February. 

Though  Intech  was  a  relatively 
small  operation,  investigators  charge 
that  Valentine  was  involved  in  at 
lc.ist  16  other  boiler  rooms  that  raked 
in  perhaps  $55  million  from  unsus- 
pecting suckers.  Key  among  them  was 
Woild  Equity  Mint,  against  which  in- 
vestigators expect  an  indictment 
soon.  Valentine,  who  allegedly  put 
out  a  contract  on  the  life  of  Orange 
County  fraud  investigator  Larry  Lam- 
bert, is  being  held  without  bail. 


On  another  front,  two  con  artists 
involved  in  the  $60  million  Capital 
Trust  scam,  Raymond  Girard  and 
Freddie  (The  Squirrel)  Terrazas,  were 
sentenced  last  month  to  six  and  ten 
years,  respectively,  for  their  roles  in  a 
gem  fraud. 

Our  first  conclusion  still  holds, 
however:  When  a  stranger  calls  with  a 
sure  deal,  hang  up. — Alyssa  A.  Lappen 


No 
forgiveness 

Aug.  12,  1985 


billion  (sales)  company  by  1986.  Tan 
don's  sales  in  the  first  nine  months  of 
1987  were  only  $258  million— $90.6 
million  of  that  from  the  drive  busi- 
ness Tandon  is  selling.  The  value  ol 
Jugi  Tandon's  remaining  4.5  million 
Tandon  shares  (8%  of  the  total  outi 
standing)  has  dwindled  from  $157 
million  to  $8.9  million  as  the  stock 
fell  from  a  high  of  35  in  1983  to  undei 
$2  recently.— Kathleen  K.  Wiegner 


Back  from 
the  dead 

Sept.  8,  1986 


The  high-technology  market  can  be 
cruelly  unforgiving.  Consider  the 
case  of  Chatsworth,  Calif. -based  Tan- 
don Corp.,  once  the  preeminent  U.S. 
supplier  of  floppy  disk  drives,  and  one 
of  the  darlings  of  the  entrepreneurial 
world.  In  1984  Tandon's  earnings 
peaked  at  $29  million  on  sales  of 
$400.8  million— 80%  of  those  sales  in 
floppy  drives.  But  as  Forbes  pointed 
out,  Tandon  had  not  responded  quick- 
ly enough  to  the  growing  market  de- 
mand for  hard  disk  drives,  which 
would  cut  sales  of  floppy  drives. 

Too  true.  Tandon  stopped  making 
floppy  drives,  but  it  failed  to  woo  any 
big-volume  customers  for  hard  disk 
drives.  Last  April  Tandon  founder  Sir- 
jang  Lai  (Jugi)  Tandon  insisted  that 
the  company  would  not  exit  the  hard 
disk  drive  business.  But  last  month, 
strapped  for  cash,  he  agreed  to  sell 
Tandon's  hard  disk  business  to  West- 
ern Digital  Corp.  for  about  $40  mil- 
lion. By  then,  Tandon's  market  share 
in  the  low  end  of  the  hard  disk  drive 
business  was  probably  less  than  10%. 

Tandon  now  makes  IBM-compati- 
ble personal  computers,  a  market  it 
entered  in  1985  expecting  to  enjoy  a 
cost  advantage  because  it  made  its 
own  drives.  Through  September, 
computers  accounted  for  65%  of  Tan- 
don's sales,  but  seem  unlikely  to  re- 
store Tandon  to  glory.  Tandon's  esti- 
mated share  in  the  competitive  world 
market  is  less  than  1%.  Of  four  IBM 
managers  Tandon  recruited  to  run  the 
business,  three  are  gone — including 
former  IBM  manager  Dan  Wilkie, 
who  resigned  as  president  in  August. 

Only  a  few  years  ago  lugi  Tandon 
predicted  that  Tandon  would  be  a  $1 


Strained  by  $22-per-hour  labor 
costs  and  the  problems  of  negoti 
ating  work  rules  with  13  unions,  At 
lantic  Richfield  was  forced  to  shu 
down  its  old  Anaconda  copper  mini 
in  Butte,  Mont.  But  when  Denni: 
Washington's  Washington  Corp 
bought  the  operation  two  years  ago 
Forbes  thought  the  outfit,  renamec 
Montana  Resources  Inc.,  would  d( 
well.  Management  had  ducked  th( 
unions  and  was  paying  workers  onh, 
$13  an  hour  in  wages  and  benefits. 

Today  Montana  Resources  is  pro 
ducing  copper  for  only  about  57  cent! 
per  pound,  one  of  the  lowest  prices  ir 
the  U.S.  With  copper  prices  now  $  1 .4( 
per  pound,  compared  with  60  cent! 
per  pound  in  mid- 1986,  MRI  has  in 
deed  come  back  from  the  dead. 

Last  year  the  operation  mined  onh 
70  million  pounds  or  so,  but  sold  tha 
concentrate  for  an  average  of  85  cent, 
per  pound.  Together  with  profits  fron 
8  million  pounds  of  molybdenum  ani 
430,000  ounces  of  silver,  MRI  drew 
net  of  about  $19  million  on  sales  o 
$83  million.  This  year,  with  high  cop 
per  prices  and  no  debt,  MRI  stands  ti 
show  even  better  returns. 

There  are  320  workers  at  Montan. 
Resources  now  (compared  with  abou 
600  when  Atlantic  Richfield  quit 
Gone  are  the  picketing  trucks  of  un 
employed  union  workers  that  parkd 
outside  MRI's  gate  every  mornin 
when  it  reopened.  The  company  ha 
worked  hard  to  keep  the  unions 
bay:  It  instituted  a  plan  to  give  10%  c 
its  profits  to  employees  in  direct  pay 
ments  and  through  a  40 IK  retiremen 
plan.  Last  year  the  company  also  gav 
workers  each  a  $700  bonus.  With  pro! 
its  headed  up,  more  bonuses  are  ii 
prospect  this  year. — A.A.L. 
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c,  1987  New  England  Mutual  Life  Insurance  Company.  Boston.  MA 


THE  ZENITH  OF  SINGLE  PREMIUM 
VARIABLE  LIFE  PRODUCTS. 

All  single  premium  variable  life  insurance 
provides  an  appealing  combination  of  insurance 
protection  and  potential  for  both  insurance  and 
investment  growth.  With  that  in  mind,  we  invite 
you  to  look  at  Zenith  Life  One. 

Zenith  Life  One's  performance  is  tied  to 
New  England  Zenith  Fund.  Within  the  Fund  there 
are  five  investment  options:  the  Capital  Growth 
Series,  the  Bond  Income  Series,  the  Money  Market 
Series,  the  Stock  Index  Series  and  the  Managed 
Series.  With  these  five  options.  The  New  England 
lets  you  choose  an  investment  strategy  that  best 
meets  your  needs. 

Zenith  Life  One  provides  the  potential  for 
increasing  your  insurance  protection  based  on  the 
performance  of  the  investment  options  you  select. 

Zenith  Life  One  is  issued  by  New  England 
Variable  and  distributed  by  New  England 
Securities,  financial  partners  of  The  New  England. 
For  a  free  prospectus  containing  more  complete 
information,  phone  1-800-222-2725,  Ext  321. 
Read  it  carefully  before  you  invest.  The  policy  is 
not  available  in  all  states. 


ifliH  The  New  England 

Your  Financial  Partner 


Here's  something  that 
sleep  better.  Except  01 


At  UPS,  we're  introducing  something  that  will 
help  assure  you  a  restful  nights  sleep  when  it  comes 
to  overnight  delivery. 

I  N«n  I  '  -  j  Ijfution  jikJ  Air  Scmcc  Guide  ( 


Because  now  we  guarantee  UPS  Next  Day^ 
For  some  time  UPS  has  been  the  only  comp.l 
fast  and  reliable  enough  to  deliver  overnight  to 


dp  everyone 
unpetition. 

ny  single  address  coast  to  coast.  And  now  we  guar- 
le  it,  or  you  don't  pay  for  it. 
i  X/hat's  more,  we'll  even  guarantee  delivery  in  the 


morning  to  the  vast  majority  of  people  across 
the  country. 

And  because  of  our  efficiency,  we're  still 
able  to  do  all  of  this  for  up  to  half  what  other  com- 
panies charge. 

All  of  which  is  guaranteed  to  give  our 
competition  a  restless  night's  sleep.  And 
you  a  comfortable  one 


SZ- 


ups 

We  run  the  tightest  ship  in  the  shipping  business. 


Forbes  Informer 


Edited  by  Gretchen  Morgenson 


Will  Tsai  bail  out  Welch? 

Even  though  he  just  bought  Smith 
Barney,  Primerica's  Gerald  Tsai  may 
have  his  eye  on  another  brokerage 
firm.  In  late  December  high-level 
talks  reportedly  took  place  between 
Smith  Barney  and  Kidder,  Peabody,  a 
unit  of  General  Electric.  Subject?  The 
sale  of  Kidder,  bought  by  GE  just  18 
months  ago. 

Why  would  GE  want  out  after  so 
short  a  time?  Reputation.  A  company 
of  GE's  reputation  can  take  only  so 
much  of  the  tarnishing  it  has  seen 
since  venturing  into  the  brokerage 
business.  First  there  was  Kidder's  role 
in  the  insider  trading  scandal.  Then 
came  the  harrowing  fall  of  1987,  when 
GE  learned  how  little  Kidder  would 
make  for  the  year.  All  this,  sources 
say,  has  GE  Chairman  Jack  Welch 
quite  unhappy. 

Tsai,  who  could  not  be  reached  for 
comment,  may  well  buy  Kidder,  but 
not  for  the  $600  million,  or  2.75  times 
book  value,  that  GE  paid  for  it.  GE 
would  have  to  chalk  up  its  losses  to 
experience.  — Dyan  Machan 

Home  Shopping's  new  man 

The  folks  at  Home  Shopping  Network 
may  have  lost  Wall  Street's  interest, 
but  they're  hard  at  work  to  get  it  back. 
How?  By  diversifying  into  a  hot 
growth  business. 

That's  the  explanation  for  the  Flori- 
da company's  recent  foray  into  mail- 
order pharmaceuticals,  through  its 
HSN  Pharmaceuticals.  Home  Shop- 
ping is  on  the  right  track.  Industry 
analysts  estimate  that  sales  of  drugs 
by  mail,  now  running  at  around  $750 
million  annually,  should  reach  $2.8 
billion  in  1991. 

Trouble  is,  HSN  has  hired  as  a 
consultant  a  mighty  shady  character 
to  help  it  learn  the  drugs-by-mail 
ropes.  Burton  Zweigenhaft,  resigned 
president  of  Medi-Rx  America,  a 
New  York  mail-order  company  that 
Forbi  s  reported  on  last  summer 
(July  27,  1987),  has  joined  with  HSN. 
Zweigei  haft  is  known  for  his  exten- 
sive m\  vement  in  drug  diversion, 
a  huge  international  submarket  in 
pharmaccu  that  may  be  either 

counterfeit,  sti  adulterated.  A 

government    oi  imiliar    with 

Zweigenhaft's   p;w  him    "the 

reigning  world  char,  i  m  of  drug 
diversion." 

Why   would   the   peop       it    Home 


Shopping  hire  a  guy  like  Zweigen- 
haft? Good  question.  Officials  say 
they  checked  into  his  background  but 
found  nothing  that  made  them  un- 
comfortable. 

Power  hotelier  goes  west 

The  Regency  on  Park  Avenue,  a 
Loews  property  in  New  York  City, 
has  so  many  limos  out  front  that  traf- 
fic grinds  to  a  halt  at  its  door.  And,  if 
the  folks  at  Loews  have  anything  to 
do  with  it,  there  will  soon  be  another 
power  gridlock,  this  time  in  the  West. 


In  May  of  1989  Loews 

Corp.  is  planning  to 

open  a  glittering  new  hotel  on  Ocean 

Avenue  in  fashionable  Santa  Monica, 

Calif. 

Surely  Los  Angeles  doesn't  need 
another  luxury  hotel?  Nonsense, 
says  George  Caplan,  senior  litigation 
partner  at  Irell  &  Manella  and  a 
limited  partner  in  the  development 
of  the  $78  million,  five-story  "con- 
temporary Victorian"  Loews.  "Ours 
is  the  first  hotel  in  Los  Angeles  with 
direct  beach  access.  Its  overall  quali- 
ty will  be  comparable  to  the  Regen- 
cy's, but  as  it's  on  the  ocean,  it  will 
have  a  distinct  resort  feel."  Power 
breakfast  at  the  beach. 

Wonders  do,  in  met,  cease 

When  Worlds  of  Wonder,  Inc.  filed  for 
Chapter  1 1  protection  from  creditors 
before  Christmas,  it  was  one  for  the 
record  books.  Just  six  months  earlier, 
WOW  had  raised  $80  million  from  the 
public  by  floating,  through  Smith  Bar- 
ney, 9%  convertible  debentures  due 
in  2012.  But  the  troubled  toymaker 
couldn't  even  pay  the  first  coupon  on 
the  debt. 

It's  a  wonder  that  the  bonds  were 
even  underwritten.  The  company's 
travails  were  already  in  evidence 
when  Smith  Barney  sold  the  bonds 
in    June.    Sold    initially   at    100,    the 


Worlds  of  Wonder  bonds  fetched  IVi 
in  post-Chapter  11  trading.  Who  did 
the  due  diligence  in  this  deal?  Ted- 
dy Ruxpin? 

Another  Cornfeld  clash 

Bernie  Cornfeld  has  kept  a  relatively 
low  profile  in  the  1980s,  but  he  still 
knows  how  to  make  news.  Cornfeld's 
most  recent  dispute  revolved  around 
Grayhall,  the  39-room  Beverly  Hills 
mansion  where  he  lives.  The  Sixties- 
era  go-go  mutual  fund  manager  re- 
sides in  the  14,000-square-foot  house 
with  its  $7,666  annual  tax  bill.  But 
principals  of  Powers  Financial  Corp., 
a  Los  Angeles  developer,  also  claimed 
possession  of  it.  The  spat  got  so  nasty 
late  last  year  that  the  Beverly  Hills 
police  department  responded  to  a  call 
from  the  Cornfeld  residence  on  Caro- 
lyn Way. 

What  happened?  The  police  are  cir- 
cumspect. Says  Lieutenant  William 
Hunt:  "There  was  some  dispute  over 
who  was  supposed  to  have  control  of; 
the  house,  and  somebody  felt  the  need 
for  the  police  to  be  there."  The  matter 
was  subsequently  decided  in  court; 
against  Powers.  The  house  now  is  up1 
for  sale.  Price:  $6.85  million.  Clearly,. 
Bernie  isn't  as  broke  as  some  of  the1  ' 
people    who    bought    mutual    funds 
from  him. 


The  saint  at  Salomon 

'Twas  the  day  before  Christmas,  at 
the  end  of  one  of  Wall  Street's  leanest 
years,  and  Salomon  Brothers  chief 
John  Gutfreund  announced  that  he 
would  take  no  bonus  in  1987.  Instead, 
he  would  receive  only  his  regular  sala- 
ry of  $300,000,  quite  a  bump  down 
from  his  1986  cash  compensation  of 
$3.1  million. 

But  not  quite  as  big  a  bump  as 
appears.  In  lieu  of  a  bonus,  the 
chairman  will  receive  300,000  Salo 
mon  stock  options  exercisable  at 
$18,125.  Using  the  Black-Scholes 
model  of  options  pricing  (see  page 
55),  on  a  very  conservative  basis, 
each  option  is  worth  $6.40.  That 
means  Gutfreund's  take  is  worth  al- 
most $2  million.  And  that's  if  thi 
stock  doesn't  move  an  inch.  If  Salo- 
mon shares  advance,  his  position 
will  be  worth  proportionately  more, 
maybe  much  more,  than  that.  Best 
of  all,  Gutfreund  doesn't  have  to  ex 
ercise  his  options  for  ten  years, 
which  gives  him  time  to  watch 
them  grow. 
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Somebody  doesn't  like 
Sara  Lee 

Here's  one  for  the  you-can't-win  de- 
partment. The  Commerce  Depart- 
ment's Office  of  Antiboycott  Compli- 
ance announced  in  late  November 
that  Sara  Lee  Corp.  faced  potential 
fines  of  $2.35  million  for  violating 
antiboycott  provisions  of  the  Export 
Administration  Act.  What  had  the 
company  done?  In  a  routine  attempt 
to  protect  its  L'eggs  pantyhose  trade- 
mark in  Kuwait,  Sara  Lee  had  sup- 
plied information,  such  as  names  of 
the  company's  subsidiaries  and  its  di- 
rectors, to  the  Arab  country.  The  U.S. 
government  prohibits  companies 
from  providing  certain  business  infor- 
mation to  any  countries  that  boycott 
Israel. 

Never  mind  that  Sara  Lee  never  in- 
tended to  sell  L'eggs  pantyhose  in  Ku- 
wait— how  much  of  a  market  could 
there  be  there?  In  fact,  the  consumer 
goods  conglomerate  cannot  deal  di- 
rectly in  any  Arab  League  countries:  It 
is  blacklisted  because  of  its  strong  ties 
to  Israel. 

Got  that?  Sara  Lee  supports  Israel, 
is  blacklisted  from  the  Arab  League 
nates  for  its  Israeli  ties,  but  is  fined  by 
:he  Commerce  Department  for  sup- 
plying information  to  Kuwait,  an  Is- 
'aeli  boycotter.  Needless  to  say,  Sara 
^ee  is  fighting  the  charges. 

Watch  out  for  Milton 

Vlilton  Petrie,  the  85-year-old  near- 
jnllionaire  who  runs  Petrie  Stores, 
I  narked  the  Christmas  season  by  cut- 

ing  the  company's  long-standing  70- 
i;ent-a-year  dividend  to  20  cents.  The 
j:ut,  incidentally,  came  just  2'/2  weeks 
lifter  Petrie  filed  a  quarterly  report 
ivith  the  SEC  that  said  the  company 
'.  xpected  to  have  enough  cash  flow  to 
jiold  the  dividend. 

The  stock,  which  traded  as  high  as 
JO  last  year,  has  dropped  to  the  mid- 
leens.  People  who  sold  may  well  have 
laade  a  big  mistake.  Petrie,  famous  in 
I  he  apparel  business  for  his  tightfisted 
./ays,  has  spent  more  than  $100  mil- 

ion  of  his  own  money  in  the  past  two 
.  ears  buying  up  Petrie  shares.  The 
I  inge  has  moved  his  holdings  in  the 
lompany  to  60%. 

.  Has  Petrie,  with  his  shrewd  eye  for 
>alue,  made  a  terrible  mistake  by  buy- 
ing so  much  of  his  company's  stock  in 

le  30s?  Don't  bet  on  it.  We  wouldn't 

e  surprised  if  Milton  offered  to  take 

etrie  Stores  private  on  the  cheap, 
i  ecent  publicity  about  his  philan- 
iiropy  notwithstanding,  Petrie  didn't 

:t  to  be  worth  $955  million  by  play- 

|ig  Santa— Allan  Sloan 
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This  announcement  appears  as  a  matter  of  record  only. 


$1140,000,000 


The  Morgan  Stanley 
Leveraged  Equity  Fund  U,  L.E 

A  Delaware  Limited  Partnership 


has  been  formed  to  invest  in  the  equity  securities  of 
leveraged  buyouts,  restructurings  and  recapitalizations. 


An  affiliate  of  Morgan  Stanley  is  the  General  Partner 

of  this  partnership,  which  has  received  total  equity 

capital  commitments  of  $1,140,000,000. 


The  undersigned  acted  as  agent  in  connection  with  the  private  placement 
of  the  above  limited  partnership  interests. 


MORGAN  STANLEY  &  CO. 

Incorporated 


December  3,  1987 
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Forbes0l^ 
Lake  of  the 
Ozarks 


OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Cristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks, 
Box  157,  Warsaw,  Missouri  65355 
Obtain  the  Property  Repof  required  by  Federal  law 

and  read  it  before  signing  anything  No  Federal 
agency  has  judged  the  merits  or  value,  it  any.  of  this 

property  Equal  Credit  and  Housing  Opportunity 

Not  an  offer  or  solicitation  in  those  states  where  the 

property  is  not  registered 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  tor 
the  subscription  you  prefer.  □  1  year 
$45  fj  3  years  $90  (the  equivalent  of 
one  year  bee).  Canadian  orders,  1  year 
$79C,  3  years  $176C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 

LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name       [please  pnntl 


New  Addrc-s 


City 


State  Zip 


>jte  ot  address  change 


Readers  Say 


Sour  grapes 

Sir:  Orley  Ashenfelter's  claim  that 
young  wines  taste  like  "turnip  juice" 
is  true  only  for  people  who  have  never 
taken  the  time  to  learn  how  young 
wines  taste  ("Buying  wine  before  its 
time/'  !\'or.  M  1987).  Unlike  econo- 
mists whose  postulations  about  the 
economy  are  only  accurate  when  they 
are  looking  back,  professional  wine 
tasters  are  remarkably  accurate  in 
their  predictions  about  the  future 
quality  of  new  vintages. 

Leave  it  to  an  economist  to  turn 
the  art  of  wine-tasting  into  a  dismal 
science. 

— Charles  E  Olken 
San  Francisco,  Calif 


|ame>  McCooa'Wheclcr  Cmuro 


A  dismal  sciena 


Oil  turmoil 

Sir:  There  is  another  aspect  to  your 
analysis  of  the  potential  for  "The  third 
oil  crisis"  (Dec  14,  1987).  Fully  utiliz- 
ing the  nation's  oil-fired  capacity  will 
increase  imports  2  million  barrels  per 
day,  perhaps  as  soon  as  1995,  leadingto 
total  electric  sector  oil  needs  ot  over  3 
million  barrels  pet  day.  This  will  occur 
at  the  same  time  that  domestic  produc- 
tion is  falling.  All  of  the  increased 
demand  will  need  to  come  perforce 
from  the  Middle  East. 
— Frank  II  Lennox 
Washington,  l  >  < 

Sir:  You  postulate  a  crisis  following 
the  sabotage  oi  several  major  pipeline 
arteries  moving  Middle  East  oil  to 
Western  markets.  During  my  tenure 
.is  president  oi  the  Trans-Arabian  Pipe 
1  me  Co.,  our  pipeline  carrying  Saudi 
oil  to  the  Mediterranean  was  sabo- 
taged or  ruptured  dozens  ot  times.  Re- 
pair crews  usually  had  the  line  re- 
paired in  IK  to  36  hours.  The  only 
extended  interruptions  to  the  opera- 


tion of  our  pipeline  were  those  caused 
by  governmental  actions. 
— William  R.  Chandler 
Boise,  Idaho 

Sir:  In  the  1990s,  as  U.S.  oil  imports 
increase  to  50%  of  domestic  consump- 
tion and  as  the  Persian  Gulf  suppliers 
increase  their  world  market  share  to 
perhaps  75%,  we  will  become  increas- 
ingly vulnerable.  To  protect  our  future 
the  U.S.  clearly  must  continue  to  in- 
crease automobile  efficiency  and  de- 
velop economically  viable  substitutes 
for  oil  as  a  transportation  fuel. 
— Don  Etchison 
Director, 
Department  of  Energy  and 

Natural  Resources 
Springfield,  III. 


Inside  scoop 

Sir:  Your  article  "Stale  dope"  (\'ov.  2, 
1987)  points  out  delayed  reporting  of 
trading  by  officers,  directors  and  10% 
shareholders  as  though  it  were  a  dis- 
advantage to  the  public.  Perhaps.  But 
is  it  possible  to  get  decision  informa- 
tion in  usable  form  to  all  investors  at 
the  same  time?  No.  The  SEC  rules 
only  push  information  out  one  layer, 
to  the  investment  bankers  and  bro- 
kers. There  is  still  lots  of  time  to  play 
"insider"  games,  only  the  "who  the 
insiders  are"  has  changed. 
— Franklin  /■'.  Mackenzie 
Scottsaale,  Ariz. 


No  ceiling  fan 

Sir:  I  am  pleased  to  register  my 
wholehearted  agreement  with  your 
arguments  for  removing  the  earnings 
ceiling  of  Social  Security  recipients 
(Fact  and  Comment  II.  Dec  28,  1987). 
And  it's  not  because  I'm  65.  The  net 
effects  of  the  ceiling  are  entirely  nega- 
tive, both  for  individuals  and  for  the 
country. 

— Thomas  T.  Semon 
Englewood  Cliffs,  NJ. 


Still  giving 

Sir:  Your  article  "Keeping  the  money 
coming"  (Nov.  2.  1987)  concludes  that 
corporate  mergers  and  restructuring 
have  resulted  in  a  drop-off  of  business 
support  for  the  arts,  citing  as  an  exam- 
ple Chevron's  1984  merger  with  Gulf 
and  the  subsequent  dropping  of  Gul 
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support  for  the  Pittsburgh  Symphony. 
Although  Chevron/Gulf's  corporate 
giving  to  Pittsburgh  and  the  Monon- 
gahela  Valley  has  appreciably  de- 
clined, Chevron  continued  to  fund 
the  Pittsburgh  Symphony  Society. 
—J.W.  Rhodes  Jr. 

Manager,  Corporate  Contributions, 
Chevron  U.S.A. 
San  Francisco,  Calif. 


Yer  darn  tootin' 

Sir:  I  am  disappointed  to  see  such  a 
parochial  point  of  view  regarding  the 
strength   of   spirit    that   we   Texans 
share,  even  in  the  face  of  difficult 
times  like  these  ("Is  Texas  losing  its 
independence?"  Dec.  14,  1987).  If  this 
pride     and     confidence     were     felt 
throughout  the  nation,  we  would  be 
significantly  more  effective  in  main- 
taining    a     position     of     economic 
strength     and     political     influence 
throughout  the  world. 
— -J.  Michael  Jenkins 
President, 
TGI  Friday's  Inc. 
Dallas,  Tex. 


\  bigger  pie 

Sir:  Your  article  "Sue  'em?  Or  love 
em?"  (Sept.  7, 1987)  seems  to  overlook 
:he  benefits  derived,  both  by  Data- 
joint  and  by  the  computer  industry, 
Tom  Datapoint's  handling  of  intellec- 
:ual  rights  in  Arcnet.  Far  from  ending 
ip  "with  no  pie  at  all,"  Datapoint  has 
:reated  a  robust  market  for  Arcnet 
^ANs,    in    which    Datapoint    is    a 
lealthy  participant. 
-Robert  J.  Potter 
^resident, 
datapoint  Corp. 
an  Antonio,  Tex. 


Mease  hold 

iiR:  Forbes  misleads  its  readers  in 
eporting  that   "AT&T  has   trouble 
ustomizing  services  for  individual 
orporate   customers"   ("Thank  you 
!or  using   Westinghouse,"  Nov.    30, 
\987).  The  trouble  lies  not  in  AT&T 
!'Ut  in  the  arduous  regulatory  gauntlet 
through    which  '  customized    AT&T 
ervices  must  pass.  Regulators  at  the 
tate  and  federal  levels  recognize  this 
.roblem  and  are  evaluating  alterna- 
jive  forms  of  regulation, 
i  -Laurence  Garfinkel 
ice  President,  Business  Market  Group, 
J&T 
asking  Ridge,  N.J. 
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and  punoaVc/urt 


9641  Sunset  Boulevard,  Beverly  Hills,  California  90210  (213)  276-2251  Reservations  (213)  278-1487 
Cable  Address  -  BEVHILL  •  Telex  -  188586  •  TWX  -  910-490-2580 

represented  nationally  by  iSOiA&n&ui&Aed  @"Ki&3-  1-800-R-WARNER 


HIGH  YIELDS 
12.65% 


T.  Rowe  Price  High  Yield  Fund.  This  Fund  aggressively  seeks  high  current 
income  by  investing  in  long-term,  medium-to-lower  quality  bonds.  Our  bond 
specialists  manage  and  diversify  investments  to  increase  income  and  reduce 
the  risks  of  these  types  of  bonds.  Yield  and  price  will  vary.  For  the  12  months 
ending  12/15/87,  high  pnce  was      rTfo^P^O^fet^t^alto^Krom^n 

$11.29,  and  lOW  was  j>9.  /(J.  Send  a  prospectus  with  more  complete  mforma- 

Minimum  investment  is  $1,000  non-  including  management  fees  and  other  charges 

,*.^~~  r      m,    ,  t-  i       i  and  expenses.  I  will  read  it  carefully  before  1  invest 

($500  for  IRAs).  Free  check  or  send  money. 

writing.  And  no  sales  charges! 


Mail  coupon  for  a 
free  information  kit  or  call 

1-800-638-5660. 


Name 


Address 


HYF0OO217 


City  /  State  /  Zip 


Invest  With  Confidence 

TRoweRice 


C&jL 


'Average  annualized  yield  for  the  30  days  ending  12/15/87  based  on  an  average  price  per  share  of  $9.79. 
Average  maturity  during  this  period  was  10.1  years.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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BATTERIES 
NOT  INCLUDED. 


You  can  spend  $500,000  on  an  elaborate 
fire  protection  system.  But  if  you  neglect  to 
replace  a  $50  battery  somewhere  in  that  sys- 
tem, you  may  not  be  fully  protected. 

Your  property  could  be  in  danger.  As  well 
as  your  employees. 

A  dead  battery.  A  blocked  sprinkler.  A  dis- 
connected phone  line.  Those  are  just  a  few  of 
the  ,  otentially  catastrophic  oversights  that  are 
dete  ted  on  a  regular  basis  by  CIGNA  Loss 
Control  Services  professionals.  Oversights  that 
turn  up  in  about  30%  of  the  fire  protection  sys- 
tems w-    survey. 

But  fire  isn't  the  only  risk  a  business  may 
encounter.  Which  is  why  we  have  loss  control 
professionals  in  every  area  from  product  safety 
*o  building  construction. 


All  in  all,  we  have  over  500  of  these 
specialists -each  with  the  experience  and 
depth  of  knowledge  they  need  to  find  the 
problems  you  don't  need. 

But  our  people  don't  just  point  out  prob- 
lems. They  point  out  solutions.  Solutions  tailored 
to  the  unique  characteristics  of  your  business. 

Unfortunately,  too  many  businesses  wait  for 
a  loss  to  occur  before  they  decide  to  imple- 
ment a  loss  control  program.  Don't  be  one  of 
them.  Write  CIGNA  Loss  Control  Services,  Inc., 
Dept.  R14,  One  Logan  Sq.,  Philadelphia,  PA  19103. 

Pinpointing  dangers  before  they  become 
disasters.  It's  just  one  more 
example  of  CIGNA's 
commitment  to  person- 
alized service  to  business. 


CIGNA 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


BEFORE  JAPAN  BUYS  TOO  MUCH  OF  THE  U.S.A. 


we  must  instantly  legislate  a  presidentially  appointed 
Board  of  Knowledgeables  whose  approval  would  be  re- 
quired before  any  foreign  purchase  of  any  significance 
would  be  allowed  of  any  consequential  U.S.  company — 
regardless  of  size. 

The  President  could  review  their  decisions. 

And  Congress  could  review  his. 

The  first  and  instant  order  of  business  for  the  returned 
Congress  is  to  hammer  out  the  requisite  law.  While  the 
trade  bill  now  in  the  works  addresses  a  few  aspects  of  the 
problem,  it  doesn't  go  nearly  far  enough. 

It's  one  thing  for  the  Japanese  and  Germans  and  others 
to  buy  U.S.  government  bonds  to  finance  our  huge  trade 
imbalances  with  them. 

But  it's  a  whole  and  totally  impermissible  other  thing 


for  them  to  use  their  vast  billions  of  dollars  to  buy  great 
chunks  of  America's  big  businesses,  or  take  over  the  high- 
tech,  medical  or  other  strategic,  vital  U.S.  concerns. 

Do  you  realize  that,  by  using  just  last  year's  trade 
surplus  with  the  U.S.  of  $60  billion,  Japan  could  buy 
enough  stock  in  a  half-dozen  of  our  biggest  companies, 
such  as  GM,  Exxon,  IBM,  Mobil,  Sears,  Roebuck  and  GE, 
to  in  effect  control  'em? 

Japan's  investment  banks  have  additional  capital  re- 
sources that  could  easily  pick  up  dozens  more. 

American  companies  don't  have  free  rein  to  buy  Japa- 
nese companies. 

No  one  can  buy  any  French  company  who  doesn't  have 
the  French  government's  approval. 

It  should  be  likewise  in  the  U.S.A. 


IF  CHINA  RECENTLY  SENT  MORE  SILKWORM  MISSILES  TO  IRAN 

then  we'd  better  swiftly  put  a  hold  on  any  military  or  have  given  them  an  excuse  for  the  first  Silkworm  arming 

monetary   assistance   in   the   pipeline   for   the   People's  of  Iran  against  the  Free  World's  vital  Gulf  oil  artery. 

Republic.  But  what  conceivable  excuse  is  there  for  China  to  con- 

Our  appalling  Iranscam  arms-for-hostages  abortion  may  tinue  Silkworming  Khomeini? 

YOU'VE  GOT  TO  ADMIT  WHEN  CARL  ICAHN  DECIDES 


to  move,  he  removes  mountains  of  barriers,  problems, 
complexities.  The  lawyers  and  law  firms  of  Texaco  and 
Pennzoil  must  hate  him.  $multimillions'  worth  of  happily 
contemplated  additional  fees,  thanks  to  his  intervention, 
have  gone  right  up  the  flue. 

Carl's  the  fellow  everybody  said  had  been  "stuck"  with 
TWA  after  what  many  critics  asserted  was  a  greenmailing 
effort  that  failed.  It  was  said  a  million  times  that  he  only 
knew  how  to  milk  a  corporation  and  didn't  have  a  clue  as 
to  how  to  run  one. 


Now  look.  He's  made  infinitely  more  Smillions  turning 
TWA  around  than  he  would  ever  have  made  selling  back 
his  stock  block. 

No  one  had  been  able  to  resolve  the  $10  billion  Texas 
lynching  of  Texaco  until  Carl  Icahn  entered  the  scene  with 
the  purchase  of  persuasively  large  chunks  of  stock. 

Now  look. 

The  man's  a  bloody  genius. 

Now  if  we  could  only  know  ahead  of  time  where  he's 
going  to  light  next.  .  .  . 


THERE'S  ONE  THING  ABOUT  THE  GARY  HART  RERUN  THAT'S  SIGNIFICANT 


Amid  all  the  jokes  and  snickerings  and  pious  moral 
oosturings  that  poured  forth  at  Gary  Hart's  reentry  from 
Dut-of-the-Race,  one  very  important  fact  became  dramati- 
:ally  clear,  as  shown  by  this  incident  reported  in  the  New 
fork  Times.  "At  Dover  High  School,  a  student  asked  Mr. 
Hart  about  politicians  who  'mislead  the  public' 


"  'I  don't  think  politicians  have  the  right  to  mislead  the 
public,'  Mr.  Hart  responded,  'but  on  the  other  hand  the 
public  does  not  have  the  right  to  know  everything  about 
everyone's  personal  and  private  life.'  The  700  students  in 
the  auditorium  roared  their  approval." 

Another  Times  report  in  a  later  issue:    "  'There  are 
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things  that  I  consider  in  my  life  to  be  private,  that  have 
nothing  to  do  with  the  office,  or  Ronnie's  being  President, 
that  I  think  are  private,'  Nancy  Reagan  said. 

"Did  she  agree  with  Mr.  Hart?  'In  a  way,  yes,'  Mrs. 
Reagan  replied,  adding  that  there  were  'certain  things  the 
public  has  a  right  to  know.' 

"But  she  said  the  focus  on  candidates'  private  lives  had 
'gotten  so  intrusive  now.'  She  said  she  thought  people 


would  'think  two  or  three  times'  about  going  into  politics, 
'and  that  is  too  bad  because  we  need  good  people.'  " 

Hart's  overnight  retopping  of  various  polls  reflects  more 
than  just  name  recognition.  A  major  force  in  Hart  support 
is  exactly  the  same  as  that  which  caused  the  700  students 
in  New  Hampshire  to  roar  their  approval:  Much  of  the 
public  heartily  agrees  that  even  public  office  holders  and 
aspirants  are  entitled  to  some  degree  of  private  life. 


FOR  PARKER:  ONE  AD  IN  THE  PITS,  THE  OTHER  AT  THE  SUMMIT 

they  are  stark,  staring  na- 


The  pen 

is  mightier 

than 
the  sword. 


There  has  never  been  a 
more  impactfully  apropos 
pen  ad  than  this  for  Parker, 
with  the  picture  caption 
reading  simply  "The  his- 
toric document  is  signed. 
The  pen  is  a  Parker." 

On  the  other  hand,  I 
doubt  if  you've  ever  seen  a 
more  appallingly  ridicu- 
lous fountain  pen  ad  than 
the  other  one — from  the 
headlines  to  lines  like  this  in  the  "body": 

"There  you  are.  Multimillion  dollar  proposal  in  hand. 
Standing  in  front  of  a  group  of  very  powerful  gentlemen 
known  to  you  only  as  'The  Board. '  In  a  way,  you  arc  thankful 
that  they  arc  known  to  you  only  as  'The  Board.'  Because 
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ked.  And  seated  (to  your 
great  relief)  at  a  very  large 
boardroom  table. 

"'What  is  this?'  you 
think  to  yourself.  'Who 
has  the  power?  Who's  in 
control  ?  To  whom  do  I  pre- 
sent? And  am  I  over- 
dressed?' Then  suddenly 
from  the  corner  of  your 
eye,  you  catch  the  glim- 
mer of  light  on  gold.  Its  source:  A  Parker  Premier  pen." 

Several  more  paragraphs  in  a  similar  vein. 

It's  hard  to  believe  that  those  who  pulled  off  the 
Parker  Summit  in  record  time  could  have  felt  "inspired" 
by  the  naked  chairman  pitch. 


GRATUITY  OVERKILL 


A  couple  of  the  haute  eateries  are  now  nervily  provid- 
ing on  their  bills  four  lines  for  tip  designation.  In 
addition  to  the  waiter  and  captain,  there  has  been 
specifically  added  space  for  the  "maitre  d'  "  and  "bar." 
The  simplest,  best  way  to  parry  this  thrust  is  to  lump 
cm  together  and  let  the  proprietors  allot  the  18%  or 
20%  or  whatever  you  designate 


If  they're  going  this  far,  why  don't  they  include  the 
busboys,  who  do  so  much  of  the  nitty-gritty  and  are 
usually  overlooked?  Or  the  chef?  Maybe  even  the  cashier 
and  the  doorman? 

Let's  hope  the  credit-card  folk  don't  replace  the  usua 
one  line  for  tips  (or  sometimes  two — "captain")  with  foi 
or  more.  Enough  already! 


MOVIES 


•  •  Broadcast  News — This  is  the  tirst  two-green-dotter 
we've  ever  had.  This  inside  look  at  what  goes  on  behind 
the  scenes  of  anchored  TV  newscasting  is  a  unique  gem — 
devastatingly  witty,  super  acted,  convincingly  real  right 
down  to  the  bittersweet  loves  that  don't  pan  out.  licit 
yourself  to  the  best,  to  that  total  rarity,  a  flawless  film. 

•  Empire  of  the  Sun — This  utterly  engrossing  epic  is 
another  S  even  Spielberg  triumph.  That  man's  fantastic — 
which  this  story  of  a  schoolboy  Brit  separated  from  his 
parents  .is  s  langhai  tell  in  the  outset  of  WWII  proves  yet 
again.  #  Tru  Last  Emperor — A  stunningly  beautiful  his- 
torical  epic  that  puts  tlesh  on  the  tragic  bare  bones  of  a 
Footnote  figure  in  Chinese  history,  a  child  emperor  who 
spends  an  empty  life  as  ,i  dumb  pawn  stunted  by  (awning 

Planes,  Trains  and  Automobiles — One  oi  rhe  characters 


is  seen  reading  Forbes,  so  we'd  love  to  be  more  enthusias- 
tic over  this  flick.  There  are  some  very  funny  bits  about 
the  infinite  frustrations  traveling  businessmen  endure  at 
airports  these  days  but,  unfortunately,  there  are  a  lot  of 
strained  stretches  between  guffaws.  Wall  Street — We'd 
like  to  have  red  dotted  this  one  because  one  of  the  charac 
ters  is  shown  reading  Fortune.  Initially,  the  producers  had 
agreed  it  would  be  Forbes,  but  we  were  out-slicked — a  wee, 
bit  in  the  manner  of  the  film's  villain.  This  is  actually  a 
pretty  engrossing  movie  about  ruthless  takeovering  and 
hugely  profitable  liquidating.  The  subject  is  treated  with 
more  verity  and  less  Hollywood  oversimplification.  01 
course,  it  makes  the  players  out  to  be  motivated  by  heart 
lessly  unmitigated  greed.  Which  is  sometimes  not  the  sole 
or  principal  motivator. 
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THE  ULTIMATE 
COVER  GIRL 

Imagine  your  Cover  Face  cov- 
ered with  the  names  of  all  the 
Great  Ones  who've  loved  you. 

For  sure  this  could  never  be 
branded  a  cover-up! 


HERE'S  A  PRIME  EXAMPLE 

What  would  you  call  it — propaganda,  brainwashing,  bad 
ipbringing?  Just  plain  bad?  It's  probably  nothing  more 
han  a  true  tale  to  cluck  or  chuckle  over. 

When  I  was  a  very  wee  lad,  my  brothers  and  I  were  oft  in 
he  hands  of  a  nanny  who  worshipped  the  memory  of 
Jueen  Victoria,  tolerated  Edward  VII  because  he  was  the 
ang  and  was  infinitely  proud  of  George  V  for  the  way  he 
:d  the  Empire  through  WWI.  I  was  a  toddler  in  the  early 
'wenties,  and  the  bitterness  of  the  Great  War  was  still 
ery  much  alive.  When  our  astringent  Empire-loving  nurse 

EARS 

are  openings  to  the  mind. 


OF  SOMETHING  OR  OTHER 

wanted  to  know  if  we'd  "completed"  our  bathroom  duties, 
she  would  query,  "And  did  you  shoot  the  Kaiser?"  In  these 
tender  formative  years,  I  literally  thought  "kaiser"  was  a 
six-letter  word  that  meant  the  same  as  the  four-letter  one 
in  universal  usage. 

It  wasn't  until  I  came  home  one  day  from  first  grade  and 
reported  in  shock  to  my  mother  that  our  teacher  had 
referred  out  loud  "to  the  Kaiser"  that  I  learned  he  was  the 
former  emperor  of  Germany  and  not  something  you  were 
supposed  to  do  every  day  to  stay  healthy. 

TOO  MANY  FOOTNOTES 

and  there's  no  flow. 


BOOKS 

•  Confessions  of  a  Street-Smart  Man- 
ager— by  David  Mahoney  (Simon  &. 


Schuster,  $17.95).  Those  who  have 
climbed  the  ladder  and  those  who  are 
on  the  way  up  and  those  who  want  to 
be  will  find  in  these  fascinating  Con- 
fessions invaluable  lessons  on  how  it's 
done.  We've  known  Dave  Mahoney  for 
iree  decades  during  which  he  has  moved  from  great 
access  to  greater  success.  Now  he's  enjoying  the  summit 
f  success — having  the  wisdom  to  know  what  to  do  with  it. 

xcerpts: Aboss  is  nothis  brother's  keeper.  A  management 
'.am  should  not'be  a  fraternity.  .  .  .  We  think  of  fear  and 
-eed  as  being  negative  forces — not  nice  things  like  praise, 
hallenge,  reward,  service,  duty,  competitive  spirit.  Yet  the 
ict  cannot  be  denied  that  consciously  or  subconsciously, 
irectly  or  subtly,  fear  and  greed  are  used  in  every  organi- 
ltion  to  apply  control  and  purpose.  .  .  .  Some  people  say  a 
zcision  has  to  marinate  before  you  can  make  it.  Some- 
\mes  that's  true.  But  the  fact  is,  you'll  never  have  all  the 
Uformation  you  need  to  make  a  decision — if  you  did,  it 
\ould  be  a  foregone  conclusion,  not  a  decision.  .  .  .  Mal- 
I  )im  Forbes  summed  up  the  management  scene  by  saying, 
jr£  is  unfortunate  we  can't  buy  many  business  executives 
\v  what  they  are  worth  and  sell  them  for  what  they  think 
liey  are  worth. "  ...  If  someone  tells  you  what  his  precise 
rofits  are  going  to  be  one,  two,  three  or  four  quarters  out, 


for  example,  you  can  be  sure  he  is  kidding  you  or  kidding 
himself — and  probably  both.  Worse,  ifhehits  the  target  he 
has  set  up  that  far  in  advance,  you've  got  a  pretty  solid  bet 
he  has  done  some  cute  things  to  accomplish  it. 


f^, 


MUST  ME 

JOHN  UPDIKE 


Trust  Me — short  stories  by  John 
Updike  (Alfred  A.  Knopf,  $17.95).  As  a 
writer,  John  Updike  is  •  • .  But  I 
have  Cautioned  this  volume  of  stories 
because  they're  so  unmitigatingly  de- 
pressing, which  isn't  everybody's  idea 
of  Must  Reading.  In  most  every  tale, 
almost  everybody's  betrayed  by  loved 
ones,  by  one's  body  and  by  nearly  everything  and  everyone 
encountered  during  the  inevitable  march  of  time. 


Excerpt:  She  hated  the  nursing  home,  its  cloaked  odors, 
its  incessant  television,  its  expensive  false  order  and  hy- 
pocrisy of  false  cheer,  its  stifling  vulgarity.  A  succession  of 
little  strokes  had  brought  her  father  to  the  point  where  he 
could  not  swallow.  The  decision  was  whether  or  not  to 
move  her  father  to  a  hospital,  where  he  could  be  fed 
intravenously  and  his  life  could  be  prolonged.  She  had 
decided  not.  But  from  the  way  the  doctor  seized  her  hand 
and  pronounced  with  solemn,  artificial  clarity,  "You  have 
made  a  wise  decision,"  Anne  realized  that  her  decision 
had  been  to  kill  her  father.  He  could  not  swallow.  He 
could  not  drink.  Abandoned,  he  must  die. 
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Two  with  every  thin] 


Grand  Wagoneer 


One  serves  contemporary 
tastes.  Wagoneer  Limited 
comes  with  more  than  enough 
ink      i  room  to  comfortably 
surround  live  adults  and  their 
cargo  in  complete  luxury  mu\ 
gi  »es  w    h  more  power  to  carry 
them  tha    any  vehicle  in  its 
class,  a  177  horsepower  4.0 
litre engin  standard. 


Another  caters  to  even 
larger  appetites  for  luxury. 
Grand  Wagoneer  satisfies  the 
first-class  traveling  comfort  of 
six  adults  and  will  tow  up  to 
2Vi  tons  with  its  massive  5.9 
litre  V8  power. 

For  further  information,  call 
toll-free  1-800-JEEP-EAGLE. 


Both  give  you  every  thi 
you  expect  in  fine  luxury 
plus  added  peace  of  mine 
the  flick  of  a  switch:  Jeep 
4-wheel  drive  capability  t 
take  you  anywhere  you  vl 
to  go. 


Only  in  a  Jeep  Wagoneer 


Jeep 


Eagle 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Sugar  Ray  or  Tammy? 

"I  think  everybody  is  entitled  to  a 
comeback  try,"  Bruce  Babbitt 
cracked.  "But  in  Gary  Hart's  case,  I 
don't  know  if  the  comparison  is  to 
Sugar  Ray  Leonard  or  Jim  and  Tammy 
Bakker.  If  this  weren't  so  serious,  it 
would  be  funny.  If  it  weren't  so  funny, 
it  would  be  serious." 

— Time 

Hard-knocks  Smarts 

A  person  with  street  smarts  is 
someone  able  to  take  strong  action 
based  on  good  judgment  drawn  from 
hard  experience. 

In  the  old  Amos  'n  Andy  Show  on 
radio  Amos  once  asked  the  Kingfish 
why  he  had  such  good  judgment. 

"Well,"  said  the  Kingfish,  "good 
judgment  comes  from  experieno 

"Then  where  does  experience  come 
from?"  asked  Amos. 

"Experience  comes  from  bad  judg- 
ment," was  the  Kingfish's  answer. 

— David  Mahoney,  Confessions 
of  a  Street-Smart  Manager 

Giant  Yankee  Offer 

The  Tokyo  Giants  |made]  to  Dave 
Righetti,  the  splendid  New  York  Yan- 
kee relict  pitcher,  the  stupefying  otter 
of  $8  million  to  S10  million  over  two 
years.  .  .  .  Are  the  Japanese  about  to 
start  creaming  off  the  best  American 
players  with  more  eight-figure  offers? 
In  tact,  they  already  exercise  restraint 
by  limiting  each  of  their  teams  to  two 
non-Japanese  players.  But  even  with 


A 


such  a  limit,  there  is  a  potential  for 
draining  stars  away  from  the  Ameri- 
can major  leagues. 

Baseball  talent  is  one  thing  the  Japa- 
nese are  unlikely  to  produce  faster  or 
cheaper  than  Americans,  if  only  be- 
cause real  estate  in  their  country  is 
too  valuable  to  be  used  for  sandlots  or 
Little  League  diamonds.  Living  ex- 
penses in  Japan  probably  shouldn't 
cost  an  American  major  league  star 
more  than  $3  million  of  his  $5  million 
a  year.  The  rest  he'd  send  home.  Con- 
sidering America's  balance  of  pay- 
ments deficit  with  Japan,  there's  more 
than  one  way  to  star  in  relief. 

— New  York  Times 

Birth  Control 

A  frazzled  Warsaw  mother,  whose 
kids  make  Dennis  the  Menace  seem  a 
model  child,  says  that  she  and  her 
husband  have  come  up  with  a  surefire 
method  of  birth  control. 

"Before  we  go  to  bed  at  night,"  she 
said  with  a  sigh,  "we  make  a  point  to 
spend  an  hour  with  our  children." 

—"Jab's  Gab," 
Benton  County  (Mo.)  Enterprise 

U.S.  Oil  Drain 

Some  industry  representatives  ar- 
gue that  national  security  dictates 
that  domestic  oil  production  be  main- 
tained at  a  higher  level  than  the  mar- 
ket would  lustily.  They  claim  this  is 
accessary  to  keep  the  domestic  infra- 
structure in  place.  Over  the  long  run, 
however,  this  is  self-defeating,  for  any 
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policy  that  constrains  oil  imports  im- 
plies a  decision  to  drain  the  U.S.  first 
and  thus,  over  the  long  term,  increase; 
dependency  on  foreign  sources  of  oil. 
A  far  better  strategy  would  be  to  find, 
develop  and  then  shut  in  reserves  for  a 
rainy  day,  not  pump  them  out. 

The  U.S.  increasingly  will  be  de- 
pendent on  foreign  oil.  It  is  not  that 
U.S.  exploration  and  drilling  costs 
have  gone  up  or  that  the  rate  ol 
success  in  finding  oil  has  gone  down. 
The  problem  is  that  our  new  fields 
now  are  much  smaller,  our  wells 
have  lower  yields,  and  so  our  average 
production  costs  per  barrel  are  high- 
er. An  artificially  inflated  domestic 
oil  price  mandated  by  the  govern- 
ment would  be  a  welfare  plan  foi 
domestic  producers. 

— John  Baden,  Wall  Street  fourna, 


Do  I  know  the  will  of  God? 
Of  course.  I  do. 

— Pat  Robertson,  July  1987 
U.S.  News  A  World  Repot 


i  s  Gorbachev  Cariyou  chat?" 


Not  the  Whole 

I  should  take  little  comfort  in  ; 
world  without  books,  but  reality  i 
not  to  be  found  in  them  because  it  i 
not  there  whole. 

— Memoirs  of  Hadrian 
by  Marguerite  Yourcena 

A  Shocking  State 

The  [Pennzoil-Texaco]  case  threv 
the  national  spotlight  on  a  state  s 
lection  system  that  put  judicial  can 
didates  at  the  mercy  of  lawyers  t 
finance  their  election  campaign^ 
Texas  is  set  apart  by  the  high  cost  o 
its  statewide  campaigns,  the  size  (j 
the  contributions  from  the  bar  an 
the  shamelessness  of  some  judge 
and  lawyers. 

Perhaps  the  shame  of  the  Penn 

zoil-Texaco  case  might  finally  shoe 

Texans  into  cleaning  up  the  oil  spi 

on  their  state's  system  of  justice. 

— New  York  Times  editoria 

Charity  Begins  . . . 

Christmas    card    of    the    season- 
handsomely  engraved,   it  reads: 
lieu  of  the  usual  'lemon  cake,'  Jac 
and   Felicia   Lemmon   have   made 
contribution  in  your  name  to  th 
favorite  charity — The  Santucci  Cor 
struction  Co.,  who  are  dedicated  t 
the    completion    of    the    Lemmon 
beach  house." 

— Liz  Smith,  Daily  Ne 
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FULL-FEATURED 
FAXABIUTY! 

uai  rrrtiic  nk/>tno  »4s  *****  B, 


HALFTONE  photos  are  sent 
in  16  shades  of  gray 

BLOCK  ADAPTIVE  THRESHOLDING 

METHOD  means  page's  with  both  text  and 
halftone  images  are  sent  in  precise  detail. 


ID  CRYSTAL  DISPLAY 

haracter  x  two-line)  reports 
atus  of  every  transaction. 


SUPER  FINE  MODE  ensures  high 
resolution  transmission  of  fine  print. 


-FULL  COMPATIBILITY  with  G3.  G2  and 
most  North  American  6-mmute  FM  units. 


- SELECTABLE  TTI 

personalizes 
transmissions  by 
printing  up  to  10 
personal  or  depart- 
mental IDs  on  each 
document. 


AUTOMATIC  SPEED- 
DIALING  for  one-touch 
access  to  30  locations. 
Coded  speed-dialing 
access  to  100  more. 


DNAL 
i  PHONE 


,  R CHECK 
IOW 


:  5RY  RECEPTION 

J  up  to  seven 
J  ling  pages*  for 
I  ut  when  the  paper 
!  ?en  restored. 

MING  DOCUMENT  HOLDER - 

stacks  up  to  40  pages  in 
of  their  arrival. 


HIGH-SPEED  TRANSMISSION  at 

12  seconds/page*— gets  documents 
to  their  destinations  almost  instantly. 


AUTOMATIC  DOCUMENT  FEEDER 

automatically  feeds  up  to  30  letter  size 
sheets  and  paper  as  wide  as  1 13/4". 


CONFIDENTIAL 
MESSAGES  can  be  sent 
and  stored  in  another 
Canon  FAX**  with 
compatible  features. 


-  RELAY  BROADCAST  COMMAND 

tells  a  receiving  Canon  FAX**  to  relay 
your  message  to  many  locations. 


STAMP  OF  APPROVAL 

confirms  every  transmission 


The  Canon  FAX-410  business  facsimile.  For  speed,  performance  and  value,  it's  the  fax 

many  businesses  rely  on  to  send  and  receive  documents,  graphics,  even  picture-perfect  photos 

anywhere.  All  for  the  cost  of  a  phone  call.  The  remarkable  FAX-410.  It's  the  new  standard  in 

business  facsimile  because  it  does  everything  a  standard  fax  should  do.  Only  more. 


JJ  nCCITTn  Test  Chart 
*  ibte  only  wrth  the  FAX-730 
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Enjoy  easy  extended  payments 
with  the  Canon  Credit  Card  Ask  tor  details 
at  participating  Canon  dealers  and  retailers 
Available  only  m  US    * 


Canon 

THE  FASTEST  WORDS  IN  BUSINESS  COMMUNICATIONS. 

©1987  Canon  U  S  A  .  Inc 


Canon  U.S.A..  Inc.,  Facsimile  Division 

PO  Box  5270.  Clifton.  New  Jersey  07015  Call  toll  free  1-800-OK  CANON. 
.  Please  send  me  more  information  about  the  FAX-410 
Please  have  a  salesperson  contact  me 


Address 

Slate 


4KFOR01258 


PaineWebber  Group  Inc. 

has  sold  a  new  series  of  its 
cumulative  convertible  exchangeable 
voting  preferred  stock  to 

The  Yasuda 

Mutual  Life  Insurance  Company 


Morgan  Guaranty,  subsidiary  of 
./.  l\  Morgan  &  (  <>..  acted  <is  financial  advisor  to 
PaineH  ebber  Group  Inc. 


J  P  Morgan 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


A  WINNING  CAMPAIGN  ISSUE 


Challengers  to  George  Bush  now  have  an  issue  that 
will  have  enormous  appeal  to  the  American  people — the 
administration's  policy  of  deliberately  debasing  the  dol- 
ar.  The  current  firming  of  the  greenback,  like  others  of 
recent  times,  may  be  a  respite  before  another  plunge. 

When  the  dollar  came  under  attack  in  the 
:arly  1960s,  newly  installed  President  John 
Kennedy  took  vigorous  measures  to  preserve 
ts  value.  His  reasoning  found  resonance  with 
he  electorate:  A  great  country  won't  remain 
preat  if  its  money  is  weak.  History  shows 
FK's  maxim  to  have  been  true  from  Roman 
imes  to  our  own. 

JFK's  basic  approach — concerted  interven- 
ion  to  support  the  greenback  in  the  exchange 
narkets,  a  renewed  push  for  freer  international  trade,  and 
leagan-like  tax  cuts — was  correct.  The  dollar  firmed,  the 
J.S.  economy  boomed,  the  stock  market  reached  new 
•  lighs,  and  the  budget  deficit  virtually  disappeared. 

Johnson  and  Nixon  forgot  Kennedy's  truism,  and  we 
l;ot  the  great  inflation  of  the  late  1960s  and  1970s.  So 
iid  Carter,   and  his  reelection  bid  suffered  a  Hoover- 
>  sque  humiliation. 


Weak  on  dollar:' 


Treasury  Secretary  James  Baker  has  been  seduced  by 
advice  that  brought  much  grief  to  Nixon  and  Carter — that 
debasing  our  money  will  make  us  prosperous.  There  was 
merit  to  Baker's  approach  in  1985-86  because  the  dollar  did 
become  overvalued  in  the  early  1980s.  But  the  correction 
was  completed  by  the  fall  of  1986. 

When,  with  Baker's  blessing,  the  dollar  tum- 
bled further  in  early  1987,  the  financial  mar- 
kets knew  all  too  well  what  that  meant — 
economic  trouble  a  la  Nixon  and  Carter. 
Stocks  and  bonds  weakened.  When  the  dollar 
stabilized  in  the  spring,  our  financial  markets 
responded  favorably. 

But  Baker  resumed  his  destructive  course 
last  October;  stock  market  chaos  ensued. 
Ronald  Reagan  in  1976  nearly  denied  the  GOP  nomina- 
tion to  a  sitting  president  when  he  stumbled  on  the  issue 
of  "giving  away"  the  Panama  Canal.  The  dollar  is  vastly 
more  important  than  the  Canal  ever  was. 

If  a  presidential  aspirant  effectively  exploits  this  issue, 
the  Republican  contest  will  become  a  real  horse  race.  And 
Jim  Baker,  who  is  no  political  fool,  might  abandon  for  good 
his  disastrous  course. 


axpayer  anger  as  much  as  the  spectre  of  college  students 
eneging  on  their  government-guaranteed  loans.  So  Educa- 
ion  Secretary  William  Bennett  is  on  to  a 
■opular  cause  in  his  recent  call  to  toughen 
^deral  student  loan  regulations. 

The  tightening  is  badly  needed.  Student 
efaults  now  cost  Uncle  Sam  more  than 
l|  1.6  billion  a  year,  one  of  the  largest  expen- 
itures  in  the  education  budget. 
'  Under  the  Guaranteed  Student  Loan 
j  rogram,  a  student  borrows  money  for 
tuition  and  Uncle  Sam  makes  good  the 
j^an  to  the  lending  institution  if  the  student  defaults. 

eginning  in  1990,  schools  that  have  a  default  rate  above 


FEW  ISSUES  AROUSE 

Most  institutions  facing  expulsion  would  be  trade 
schools.  Many  of  these  outfits  are  better  promoters  than 
educators.  They  promise  students  that  en- 
rollment will  lead  to  new  skills  and  glitter- 
ing job  opportunities.  Instead,  customers 
quickly  discover  that  the  quality  of  the  in- 
struction doesn't  meet  the  promise,  and 
drop  out.  Feeling  that  they  got  nothing  for 
their  money,  they  abandon  their  loans. 

A  number  of  these  so-called  proprietary 

institutions,  as  well  as  some  colleges,  seem 

Down  on  deadbeats  interested  only  in  getting  hold  of  a  student's 

tuition  without  providing  any  useful  instruction  in  return. 

These  rules  would  be  a  first  step  in  insuring  that  the 


'o   would  be  barred  from  participating  in   this  and 
er,  similar  federal  programs. 


money  helps  pupils  rather  than  provides  an  unjustified 
subsidy  to  a  school  not  delivering  a  proper  education. 
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A  Couple  Of  Cards  Get  Do\*l 
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From  the  moment 
David  Steinberg  hit 
the  comedy  scene, 
he  made  us  laugh 
,  out  loud.  Now 
that  he's  working 
behind  the  scenes  as  both 
writer  and  director,  we're 
still  laughing.  Not  to  mention  crying, 
pondering,  and  generally  applauding  his  feature 
films,  comic  commercials  and  series  sitcoms. 

Outperforming 
American  Express  Gold. 

Now  that  he's  gone  from  headliner  to  head  honcho, 
he's  gone  for  the  Premier  Visa®  Card.  Because  whether 
he's  shooting  a  series  in  Burbank,  or  shooting  some  golf 
in  Boca  Raton,  he  knows  the  Premier  Visa  Card  is  ac- 
cepted in  more  than  three  times  as  many  places  world- 
wide as  American  Express  Gold.  And  Premier  Visa 
comes  with  a  bank-issued  minimum  revolving  line  of 
credit  that's  over  twice  as  high. 

Also,  with  access  to  emergency  cash  at  over  five  times 
as  many  banks  and  cash  machines,  securing  funds  is 
never  a  major  production. 

How  To  Get 
Premier  Treatment. 

If  this  sounds  good  to  you,  and  you're  ready  to  enjoy 
these  advantages,  apply  at  your  bank  for  a  Premier  Visa 
Card  today. 

Seriously. 

It's  Everywhere 
You  Want  To  Be®. 


WORLDWIDE  SPONSOR 
1988  OLYMPIC  GAMES 
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television  revolutionized 
communications. 


Twenty  years  ago 

MCI  started  its  own 

revolution. 


MCI Communications  Corporation  is  proud  to  be  the  corporate  underwriter  of  TELEVISION, 
an.eight-part  public  television  series  that  spans  the  first  60  years  of  the  world's  most  powerful  medium. 

i  Watch  TELEVISION  beginning  the  week  of  January  25. 

I'roin  WNKT  New  York  and  KCKT  Los  Angeles.  Based  on  the  Granada  series. TELEVISION. 


I  MCI  COMUUIIIUl  IONS  lURI'UIMTlUN  JMUMT  l« 


What's  Ahead  for  Business 


If  you  think 

the  market  is 

confused . . . 


A  turnaround  has 

already  started,  but 

is  it  enough? 


God  helps  those 

who  help 

themselves 


Edited  by  Howard  Banks 

THE  TRIALS  OF  THREE  HANDED  ECONOMISTS 

Not  until  summer  will  it  be  clear  what's  happening  to  the  U.S. 
trade  deficit,  but  that  won't  stop  the  world's  money  and  stock  markets 
from  repeatedly  overreacting  between  now  and  then. 

Thus,  when  the  December  trade  figures  are  announced  on  Jan.  1 5,  the 
deficit  figure  is  likely  to  be  unimproved,  or  worse.  If  so,  the  dollar  will 
be  pummeled  again — perhaps  needlessly,  to  those  with  a  longer  view. 
One  such,  MIT  economist  Paul  Krugman,  thinks  we'll  see  sharply 
better  trade  results  by  midyear,  because  of  the  dual  effects  of  increas- 
ingly efficient  U.S.  manufacturing  and  the  lower  dollar. 

The  question  is  how  sharp  an  improvement,  and  how  soon? 

If  most  of  the  upturn  comes  in  1989,  export-led  job  creation  would  let 
the  new  President  raise  indirect  taxes — "make  room"  in  the  econo- 
my— so  that  the  trade  turnaround  won't  lead  to  inflation. 

But  an  export-led  boom  this  election  year,  Krugman  warns,  could  be 
troublesome  indeed.  With  neither  party  in  Washington  willing  to 
consider  raising  taxes  significantly,  the  Federal  Reserve  would  likely 
step  in  to  raise  interest  rates  and  squeeze  credit  to  kill  inflation  before 
it  starts.  Outcome:  recession. 

On  the  third  hand,  says  Krugman  with  a  self-deprecating  laugh,  maybe 
exports  won't  truly  boom.  If  so,  bringing  the  U.S.  trade  into  better 
balance  will  require  a  dollar  even  lower  than  it  already  is. 

A  turnaround  has  already  been  seen  in  sectors  such  as  chemicals 
and  paper.  Others  are  following,  such  as  aerospace  (at  $17  billion  in 
1987,  the  largest  nonfarm  trade  surplus).  Even  U.S.  steelmakers  might 
export  now  that  they  are  the  industrial  world's  lowest-cost  producers. 

But  improvements  in  those  sectors  aren't  enough  to  outweigh  the  $50- 
billion-plus  auto  deficit  and  the  rising  textiles  and  clothing  deficit. 

Nor  can  the  U.S.  export  its  way  out  of  its  deficit.  One  Washington 
calculation  says  that  even  if  world  trade  were  to  grow  in  the  five  years 
from  1987  through  1991  at  the  1981-86  growth  rate,  that  would  add 
just  $200  billion  to  world  goods  trade.  That's  not  much  more  than  the 
U.S.  deficit  right  now,  and,  of  course,  the  U.S.  isn't  the  only  trader. 

Thus,  the  U.S.  will  have  to  dig  itself  out  of  its  hole.  If  it  is  to  be 
done  without  inflation,  recession  or  both,  that  means  higher  savings, 
lower  government  spending,  lower  domestic  debt. 

Passing  laws  to  achieve  these  objectives  stands  little  or  no  chance — 
witness  the  shabby  compromise  budget  cuts  just  signed  into  law.  At 
$165  billion,  after  the  $33  billion  "cut,"  the  fiscal  1988  budget  deficit 
will  actually  be  11%  higher  than  that  of  1987  (helped  by  one-time 
higher  capital  gains  tax  payments  resulting  from  tax  reform). 

Moreover,  interest  payments  on  U.S.  foreign  debt  and  dividends  on 
foreign  holdings  pushed  the  1987  current  account  deficit  $25  billion 
higher  than  in  1986.  The  current  account  deficit  will  remain  higher 
than  the  merchandise  trade  deficit  for  the  foreseeable  future. 
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The  Forbes  Index 
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liminan     trevised 


Signs  of  a  slowdown.  Despite  a  preliminary  0.5%  rise  in 
the  Forbes  Index  for  the  month  of  November,  several 
Index  components  signal  a  weakening  ahead  in  the  econo- 
my. The  six-month  total  of  unemployment  claims  rose 
1.6%.  Results  for  November,  reflecting  layoffs  in  Detroit 
and  Wall  Street,  show  a  3.9%  jump  over  the  October 
unemployment   figure.   Manufacturers'   new   orders  fell 


0.4%  in  November,  but  the  3-month  total  of  new  orders  to 
November  inventories  was  up  0.3%.  The  12-month  total 
for  new  housing  starts  rose  0.1%. 

Industrial  production  increased  0.4%  over  October. 
Gains  of  0.7%  for  personal  income  and  0.2%  for  retail 
sales  also  supported  the  Forbes  Index.  Thus,  the  economic 
expansion  remains  alive,  but  it  is  not  in  good  shape. 


The  Forbes  Index  Components 


The  Forbes  Index  is  .1  measure  of  U.S.  economic  activity 
composed  ol  eight  equall)  weighted  elements  lotal  in 
dustrial  production,  new  claims  tot  unemploymi  n 
pensatien,  the  cost  ol  services  relative  t< >  .ill  consume] 
prices,  the  level  ol  new  orders  Em  durable  goods  com' 
pared  with  manufacturers  inventories,  total  retail  sales 
new  housing  suits,  personal  income,  total  consume] 
installment  credit 

1 1 1  measure  these  eight  elements,  Forbes  monitors  ten 
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Even  its  reviews  are  beautiful, 


fhe  1988  Buick  Regal. 

Motor  Trend 

'. . .  View  one  parked  next  to  last 
/ear's  car  —  or  drive  them 
oack-to-back  —  and  you  will 
'ealize  how  far  the  stretch 
'eally  was.  Nice  job." 
Car  and  Driver 

The  interior  design  has  a  fresh, 
Tiodern  look . . .but the  inspira- 
ion  is  clearly  Buick." 
fhe  New  York  Times 
"Handling  is  just  great,  and 


more  than  that  can't  be  said. 
On  the  highway,  the  Regal  is 
quiet  and...  well,  regal.  On  the 
twisties,  it  is  pure  fun,  flat  and 
glued  to  the  road." 
The  New  York  Times 
"Surprisingly,  in  a  car  that  is  8.4 
inches  shorter  than  the  '87 
Regal,  there  is  a  lot  of  room  in 
the  back  seat.  Not  surprisingly, 
all  of  the  seats  are  comfortable." 
Car  and  Driver 
* . .  Regal's  suspension  is  now 
fully  independent.  The  front 


end  takes  the  kinks  out  of 
Mother  Earth  with  a  pair  of 
struts  and  coil  springs.  At  each 
rear  corner,  road  ripples  are 
absorbed  by  a  strut  located  by 
a  trailing  link  and  two  lateral 
links." 

Buckle  up  and  see  your 
Buick  dealer  today. 


Q^P  OFFICIAL  CAR  OF  THE  1988  U.S.  OLYMPIC  TEAM 


The  Great  American  Road  belongs  to  Buick. 


In  the 


hest  exan 


take,  lool 


>Nc^S*«** 


N/O^ 


sNsX0 


%e 


***** 


ite^ 


"Sounds  like 
head  of  the  class 

in  in. 


Every  year,  the  Datapro  Research  Corporation  puts  mid-raiige  comput 
through  a  special  kind  of  test 

Instead  of  checking  thelspecs"  of  "different  systems,  they  ask  if  the  syste 
met  the"specs"ol  their  owners. 

\nd  in  1987  when  asked  "Would  you  recommend  your  system  toanoth 
usei  /.'  over  96%  of  the  people  who  had  IBM  systems  said"Yes.  Which  mean* 
I BM  System/36  and  System/38  were  more  frequendy  recommended  than  ;i 
other  leading  mid-range  computers. 

I  <  )i  ( »\  era  1 1  custi  >n  icr  sat  isfaction,  both  IBM  systems  won  special  merit, 
the  System/38  topped  the  list. 

So  at  IBM.  were  satisfied  too.  Praise  is  nice  no  matter  where  it  comes  ft 


' 


i  computer  can 
<ot  straight  A's. 


***** 


)0& 


t  when  it's  from  customers  it  means  the  most.  If  their  opinion  isn't  the  acid  test,  nobody's  is. 

Right  now,  over  a  quarter  million  IBM  mid-range  systems  are  out  there  proving  themselves 
3ry  day.  IBM's  mid-range  family  is  more  widely  accepted  by  more  kinds  of  businesses  than  any 
ler.  And  for  lots  of  good  reasons. 

The  IBM  System/36  and  System/38  are  noted  for  being  easy  to  install,  learn  and  use. 
'ley  re  also  easy  to  connect— with  each  other  and  in  larger  networks.  What's  more,  over  8,000 
agrams  are  available,  and  the  majority  is  "off-the-shelf  "software  that  you  can  run  right  away. 

Combine  that  with  IBM's  unmatched  reliability,  service  and  support,  and  it's  easy  to  see 
ly  the  people  who  bought  IBM  systems  will  recommend  that  you  do  the  same. 

To  find  out  more,  call  your  IBM  representative,  or  dial  1-800-IBM-2468,  ext.  21,  and  an 
M  representative  will  call  you.  ==^ 


Forbes 


Congress  gave  a  tax  break  to  developers  of 
retirement  communities.  Some  break.  It 
leaves  senior  citizens  in  bankrupt  retire- 
ment homes  and  has  cost  bond  buyers 
around  a  half  billion  dollars  in  losses. 

An  expensive 
free  lunch 


By  Matthew  Schifrin 


Retired  Army  Colonel  Thomas 
Miller  well  remembers  the  day 
he  attended  a  free-lunch  in- 
vestment seminar  at  Tucson's  OK 
Corral.  After  dining  on  steak  and  po- 
tatoes, the  72-year-old  Miller  and 
about  two  dozen  other  gray-haired  se- 
niors listened  to  a  pitch  on  tax-tree 


investing  in  the  retirement  industry. 
The  seminar's  sponsor:  Buchanan  & 
Co.  of  fackson,  Miss. 

"They  were  very  smooth,"  says 
Miller.  "They  told  us  that  municipal 
bonds  were  99%  safe."  Three  years 
and  five  lunches  later,  Miller  has  al- 
ready lost  $66,500  of  the  $131,000  he 
invested  in  bonds  secured  by  nonprof- 
it retirement  communities. 


Tucson  retirees  <  <>l<»icl  Thomas  and  Mary  Miller 

Their  free  lunches  have  cost  them  S66.500  so  far. 


And  not  only  bondholders  are  being 
cheated.  One  of  Miller's  defaulted 
bonds  is  for  the  240-unit  Skylyn  Hall 
retirement  center  in  Spartanburg,  S.C. 
Just  a  few  days  before  Skylyn's  bank- 
ers foreclosed,  Julia  Manning  paid 
$34,000  for  a  Skylyn  unit.  At  93,  Man- 
ning requires  a  companion  to  help  her 
get  by  from  day  to  day.  Adding  to  her 
worries,  Skylyn's  promised  on-prem- 
ises  nursing  home  may  never  open. 

Manning  and  Miller  are  only  two 
among  tens  of  thousands  of  victims  of 
a  billion-dollar  tax-exempt  bond  scan- 
dal. If  you  haven't  heard  of  this  scan- 
dal, it's  because  there's  no  sure  way  of 
tracking  the  issuers  or  the  victims, 
since  these  elderly-housing  issues  are 
exempt  from  SEC  registration.  Con- 
gress accorded  them  that  dubious  ex- 
emption by  allowing  them  to  be  treat- 
ed as  "municipal"  bonds.  This  much 
is  now  clear:  Over  $1  billion  in  de- 
faulted retirement  facility  and  nurs- 
ing home  bonds  have  already  cost  un- 
wary investors  hundreds  of  millions 
of  dollars. 

No  underwriter  has  been  more  ag- 
gressive in  this  game  than  Buchanan 
&  Co.  of  Jackson.  Over  the  last  five 
years  this  obscure  brokerage  has  un- 
derwritten some  $600  million  worth 
of  tax-exempt  retirement  center  and 
nursing  home  bonds.  Of  the  estimat- 
ed $5  billion  worth  of  such  bonds 
marketed  nationwide  in  the  last  ten 
years,  over  $1  billion  worth,  raised  in 
100  issues,  has  gone  into  default. 
About  half  of  the  100  defaulted  issues 
were  marketed  by  Buchanan  &.  Co. 

Congress  has  closed  the  door  on 
most  other  tax-free  revenue  bonds  (or 
subjected  them  to  state-by-state  ceil- 
ings). With  brokers  thus  gasping  for 
product  to  peddle,  tax-exempt  financ- 
ing for  retirement  facilities  has  been 
attracting  such  big-time  underwriters 
as  Smith  Barney  and  Morgan  Stanley. 
But  they  have  been  relatively  small 
players.  Buchanan  has  been  one  of  the 
biggest  players,  flooding  the  market 
with  tax-exempt  paper  with  little  re- 
gard to  the  quality  of  the  projects  se- 
cured by  the  bonds.  During  the  late 
1970s  and  early  1980s  Buchanan  did  a  , 
successful  business  in  underwriting 
tax-exempt  bonds  for  utility  districts 
and  nursing  homes.  Why  not  transfer 
this  success  to  the  financing  offered  to 
retirement  home  projects?  Buchanan 
plowed  ahead. 

For  Buchanan,  which  already  had 
offices  set  up  in  Tampa,  Tucson  and 
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other  Sunbelt  cities,  marketing  the 
bonds  proved  a  snap.  For  target  inves- 
tors, the  firm  aimed  at  senior  citizens, 
who,  after  all,  would  naturally  be 
sympathetic  to  the  purpose  of  the 
projects.  (As  a  rule,  however,  inves- 
tors were  not  also  residents.)  At  the 
lunch  seminars,  bondholders  claim, 
salesmen  would  routinely  suggest 
that  retirement  centers  were  just  like 
nursing  homes  and  that  municipal 
bonds  were  as  good  as  money  in  the 
bank.  Buchanan  advertised  juicy  tax- 
free  rates— 12%  to  16% — on  first 
mortgage  bonds.  To  attract  developers 
and  projects  to  finance,  Buchanan  ad- 
vertised 100%  financing  in  health  in- 
dustry trade  magazines. 

The  brains  of  the  operation  was — 
and  is — Robert  Buchanan  Jr.,  51,  a 
penny-pinching  onetime  pharmacist 
and  son  of  a  Mississippi  preacher. 
Known  as  a  taskmaster  who,  former 
employees  say,  goes  out  of  his  way  to 
check  the  return  slots  of  pay  tele- 
phones for  uncollected  coins,  Buchan- 
an personally  does  much  of  the  dig- 
ging that  turns  up  promotable  proj- 
ects. He  declined  to  be  interviewed  for 
this  story,  clearly  preferring  to  keep  a 
low  profile. 

What  buyers  of  the  bonds  did  not 
always  realize,  however,  is  that — as 
with  other  private-purpose  revenue 
bonds — the  nominal  issuer,  a  munici- 
pality, is  not  in  fact  the  borrower. 
These  are  not  full  faith  and  credit 


KA  Kennedy  IILThc  CLmon  Ledger 


Buchanan  e  Co.  's  Robert  Buchanan  Jr. 
Keeping  a  low  profile  in  Jackson. 

bonds.  The  municipality  simply  lends 
its  tax-exempt  status  to  a  special, 
nonprofit  entity  created  to  own  and 
run  the  project  once  it  is  built.  So 
even  though  bond  prospectuses  bran- 
dish names  like  New  Jersey  Economic 
Development  Authority  and  the 
Mesa,  Ariz.  Industrial  Development 
Authority,  the  entity  backing  the 
bonds  is  actually  the  poorly  capital- 
ized nonprofit  entity. 
No  surprise  that  the  $5.5  million 


retirement  village  in  Bowling  Green, 
Ky.,  a  Buchanan  bond  issue  that  came 
out  in  1983,  is  trading  at  about  10 
cents  on  the  dollar  after  defaulting  in 
1984.  Hunt's  Healthcare,  an  Indiana 
nursing  home  Buchanan  underwrote 
in  1985,  is  going  for  75  cents,  even 
though  it  is  still  paying  interest — out 
of  its  reserve  fund,  however. 

"These  are  the  penny  stocks  of  the 
bond  business,"  says  Richard  Leh- 
mann,  whose  Miami-based  Bond  In- 
vestors Association  tracks  defaults  of 
both  muni  and  taxable  bonds.  Most  of 
the  retirement  home  issues  are  unrat- 
ed by  Moody's  or  S&P,  and  like  all 
municipals  they  are  not  registered 
with  any  state  or  federal  regulatory 
agency. 

Thus  unrated  and  unregistered,  the 
bonds  could  not  be  easily  sold  to  well- 
informed  investors.  Which  is  why  Bu- 
chanan went  out  and  beat  the  bushes 
for  relatively  unsophisticated  inves- 
tors tempted  by  high  yields. 

One  reason  so  many  of  Buchanan's 
projects  flop  is  that  the  sites  are  hasti- 
ly chosen  and  are  often  totally  inap- 
propriate locations  for  retirement 
homes.  Take  the  Edwinola  retirement 
center,  a  255-unit,  Buchanan-financed 
project  located  smack  in  the  center  of 
run-down  Dade  City,  Fla.,  30  miles 
north  of  Tampa.  Four  months  after 
opening  in  late  1983  the  project  filed 
for  bankruptcy,  having  attracted  few- 
er than  15  residents. 


The  ten  worst 

Apart  from  the  $2.25  billion  WPPSS  bankruptcy,  the  $1      the  worst  muni  bond  disaster  in  history.  Below,  the  ten 
billion  in  defaulted  retirement  facility  bonds  stands  as      biggest  underwriters  of  these  issues. 

Underwriter 

Defaults 
($mil) 

Number  of 
projects 

Comment 

Buchanan  &  Co. 
Jackson,  MS 

$390+ 

51 

Free  lunch  seminars  corralled  some  S600  million  of  bond  buyers.  Most  feasibility 
studies  from  May  Zima  &.  Co. 

Hereth,  Orr  &  Jones* 
Atlanta,  GA 

270+ 

10 

After  several  defaults  of  bonds  it  underwrote,  was  shut  down  late  1983  for  net  capital 
violations.  Feasibility  firms  include  Laventhol  &  Horwath,  Price  Waterhouse. 

Swink  &  Co. 
Little  Rock,  AR 

106+1 

7 

After  retirement  projects  in  4  states  defaulted,  still  very  active  in  junk  munis. 
Feasibility  firms  include  Laventhol,  May  Zima. 

Henderson  Few  &  Co. 
Atlanta,  GA 

106+ 

6 

Founder  Gerry  Henderson  moved  from  Atlanta  to  Sarasota,  Fla.  Now  active  in 
retirement  center  workouts. 

Miller  &  Schroeder 
Minneapolis,  MN 

97+ 

4 

Placed  many  of  its  bonds  in  insured  unit  trusts.  Feasibility  firm:  Laventhol. 

J.  Milton  Newton  &  Co.* 
St.  Petersburg,  FL 

58 

4 

Founder  J.  Milton  Newton  taught  Robert  Buchanan  Jr.  the  business.  After 
financial  reversals  in  1984,  Newton  committed  suicide  in  office. 

Juran  &  Moody 
St.  Paul,  MN 

36 

2 

Successful  in  utility  district  bonds,  encountered  problems  in  retirement  centers. 

Blyth  Eastman  PaineWebber 
New  York,  NY 

33+ 

1 

Defaulted  retirement  home  bonds  settled  in  1985  for  91  cents  on  the  dollar. 

Herbert  |.  Simms 
New  York,  NY 

33+ 

1 

Only  default  of  the  dozens  of  retirement  centers  it  has  underwritten.  Default  settled 
in  1985  (see  Blyth  Eastman). 

Merrill  Lynch 
New  York,  NY 

32+ 

1 

Failed  Westminster  Village  in  Daphne,  Ala.  refinanced  twice,  now  68% 
occupied.  Merrill  Lynch  made  good  the  losses  of  original  bondholders. 

"No  longer  in  business.     tFull  ; 

imount  credited  to  co-underwriters. 

^Includes  participation  in  selling  syndicate  of  $53  million  Royal  Regency  project 

Sources  ;  Bond  Investors  Association,  bank  trustees,  dealers,  Forbes. 
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In  short,  some  projects  were  built 
more  as  an  excuse  for  issuing  bonds 
than  on  the  basis  of  sound  studies. 

In  some  cases,  construction  costs 
were  allowed  to  escalate  out  of  con- 
trol. In  one  such  project,  the  Pataskala 
Country  Manor  in  Licking  County, 
Ohio,  Buchanan  raised  $2.3  million 
through  a  1985  tax-exempt  bond  is- 
sue. But  all  the  money  was  gone  be- 
fore construction  was  completed. 

In  virtually  all  the  cases,  Buchanan 
and  its  partners  routinely  skimmed 
off  so  much  money  in  upfront  under- 
writing and  related  fees  that  there  was 
little  left  to  execute  the  project  itself. 

Take  Buchanan's  Sun  Mesa  Health 
Care  Project  outside  Phoenix,  Ariz. 
Less  than  $9  million  of  the  original 
$15.5  million  bond  issue  in  1984  was 
allotted  for  land  and  construction. 
Most  of  the  rest  was  committed  to 
fees,  including  more  than  $1.6  mil- 
lion, or  10%,  to  Buchanan  itself.  Ac- 
cording to  the  prospectus,  around 
$500,000  in  fees  was  for  marketing 
the  units.  But  marketing  was  legally 
impossible — since  the  promotors  nev- 
er got  the  necessary  state  permit. 

The  now-defunct  Atlanta  office  of 
May  Zima  &  Co.,  a  firm  listed  on 
dozens  of  failed  retirement  projects, 
came  up  with  Sun  Mesa's  rosy  feasi- 
bility study.  According  to  May  Zima's 
assumptions,  Sun  Mesa,  which  never 
opened,  would  be  up  to  90%  occupied 
within  three  years  of  the  bond  issue. 
At  the  time,  there  were  3,254  units  in 
other  retirement  homes  already  oper- 
ating in  the  area  and  another  725 
units  under  construction.  All  this  was 
routinely  mentioned  in  the  prospec- 
tus, but  most  of  Buchanan's  bond  buy- 
ers weren't  the  kind  who  read  pro- 
spectuses 

Not  satisfied  with  fat  fees,  Buchan- 
an &.  Co.  has  found  a  way  to  profit 
from  its  failures  by  speculating  in  the 
defaulted  issues.  When  projects  fail, 
Buchanan's  brokers,  as  market- 
makers,  can  buy  back  the  bankrupt 
bonds  at  20  cents  to  40  cents  on  the 
dollar.  At  the  same  time  Buchanan 
sometimes  brings  in  a  workout  team 
to  help  revive  the  proiect. 

Buchanan  has  had  company  in  re- 
tirement underwriting.  Merrill  Lyndh 
underwrote  a  $32  million,  292-unit 
Alabama  retirement  center  that  went 
bust  nearly  three  years  after  the  bonds 
were  issued.  To  its  credit,  Merrill 
Lynch  made  good  the  losses.  But  less 
than  10%  of  the  defaulted  proiccts 
have  been  underwritten  by  major 
firms.  The  primary  peddlers  of  these 
unrated  high-yielding  tax-exempts  are 
regionally  based  muni  dc.ikrs— like 
Buchanan— clearly  unable  and  un- 
willing to  make  investors  whole- 


Buchanan  &  Co.  is  facing  at  least 
six  lawsuits  in  four  states.  A  court 
victory  for  investors  could  be  hollow, 
however.  Last  year  the  firm  lost  $2.5 
million,  according  to  the  Mississippi 
securities  commissioner,  and  as  of 
October  1987  was  down  to  $418,000 


in  capital.  It's  a  lesson  that  investors 
keep  learning  over  again  the  hard  way: 
Bonds  that  pay  way  above  market  in- 
terest rates  may  be  no  bargain.  And 
just  because  something  has  a  tax  ben- 
efit doesn't  mean  that  it's  a  good 
investment.  ■ 


Spend  more,  the  U.S.  urges  Japan.  The  Jap- 
anese are  responding,  but  in  ways  that  do 
the  U.S.  little  good.  They  are  gorging  on 
gold,  diamonds,  jewelry. 

Eiyoy!  Eiyoy! 


By  Andrew  Tanzer 


T|auahiko  Fukami  recalls  with 
relish  when  the  Tokyo  stock 
market  tested  new  heights  last 
August.  Waves  of  wealthy  customers 
swarmed  to  his  Yamazaki  Co.  stores, 
where  many  of  them  plopped  down 
million-yen  bundles  of  notes  wrapped 
in  the  paper  of  Japanese  securities 
companies. 

Having  sold  stocks,  what  were  they 
buying?  Gold,  platinum,  diamonds 
and  other  precious  metals  and  jewelry 
pieces.  Annual  sales  at  Fukami's  Ya- 
mazaki have  doubled  (in  yen  terms)  in 


five  years,  to  $230  million.  "People 
have  become  rich  here,"  explains  Fu- 
kami. "But  they  can't  afford  to  buy 
land  or  houses,  so  they're  buying  jew- 
elry instead." 

Japan  is  entering  a  golden  age.  After 
sweating  and  sacrificing  to  rebuild 
their  economy  and  supply  themselves 
with  modern  life's  basics,  middle- 
class  Japanese  are  now  beginning  to 
indulge  themselves  in  life's  luxuries, 
from  mink  coats  and  BMWs  to  pre- 
cious metals  and  jewelry. 

To  catch  some  of  the  spending, 
trading  companies  such  as  Sumitomo 
Corp.,  Japan's  biggest  gold  dealer,  are 


Sumitomo  Corp  's  :\ki<>  Imamura 

"The  government  was  too  confident. 
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moving  downstream  into  precious 
metals  and  jewelry  retailing.  Kimono, 
fur  and  cosmetics  outlets  are  adding 
jewelry  lines  to  compete  with  depart- 
ment stores  and  specialty  jewelers. 

Already  at  $16  billion  (1986  retail 
sales),  the  jewelry  business  in  Japan  is 
expected  to  double  within  five  years. 
At  Hattori  Seiko's  elegant  Wako  de- 
partment store  in  the  Ginza,  jewelry 
is  the  fastest-growing  department, 
and  middle-aged  women  are  the  best 
customers.  "If  it's  up  to  1  million  yen 
[about  $8,000  at  current  rates],  house- 
wives can  buy  a  piece  without  permis- 
sion from  their  husbands,"  explains 
Teruaki  Kobayashi,  the  jewelry  de- 
partment's manager. 

Until  recently,  gold  was  a  favorite 
vehicle  for  cash-rich  Japanese,  such  as 
doctors,  real  estate  brokers  and  pa- 
chinko  parlor  owners  who  wanted  to 
avoid  income  or  inheritance  taxes. 
Now  the  market  is  far  broader.  Mil- 
lions of  young  Japanese  noncareer  sin- 
gle working  women,  affectionately 
called  "office  ladies,"  usually  live 
with  their  parents  and  so  have  plenty 
of  money  to  spend.  Eighteen-karat 
gold  jewelry  has  become  as  much  a 
part  of  their  lifestyle  as  have  designer 
dresses  and  Louis  Vuitton  bags. 
"They  buy  gold  jewelry,"  reports  Yo- 
shiki  Watanabe,  head  of  Marubeni 
Corp.'s  precious  metals  department, 
"like  men  buy  neckties."  Italian  gold 
jewelry  imports  are  especially  hot. 

Japan  produces  almost  no  gold  or 
other  precious  metals  itself,  and  must 
import  whatever  it  consumes.  In  1986 
Japan  imported  608  tons  of  gold, 
worth  $7  billion,  almost  half  of  non- 
communist  world  production.  The 
government  accounted  for  324  tons  of 
that  amount,  for  a  coin  commemorat- 
ing Emperor  Hirohito's  60-year  reign. 
Estimated  imports  for  1987  were 
around  250  tons,  down  from  1986  but 
2.5  times  the  level  in  1983. 

In  Japan,  where  nearly  everything  is 
more  expensive  than  elsewhere  in  the 
world,  precious  metals  and  gold  seem 
relatively  dirt  cheap.  Since  September 
1985  the  dollar  price  of  an  ounce  of 
gold  has  climbed  54%,  to  $486,  while 
it  has  dropped  24%  in  yen  terms.  Rel- 
atively speaking,  it's  as  if  Americans 
could  buy  gold  at  $240  or  so  an  ounce. 

In  an  unexpected  way,  the  market- 
ing of  the  Emperor  Hirohito  coin  got 
Japanese  hooked  on  gold.  The  govern- 
ment minted  10  million  100,000-yen 
legal  tender  coins  and  offered  them  to 
the  public  at  a  150%  premium  to  their 
gold  content — a  handy  way  to  mop  up 
excess  liquidity  and  rake  in  revenues. 
The  issue  itself  flopped;  1  million  of 
the  20-gram  coins  were  returned  un- 
sold to  the  Bank  of  Japan's  vaults,  and 


Tokyo 's  Oriental  Gold  shop 
After  sacrifice,  indulgence. 

plans  for  a  second  minting  have  been 
sharply  reduced.  "The  government 
was  too  confident,"  explains  Akio 
Imamura,  manager  of  Sumitomo 
Corp.'s  precious  metals  department. 
But  the  marketing  blitz  helped  ignite 
interest  in  gold. 

The  150%  premium  apparently 
struck  the  Japanese  as  too  steep,  but 
they  have  been  flocking  to  buy  the 
Canadian  Gold  Maple  Leaf,  where  the 
premium  over  the  gold  content  aver- 
ages only  10%.  Last  year  Japanese 
consumers  bought  20%  of  the  coins 
issued.  Maple  Leaf  pendants  are  now 
the  rage  in  Tokyo. 

Demand  for  other  precious  metals 
and  stones  is  also  surging.  "House- 
wives [who  usually  handle  family  fi- 


nances] are  buying  platinum  ingots," 
reports  Illya  Shimizu,  public  relations 
manager  of  Platinum  Guild  Interna- 
tional's Tokyo  office.  Shimizu  esti- 
mates that  Japan  imported  50  tons  of 
the  world's  platinum  production  of  93 
tons  in  1987.  Japanese  women  have 
long  preferred  the  subtle  metal  to 
gold;  geisha  girls  often  wore  platinum 
hair  ornaments  during  the  Meiji  era. 
Today  90%  of  the  world's  platinum 
jewelry  is  produced  and  consumed  in 
Japan.  Last  year  PGI  hired  West  Ger- 
many's Hans  Muth,  who  designs 
BMW  cars,  to  design  men's  platinum 
jewelry  for  the  Japanese  market. 

Diamonds?  Traditionally  the  Japa- 
nese have  shunned  diamonds,  but  a 
big  ad  campaign  by  the  De  Beers  cartel 
is  changing  that.  De  Beers  insists,  for 
example,  that  it  is  "common  sense" 
for  a  groom  to  present  a  diamond  en- 
gagement ring  worth  three  times  his 
monthly  income.  The  campaign  is 
working.  Diamond  imports  rose  58% 
in  the  first  half  of  1987,  to  1.1  million 
carats,  after  rising  37%  in  1986.  "To- 
day," sighs  Yutaka  Asanuma,  manag- 
er of  Miwa  Jewelry's  Ginza  store, 
"people  are  more  romantic." 

After  decades  of  self-sacrifice,  who 
would  begrudge  middle-class  Japanese 
some  romance  and  luxury  in  their 
lives?  Still,  one  might  hope  they'd  buy 
as  much  from  the  U.S.  as  from  Italy, 
France,  Germany  and  Canada.  ■ 


Shaw  Industries,  the  nations  largest  car- 
petmaker,  wipes  its  feet  on  the  competition. 

Full  speed 
ahead  and  damn 
the  stock  market 


By  Kerry  Hannon 


W'hen  the  golf  club  he  be- 
longed to  got  too  crowded  for 
his  taste,  with  600  members, 
Robert  Shaw  built  his  own  private 
championship  course  in  Dalton,  Ga. 
The  mid-October  market  crash  un- 
nerved most  people,  but  not  Shaw: 
Without  blinking,  he  went  ahead 
with  an  estimated  $140  million  deal 


to  buy  competitor  West  Point-Pepper  - 
ell's  carpet  business.  The  chief  execu- 
tive of  Shaw  Industries  is  accustomed 
to  having  his  way. 

That  late  November  cash  acquisi- 
tion, for  the  country's  fourth-largest 
carpet  mill,  boosted  the  Dalton,  Ga.- 
based  company's  revenues  to  $1.2  bil- 
lion, making  Shaw  the  world's  largest 
carpetmaker,  with  carpet  revenues 
double  those  of  its  nearest  competi- 
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tor,  Burlington  Industries.  More,  the 
deal  moved  Shaw  strongly  into  three 
areas  of  the  business  where  it  has 
been  weakest:  luxury,  high-pile  car- 
pets, bland  but  durable  commercial 
carpets  that  cover  offices  and  lobbies, 
and  profitable  wool  carpets. 

Shaw  Industries  was  founded  in 
1961  by  Shaw,  now  56,  and  his  older 
brother  J.C.  (Bud),  58  and  chairman  of 
the  board.  Shaw  is  not  only  big,  it  is 
also  profitable  and  growing  madly  in  a 
low-margin  struggling  industry  that 
is  tossed  about  by  homebuilding  cy- 
cles and  the  whims  of  decorators. 
Since  1981  Shaw's  sales  have  in- 
creased fivefold,  and  income  has  more 
than  tripled.  "We  just  keep  adding  the 
zeros"  says  Bob  Shaw. 

Part  of  his  secret  is  a  far-reaching, 
relentlessly  reliable  distribution  sys- 
tem and  the  company's  cultivation  of 
smaller  customers  instead  of  relying 
on  a  couple  of  large  buyers.  Some  500 
salaried  salespeople  peddle  Shaw's 
medium-priced  Philadelphia  and  Ma- 
gee  brand  carpets  through  14  regional 
warehouses.  And  though  Shaw  sells 
to  big  merchandisers  like  Sears  and 
New  York  Carpet  World,  no  one  cus- 
tomer accounts  for  more  than  2%  of 
sales.  Its  strong  suit  is  selling  carpet 
through  the  fastest-growing  segment 
of  the  market — small  retailers  that 
operate  one  or  two  stores.  This  is  a 
higher-priced,  and  therefore  higher- 
margin,  end  of  the  business,  where 
distribution  is  key. 

High-speed,  highly  efficient  manu- 
facturing plants  operate  24  hours  a 
day,  six  days  a  week.  Shaw's  labor 
costs  are  10%  of  overall  production 
costs,  while  the  rest  of  the  industry 
struggles  with  around  15%.  Admit- 
tedly, the  efficiency  did  not  come 
cheap.  The  carpetmaker  has  spent 
$200  million  over  the  last  five  years  to 
modernize  its  mills.  Today  those 
mills  are  equipped  with  superhigh 
volume  tutting  machines  (which  sew 
1,800  stitches  per  minute  and  can 
turn  out  six  times  as  much  carpet  per 
hour  as  the  older  machines).  They 
possess  a  computerized  inventory  and 
a  telecommunications  system  that 
now  allows  orders  to  be  filled  in  48 
hours  (industry  average:  six  days). 

Shaw  showed  its  competitive  prow- 
ess in  the  tall  of  1986  when  Du  Pont 
and  Monsanto  turned  carpet  retailing 
on  its  head  with  the  first  genuine 
technological  innovation  in  carpet  fi- 
bers in  five  years.  Both  companies  si- 
multaneously introduced  a  heavier, 
chemically  impregnated  carpet  fiber 
that  was  truly  stain  resistant.  From 
ketchup  to  meatloat,  stains  wiped 
effortlessly.  Consumers  natural- 
imored  tor  the  product.  But  de- 
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Shaw  Chief  Executive  Robert  Shaw 
"We  just  keep  adding  the  zeros." 

mand  far  outreached  supplies. 

Though  Shaw  was  caught  off  bal- 
ance by  the  new  product,  it  quickly 
recovered  by  purging  its  inventories 
and  rapidly  changing  over  its  machin- 
ery. It  took  competitors  much  longer 
to  recoup.  At  West  Point,  for  example, 
net  income  in  1987  declined  58%,  to 
$6    million,    from    S14    million.    At 


Shaw,  income  for  fiscal  1987  was  ac- 
tually up  18%,  to  $28.5  million,  from 
$24  million  in  1986.  "While  the  other 
carpetmakers  weaken,  Shaw  is  step- 
ping in  and  cutting  away  their  market 
share,"  says  John  Baugh,  an  analyst 
with  Richmond,  Va. -based  Wheat 
First  Securities. 

With  housing  starts  expected  to 
drop  around  10%  this  year,  Shaw's 
stock  is  just  rising  off  the  floor.  As 
high  as  30  in  1987,  it  currently  trades 
on  the  New  York  Stock  Exchange  at 
around  16,  up  from  a  low  of  125/s,  only 
7  times  estimated  1988  earnings  and 
1.6  times  book  value.  A  takeover  can- 
didate? It  would  have  to  be  a  terribly 
rich  takeover — and  friendly.  The 
Shaw  family  controls  15%  of  the  16.5 
million  outstanding  shares;  another 
6%  is  owned  by  John  McCarty,  a  past 
board  member  and  family  friend. 

But  Bob  Shaw's  impatience  shows 
again.  He  wants  to  keep  expanding, 
only  at  these  prices  he  can't  sell  addi- 
tional common  stock.  So  he  must  bor- 
row, even  though  his  estimated  $262 
million  in  debt  is  already  more  than 
60%  of  total  capital.  "We  can't  just  sit 
and  wait  for  the  market  to  come 
around,"  Shaw  says.  If  borrowing  is 
the  only  way  to  get  the  money,  then 
look  for  Shaw  to  keep  borrowing.  He's 
not  about  to  just  sit  around  and  wait 
for  the  stock  market  to  come  back.  ■ 


Hilton  Hotels  may  look  like  a  raider's  de- 
light. But  don  V  underestimate  Barron  Hil- 
ton and  his  potent  business  plan. 


The  son 
also  rises 


By  John  Heins 


I't  isn't  easy  being  Barron  Hilton, 
chairman  of  Beverly  Hills-based 
i  Hilton  Hotels  Corp.  His  perfor- 
mance is  measured  not  only  against 
tough  competitors  like  Marriott  and 
Hyatt  but  also  against  the  record  of 
his  father,  the  legendary  Conrad  Hil- 
ton, who  built  the  company  after  buy- 


ing a  small  Texas  inn  in  1919. 

If  business  is  good,  people  say  it's  < 
because  of  the  assets  Conrad  put  to- 
gether. If  business  is  bad,  it's  the  60- 
ycar-old  Barron  Hilton's  fault.  Real 
estate  and  casino  czar  Donald  Trump 
calls  Hilton  just  another  "member  of 
the  Lucky  Sperm  Club."  Such  talk 
leads  some  people  to  believe  that  Hil- 
ton Hotels  would  be  a  lovely  takeover 
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Hilton  Hotels  Barron  Hilton 
His  gambling  is  paying  off. 

target.  Hilton,  with  275  hotels,  has 
assets  worth  $110to$120a  share,  say 
analysts,  but  the  stock  trades  only 
around  $73.  Debt  is  less  than  25%  of 
total  capital,  cash  flow  is  strong  and 
growing,  and  any  added  debt  service 
not  covered  by  cash  flow  could  be  paid 
by  the  sale  or  lease  of  prime  proper- 
ties, such  as  Manhattan's  Waldorf-As- 
toria hotel  or  the  casino/hotel  proper- 
ties in  Nevada. 

Maybe,  but  anyone  makes  a  mis- 
take who  writes  off  Barron  Hilton  too 
quickly.  The  wild  card  in  any  take- 
over attempt  is  a  long-running  court 
battle  over  ownership  of  a  27%  stake 
in  Hilton  once  owned  by  Conrad  Hil- 
ton. Conrad,  who  died  in  1979  at  the 
age  of  91,  bequeathed  these  shares  to 
his  charitable  foundation,  set  up  pri- 
marily to  support  Catholic  nuns. 

Barron  Hilton  himself  controls  an- 
other 3.4%  of  the  25  million  shares. 
He  claims  his  father's  will  gave  him 
the  option  to  buy  the  stake  from  the 
foundation  at  the  1979  price  of  $24  a 
share — a  total  of  $330  million  less 
than  the  current  market  price.  A  Cali- 
fornia superior  court  ruled  against 
Barron  in  1986,  and  he  is  now  await- 
ing the  hearing  of  his  appeal,  expected 
within  the  next  few  months. 

But  even  if  he  loses,  Hilton  is  no 
pushover.  Look  at  his  success  with 
'  casinos.  Barron,  an  avid  poker  player, 
took  the  company  into  Nevada  gam- 
ing with  the  $112  million  purchase  of 
two  casino/hotels  in  the  early 
1970s — with  his  father's  blessing.  Las 
Vegas,  after  some  early  heat  from  At- 
lantic City,  is  again  doing  well  and  in 
1987  had  its  best  growth  in  gaming 
revenues  in  a  decade. 


The  Park  Avenue  lobby  of  Manhattan's  recently  renovated  Waldorf-Astoria 
Lush  cashflow  helped  pay  for  a  $1.2  billion  system-wide  face-lift. 


Through  well-planned  expansion 
and  tight  cost  control,  Hilton's  three 
Nevada  casino/hotels  (the  Las  Vegas 
Hilton,  the  Flamingo  Hilton  and  the 
Reno  Hilton)  account  for  roughly  half 
of  Hilton  Hotels'  total  operating  in- 
come. High  margins  at  the  casino/ 
hotels,  where  occupancy  rates  average 
nearly  85%,  is  a  big  reason  Hilton's 
net  profit  margin,  at  around  13%,  is 
almost  four  times  that  of  Marriott's. 

Armed  with  cash  flow  from  gam- 
bling, Barron  Hilton  set  about  in  1984 
to  strengthen  Hilton's  hotels.  Well- 
located  older  properties  were  run 
down,  and  Hilton  was  losing  business 
to  Marriott,  Westin  and  Hyatt.  This 
spring,  however,  Hilton  will  complete 
a  giant,  $1.2  billion  renovation  of  its 
system,  including  such  stalwarts  as 
the  Waldorf  and  the  Chicago  Hilton  & 
Towers — formerly  the  Conrad  Hilton. 
Barron  also  spiffed  up  hotel  market- 
ing, moving  away  from  vague  corpo- 
rate "image"  advertising  toward  spe- 
cific promotions  aimed  at  older  peo- 
ple, frequent  guests  or  tourists. 

Results?  With  previously  closed 
rooms  now  being  filled  at  higher  rates, 
operating  income  from  hotels  rose 
23%  in  the  nine  months  ending  Sept. 
30,  to  $75  million.  Occupancy  rates 
rose  to  69% — vs.  65%  for  the  indus- 
try— up  from  66%  last  year.  The  mar- 
ket crash  has  had  almost  no  effect  as 
yet  on  advance  bookings  for  meetings 
and  conventions. 

Hilton  Hotels'  earnings,  which  had 
gone  nowhere  since  the  renovation 
began,  are  starting  to  pick  up.  On  rev- 
enues of  better  than  $800  million, 
Hilton  in  1987  earned  an  estimated 
$110  million,  $4.40  a  share,  up  12%. 


That  doesn't  include  gains,  worth  at 
least  $1  a  share,  for  the  lucrative  sales 
of  the  Beverly  Hilton  and  a  parcel  of 
land  adjacent  to  the  New  York  Hilton. 
James  Schmitt,  a  Somis,  Calif,  invest- 
ment analyst,  expects  earnings  to  rise 
more  sharply  next  year,  to  $5.30  or 
$5.40  a  share. 

With  cash  free  for  other  uses,  Hil- 
ton plans  to  expand  internationally 
(the  company  spun  off  its  internation- 
al arm  in  1964,  so  it  can't  use  the 
Hilton  name  outside  the  U.S.).  He 
wants  to  have  at  least  20  Conrad  In- 
ternational hotels  operating  or  under 
development  by  1991 .  He  already 
runs  a  hotel/casino  in  Queensland, 
Australia,  and  projects  are  under  way 
in  Monte  Carlo,  the  island  of  St.  Mar- 
tin, Hong  Kong  and  Cancun,  Mexico. 

At  home,  Hilton  plans  to  build  ten 
wholly-owned  all-suite  hotels  within 
the  next  two  years.  He  is  on  the  prowl 
for  acquisitions.  The  company  has 
been  outbid  recently  for  an  interna- 
tional hotel  chain  and  a  large  casino/ 
hotel  in  Las  Vegas.  With  a  light  debt 
load,  he  would  have  no  trouble  raising 
money  for  acquisitions,  but  overpay- 
ing for  acquisitions  is  not  Barron  Hil- 
ton's style. 

Watch  Hilton  closely.  Aware  that 
he  may  lose  the  court  fight  over  his 
father's  will,  Barron  Hilton  is  deter- 
mined to  make  the  company  take- 
over-proof by  improving  earnings  and 
operations  to  the  point  where  the 
stock  price  finally  reflects  asset  value. 
Only  then  will  he  rest  secure  on  his 
inherited  executive  suite.  Only  then 
will  he  be  able  to  throw  Donald 
Trump's  insults  back  in  the  New 
Yorker's  face.  ■ 
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Time  was  when  corporate  chieftains  paled 
at  his  very  name.  Today  T.  Boone  Pickens 
Jr.  can't  even  win  in  his  hometown. 

I  don't  get 
no  respect 


By  William  P.  Barrett 

This  is  the  true  tale  of  a 
touchy  Texas  tycoon  who 
was  peeved  at  his  local 
newspapers.  It  is  a  story,  too,    s,^^ 
of  how  not  to  win  friends  and 
influence  people. 

We're  talking  about  T.  Boone  Pick- 
ens Jr.,  takeover  artist,  bestselling  au- 
thor and  general  partner  of  Mesa  Lim- 
ited Partnership.  His  home  is  Amanl- 
lo — a  High  Plains  crossroads  city  of 
oil,  natural  gas,  helium,  cattle,  farm- 


ing and  180  churches  for  its 

[Amarillo         160,000   residents.    It    also 

I      sits  in  an  area  whose  largest 

'      industrial     employer,     the 

J   Pantex  plant,  assembles  ev- 

jr    ery  nuclear  bomb  and  war- 

j^head  made  in  the  U.S. 

As  a  political  conservative, 
Pickens  professes  a  strong  desire 
to  end  government  waste  and  save 
taxpayer  dollars.  Except,  it  seems, 
when  Pickens'  own  interests  are  at 
stake — in  this  case,  the  undistin- 
guished   campus    of     5,700-student 


West  Texas  State  University,  in  near- 
by Canyon.  Pickens  is  board  chair- 
man at  WTSU,  which  recently  re- 
named its  business  school  after  him. 

Toward  the  end  of  1986  Amarillo's 
two  jointly  owned  daily  newspapers, 
known  as  the  Globe-News  (combined 
circulation  71,000),  started  running 
some  colorful  stories  about  WTSU. 
One  described  how,  in  tough  econom- 
ic times,  the  official  home  being  built 
for  the  university  president,  Pickens 
protege  Ed  D.  Roach,  would  cost  near- 
ly $1  million,  not  the  $450,000  bud- 
geted. Another  told  how  the  school's 
basketball  players  had  billed  nearly 
$19,000  of  personal  telephone  calls  to 
an  athletic  department  credit  card. 

The  stories  were  true.  Indeed,  after 
a  lengthy  investigation,  the  National 
Collegiate  Athletic  Association  last 
month  formally  charged  the  school 
not  only  with  permitting  the  free  calls 
but  with  making  cash  payments  to 
players  and  with  various  recruiting 
violations  as  well.  The  articles  were 
more  than  a  little  embarrassing  to 
Pickens,  who  in  his  many  takeover 
bids  often  railed  against  the  ineffi- 
ciency and  perfidy  of  others. 

Pickens  was  already  irked  by  the 
papers,  because,  like  much  of  the  na- 
tional media,  they  had  previously  re- 
ferred to  him  as  a  "corporate  raider" — 
he  prefers  to  describe  himself  as  the 


Barbara  Lainn  haurc  Group 


A  main  intersection  m  downtown  Amarillo,  Tex 

Oil,  natural  ac  s,  cattle  and  every  nuclear  bomb  and  warhead  made  in  the  V.S. 
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champion  of  small  shareholders.  He 
started  complaining  about  "negativ- 
ism" in  the  papers,  an  assertion  that 
many  in  Amarillo  considered  simply 
silly.  A  December  1986  meeting  be- 
tween Pickens  and  William  S.  Morris 
HI,  of  Augusta,  Ga.,  whose  Morris 
Communications  Co.  owns  the  pa- 
pers, resolved  little.  Pickens  started 
bombarding  Executive  Editor  Garet 
von  Netzer  with  clippings  from  the 
papers  illuminated  with  Pickens' 
handwritten  criticisms. 

In  October  the  Globe-Neus  published 
an  eight-day  series  on  the  allegedly 
shabby  treatment  of  Spanish-speaking 
people  in  the  nearby  town  of  Hereford. 
The  ruling  establishment  was  out- 
raged, although  Hereford's  mayor,  Wes 
Fisher,  later  said  he  couldn't  dispute 
the  facts.  Still,  Fisher  contacted  Pick- 
ens and  the  tycoon  helped  set  up  a 
committee :  the  Panhandle  Citizens  for 
a  Better  Amarillo  Newspaper.  A  good 
friend  of  Pickens  became  chairman. 
With  a  $60,000  budget  plus  full-time 
help  from  several  Mesa  employees,  the 
committee  began  trying  to  organize  a 
subscription  and  advertising  boycott 
to  force  an  ownership  change  at  the 
Globe-News. 

Offices  were  rented  and  a  coordina- 
tor was  brought  in  from  Washington, 
D.C.  Besides  mass  mailings,  bumper 
stickers  and  broadcast  advertising, 
students  were  engaged  to  distribute 
anti-Globe-Neus  leaflets  door  to  door. 
Buttons  were  printed  with  a  red  slash 
through  the  name  of  the  papers. 
[Globe-News  reporters  countered  with 
a  button  sporting  a  big  slash  through 
the  words  "Attila  of  Amarilla"). 

About  1,500  citizens  showed  up  for 
a  rally — not  surprising  considering 
that  the  committee  offered  free  food 
and  a  Dixieland  band.  Clearly,  Pick- 
ens was  trying  to  apply  to  the  local 
scene  some  of  the  public  relations 
tricks  he  had  learned  in  his  not-al- 
ways-successful takeover  battles.  But 
while  eating  his  free  food,  folks  were 
far  more  reluctant  to  endorse  his 
views  of  the  hometown  press. 
'  Apparently  turned  off  by  Pickens' 
tactics,  several  residents  took  their 
names  off  the  Panhandle  Citizens  let- 
terhead. Letters  to  the  papers  began 
running  nearly  3-to-l  against  Pickens. 
Still,  Pickens,  who  wouldn't  talk  to 
Forbes,  pressed  on,  and  Morris  Com- 
munications did  transfer  the  Globe- 
News'  abrasive  general  manager  to  a 
post  in  faraway  Georgia. 

Meanwhile,  the  Amarillo  Chamber 
of  Commerce  scheduled  a  board 
meeting  for  Nov.  18  to  vote  on  a  reso- 
lution supporting  Pickens'  position. 
That  was  when  Larry  S.  Milner,  the 
chamber's  popular  president  and  chief 


Garet  von  Netzer,  executive  editor  of  the  Amarillo  Globe-News 

His  papers  had  the  audacity  to  call  T.  Boone  a  "corporate  raider." 


executive,  dropped  his  bombshell.  "I 
have  been  personally  threatened  that 
if  the  chamber  doesn't  support  [Pan- 
handle Citizens],  I  won't  have  a  job 
here,"  Milner  told  a  stunned  execu- 
tive committee  prior  to  the  full  board 
meeting.  "Life's  too  short  for  this.  I'm 
going  to  submit  my  resignation  at  the 
meeting  today."  Milner  didn't  say 
who  had  threatened  him. 

But  that  turned  the  tide.  Milner  was 
talked  out  of  leaving  (although  he  fi- 
nally quit  in  early  January  to  enter 


politics.)  A  new  statement  was  hasti- 
ly drafted.  It  said  that  the  chamber 
stood  neutral  in  regard  to  the  pro- 
posed boycott  and  "deeply  resents" 
being  pressured.  The  new  resolution, 
a  startling  rebuff  to  Pickens,  was 
adopted  by  a  vote  of  about  two  dozen 
to  one.  The  lone  dissenter:  the  board 
member  from  Mesa. 

No  longer  a  power  on  the  national 
takeover  scene,  Pickens  thought  he 
could  still  call  the  tune  in  his  own 
hometown.  He  couldn't.  ■ 


\lark  Hjnadcr  Onvx 


T.  Boone  Pickens  Jr.,  general  partner  of  Mesa  Limited  Partnership 
Reporters  started  calling  him  the  "Attila  of  Amarilla." 


FORBES,  JANUARY  25,  1988 


41 


Telecommunications  that  let 
us  treat  small  fleets  as  well  as 
other  companies  treat  the  big 
ones.  It's  another  reason  more 
fleets  do  business  with  Chevrolet 
than  with  anybody  else. 

Chevrolet  now  has  the  most 
advanced  computer  communica- 
tions system  of  any  automotive 
fleet  operation,  car  or  truck. 

Telecommunications  that  allow 
direct,  personal,  two-way  commu- 
nication with  any  fleet  anywhere. 

Computers  that  let  us  imme- 
diately isolate,  track  and  expedite 
delivery  of  your  cars  or  trucks. 

800  numbers  you  can  tap  to 
get  service  done  faster. 

If  you're  not  doing  business 
with  Chevrolet,  perhaps  it's 
time  you  did.  Especially  if  your 
fleet's  not  the  biggest  on  the  block. 

Just  contact  your  Chevrolet 
dealer  or  Field  Representative. 


THE 


OF  AMERICA 


TODAYS 
CHEVROLET 
FLEET  SALES 
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Hugh  McColl  has  done  a  terrific  job  of 
building  NCNB  Corp.  But  a  soothing 
spokesman  he  is  not. 

The  George  Patton 
of  banking 


By  John  Taylor 


As  the  brutal  prison  warden  said 
ito  an  indomitable  Paul  New- 
Lman  in  the  classic  film  Cool 
Hand  Luke,  "What  we  have  here  is  a 
failure  to  communicate."  Like  New- 
man, failure  to  communicate  seems 
to  have  been  Hugh  McColl 
Jr.'s  problem,  too.  Since  be- 
coming chairman  and  chief  ex- 
ecutive of  NCNB  Corp.  in 
1983,  McColl's  big  mouth  cost 
NCNB  a  shot  at  acquiring 
some  of  the  choicest  banks  in 
the  South.  Still,  McColl  has 
more  than  doubled  the  size  of 
the  company,  making  it  the 
largest  bank  in  the  Southeast 
and  16th  largest  in  the  nation. 
Despite  this  hectic  expan- 
sion, NCNB  has  maintainted  a 
respectable  level  of  profitabili- 
ty over  the  years.  However, 
earnings  were  expected  to  drop 
17%  in  1987  after  the  bank 
took  a  $60-milhon  charge-off 
to  cut  its  exposure  on  Mexican 
loans  by  56%.  In  addition 
NCNB  sold  its  $34  million 
portfolio  of  Chilean  and  Ar- 
gentine loans  at  a  45%  dis- 
count. The  moves,  which  re- 
duced NCNB's  total  Latin 
American  exposure  by  46%, 
drew  applause  from  securities 
analysts  who  predict  that  earnings 
will  cinnb  10%  this  year. 

McColl  built  his  bank  to  S27.9  bil- 
lion in  assets  by  buying  up  a  host  of 
second-tier  hanks  in  need  of  restruc- 
turing. But  he  stepped  on  lots  of  toes 
along  the  way. 

Like  the  time  he  declared  that  his 
expansion  plans  did  not  include  buy- 
ing a  bank  "on  every  pig  path  in  Geor- 
gia," thereby  enraging  that  state's 
banking   community,    eve  sensitive 
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to  its,  uh,  rural  image.  Two  years  after 
the  "pig-path"  remark,  NCNB  has  yet 
to  make  a  major  acquisition  in  Geor- 
gia, one  of  the  South's  premier  mar- 
kets. Pigs,  are  we? 

A  52-year-old  ex-Marine,  McColl  is 
banking's  equivalent  of  George  Pat- 
ton.  And  NCNB  is  a  mirror  image  of 


Hugh  i/c'(  all  Jr .  chairman  qfNt  'NB  Cap 
"We  weren't  all  that  warm  and  cuddly." 


McColl — aggressive,  brash,  swash- 
buckling. Chief  lieutenants  in  compa- 
headquarters  plot  strategy  in  an 
office  they  lovingly  refer  to  as  the  war 
room.  McColl  likes  to  hire  employees 
off  the  college  campus,  give  them  mil- 
itary-style indoctrination  into  the 
NCNB  system  and  unleash  them. 
Stomped-on  toes?  Too  bad. 

NCNB  is  the  bank  everyone  in  the 
Southeast  loves  to  hate,  and  the  bank 
is  proud  of  it. 


McColl's  brashness,  though,  may 
have  cost  his  company  an  opportunity 
to  buy  some  of  the  most  select  banks 
in  the  Southeast,  including  Atlantic 
Bancorporation  in  Florida,  First  At- 
lanta Corp.  in  Georgia  and  Third  Na- 
tional Corp.  in  Tennessee.  In  1985,  for 
example,  First  Atlanta  rejected  an 
NCNB  offer  that  was  $3.50  per  share 
more  than  a  proposal  it  subsequently 
accepted  from  Winston-Salem's  Wa- 
chovia Corp.,  a  bank  reputed  to  be 
more  gentlemanly  than  NCNB.  That 
deprived  NCNB  of  its  shot  at  estab- 
lishing a  major  presence  in  Atlanta, 
the  best  banking  market  in  the  South. 
McColl's  response:  So  what?  In- 
stead of  buying  from  the  top  shelf,  he 
began  buying  a  network  of  second-tier 
banks — Ellis  Banking  Corp.,  Gulf- 
stream  Banks  and  Exchange  Bancor- 
poration, all  in  Florida — and  rebuilt 
them  in  NCNB's  image.  McColl 
flooded  the  acquired  banks  with 
young  NCNB-trained  executives, 
while  discarding  old  managers  like 
Christmas  trees  in  January.  "We  were 
not  all  that  warm  and  cuddly," 
McColl  acknowledged  in  1985,  "but 
those  banks  we  bought  had  to 
be  whipped  into  shape.  We've 
done  that." 

NCNB  is  still  on  the  prowl 
for  acquisitions  in  Tennessee, 
Virginia,  Maryland  and  Geor- 
gia. But  this  time  there  will  be  a 
difference.  After  a  soul-search- 
ing session  early  last  year  with 
Rusty  Page,  the  bank's  senior 
vice  president  of  corporate 
communications,  McColl  de- 
cided to  become  persona  non 
commenta.  "He's  out  of  the 
business  of  talking  about  the 
company  and  letting  the  read- 
ers know  about  the  company 
through  him,"  Page  says.  "His- 
torically, it  has  not  helped  him 
or  the  company."  In  the  future, 
in  short,  McColl  will  do  his 
head-knocking  in  private. 

These  days  NCNB's  calm 
and  competent  president,  Fran- 
cis B.  Kemp,  has  assumed  the 
role  of  designated  spokesman. 
But  it  is  still  McColl  who  calls 
the  shots.  He  is  spearheading 


the  bank's  geographic  expansion  as 
well  as  its  addition  of  products  ranging 
from  investment  banking  to  insurance 
and  securities.  McColl  still  likes  to  | 
quaff  a  few  beers  with  young  employ- 
ees after  work,  eat  in  the  company 
cafeteria  and  play  on  the  company 
softball  team.  Says  Kemp,  "He's  been 
the  leader  putting  the  plan  together, 
and  he's  the  leader  implementing  it." 
Only  now  he's  going  to  let  someone 
else  talk  about  it  for  him.  ■ 
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The  difference  between  saving  a  life 
and  threateningit. 


started  out  as  a  trip  across  town, 
lddenly,  you're  in  an  ambulance  rac- 
g  to  the  hospital.  It's  an  emergency, 
matter  of  life  and  death.  You've  lost 
ood.  The  doctors  tell  you  that 
•u're  going  to  need  a  transfusion. 
Now,  you're  really  scared. 
The  AIDS  virus  has  changed  the 
iv  we  think  about  transfusions.  It's 
ade  us  cautious.  What  hasn't 
tanged  is  the  importance  of  the 


transfusion  to  our  medical  pro- 
cedures. It's  vital. 

Which  is  why  DuPont  worked  to 
create  a  highly  accurate  method  of 
testing  to  help  protect  the  nation's 
blood  supply  from  the  deadly  AIDS 
virus. 

Today,  that  testing  system  serves 
over  1,200  hospitals  in  more  than  20 
states,  helping  millions  of  people  feel 
more  secure  that  the  blood  they  may 
one  day  need  to  live  won't  be  haz- 
ardous to  their  health. 


This  achievement,  the  dedication 
of  the  people  who  created  it,  and  the 
urgency  with  which  they  worked  indi- 
cate DuPont's  commitment  to  main- 
tain confidence  in  our  nation's  blood 
supply. 

At  DuPont,  we  make  the  things 
that  make  a  difference. 


Better  things  for  better  living. 
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What  do  you  do  when  smaller  rivals  bite 
off  the  fastest-growing  part  of  your  busi- 
ness? If  you  re  smart,  you  dont  do  what 
Hallmark  Cards  did. 

Do  they  speak 

Spanish  in 

Kansas  City? 


By  Steve  Weiner 


T|hese  should  be  the  best  of 
times  for  $2  billion  (sales)  Hall- 
mark Cards  Inc.,  the  privately 
owned  Kansas  City,  Mo. -based  giant 
of  the  greeting  card  and  "social 
expressions"  industry.  In  an  age  when 
people  want  things  ready-made,  im- 
personal and  effortless,  what  could  be 
a  more  appropriate  business  than  dis- 
pensing off-the-shelf  sentiments?  Es- 
pecially when,  like  Hallmark,  you 
stand  astride  the  business  like  a  colos- 
sus, with  43%  of  the  $3.7  billion  retail 
card  market. 

But  this  General  Motors  of  the  sen- 
timent industry  is  having  its  prob- 
lems. Hallmark's  recent  attempts  to 
mug  several  smaller  competitors  have 
tarnished  the  77-year-old  company's 
reputation  for  creativity  and  fair  deal- 
ing and  underscored  its  vulnerability 
in  the  growth  part  of  the  business,  so- 
called  alternative  cards.  Likewise,  the 
company's  recent  efforts  at  diversifi- 
cation have  produced  sharply  mixed 
results — disappointment  in  toy  and 


apparel  licensing  balanced  by  a  one- 
time bonanza  in  textbook  publishing. 
Its  latest  diversification,  into  Spanish- 
language  broadcasting,  seems  a  curi- 
ous move  for  a  company  of  this  sort. 

The  pivot  man  for  all  this  turmoil  is 
Irvine  O.  Hockaday  Jr.,  51,  who  was 
brought  in  from  the  outside  four  years 
ago  by  the  Hall  family,  which  owns 
two-thirds  of  Hallmark  (employees 
hold  the  rest).  Hockaday  won  his  rep- 
utation at  Kansas  City  Southern  In- 
dustries, a  railroad-based  conglomer- 
ate, where  he  was  president  for  12 
years  and  chief  executive  for  2.  Hock- 
aday, a  lawyer,  pushed  Kansas  City 
Southern  into  data  processing  for  the 
financial  services  industry,  insurance 
and  even  television  broadcasting. 
He's  a  proven  conglomerator. 

Which  was  just  what  the  Hall  fam- 
ily figured  it  needed.  Greeting  cards 
have  been  a  gold  mine;  the  business 
produces  cash  flow  well  above  $100 
million  a  year  and  a  return  on  equity 
that  likely  hovers  above  20%.  But  tra- 
ditional cards  are  a  mature,  slow- 
growth  business.  In  contrast,  sales  of 


alternative  cards — with  graphically 
modern,  frequently  irreverent,  some- 
times erotic  messages — are  growing 
25%  or  more  a  year  and  hold  about 
20%  of  the  market. 

Hallmark  had  grown  old,  slow  and 
decidedly  middle  class.  Hallmark  cus- 
tomers and  22,000  retail  outlets  ex- 
pect familiarity,  not  flash.  Hallmark, 
says  Terrence  Brown,  director  of  the 
New  York  Society  of  Illustrators,  is 
locked  into  "least  common  denomi- 
nator marketing."  This  is  a  handicap 
at  a  time  when  people  are  seeking  a 
feeling  of  uniqueness. 

Result:  About  70%  of  alternative- 
card  sales  go  to  dozens  of  small  com- 
petitors; Hallmark  splits  the  remain- 
ing 30%  with  its  two  largest  rivals, 
American  Greetings  and  Gibson 
Greetings.  Worse:  Hallmark's  new 
wave  of  alternative  greeting  cards, 
launched  in  mid- 1986,  included  many 
copies  of  themes  and  styles  of  its  com- 
petitors' most  popular  work.  Among 
those  it  imitated  were  the  cutesy  ani- 
mals xirawn  by  Sandra  Boynton  for 
Recycled  Paper  Products  of  Chicago, 
the  muted,  modern  tones  by  Flavia 
Weedn  for  Rosench  Designs  of  Car- 
pinteria,  Calif.,  and  the  gentle,  water- 
color  illustrations  and  flowery,  emo- 
tional messages  of  the  industry's  hot- 
test card  line,  from  Blue  Mountain 
Arts  of  Boulder,  Colo. 

In  some  cases,  Hallmark  salesmen 
played  rough,  too.  Some  dealers  felt 
intimidated  by  implied  threats  to  pull 
Hallmark  cards  from  stores  that  car- 
ried too  much  of  the  competition. 
Others  were  offered  money  to  replace 
competitive  cards  with  Hallmark 
products.  Michael  Meltzer,  owner  of 
two  suburban  Chicago  card  shops,  for 
example,  says  a  Hallmark  man  offered 
him  more  than  $600  to  trash  his  stock 
of  Blue  Mountain  Arts  cards. 

Did  the  me-too  approach,  combined 


IS  ///'/.  b?  TWO  cards  from  Hallmark  anil  two  from  Blue  .Mountain  Arts  (first  and  third  from  left,  from  Hallmark) 
Roses  are  red,  violets  are  blue,  take  my  growth  markets  and  III  copy  you. 
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with  threats,  work?  Partly.  Hall- 
mark's most  popular  modern  cards, 
the  800-card  Shoebox  line,  are  the 
most  successful  launch  in  company 
history.  Never  mind  that  a  spate  of 
lawsuits  was  filed  or  threatened  over 
the  tactics.  Hallmark  apparently 
bought  its  way  out  of  three  serious 
disputes — with  Roserich,  Recycled 
Paper  and  three  Colorado  card  shop 
operators;  the  settlements  include  gag 
orders.  Hallmark  won't  even  ac- 
knowledge, for  instance,  that  it  pur- 
chased the  Colorado  card  shops. 

But  a  fourth  major  case  continues, 
and  it's  been  a  scorcher.  Blue  Moun- 
tain Arts  founders  Stephen  Schutz,  an 
artist,  and  his  wife,  poet  Susan  Polis 
Schutz,  have  asked  the  federal  courts 
for  $50  million  to  compensate  for 
harm  they  claim  to  their  $20  million 
(sales)  business. 

U.S.  District  ludge  Jim  R.  Carrigan, 
sitting  in  Denver,  has  banned  83  of 
Hallmark's  Personal  Touch  cards 
from  the  market  as  deliberate  copies 
of  Blue  Mountain's  distinctive  look. 
And  some  Hallmark  people  are  frank 
in  admitting  what  it  did.  Hallmark 
attorney  Robert  Sisk,  late  last  year 
before  a  federal  appeals  panel  in  Kan- 
sas City,  Kans.,  declared,  "We  copied. 
We  imitated.  We  emulated." 

Hallmark  disavows  Sisk's  admis- 
sion and  denies  it  ever  copied.  Hocka- 


Eh  Reichman 


Hallmark's  /nine  O.  Hockadayjr. 
An  experienced  conglomerator. 

day  says  he  has  told  managers  to  in- 
sist on  original  and  distinctive  de- 
signs. Says  he:  "If  anything  threatens 
our  reputation,  then  it's  not  worth  it." 
Despite  recent  improvements  in  its 
design  process,  Hallmark  is  looking 
elsewhere  for  growth  and  is  resigned 
to  treating  greeting  cards  as  a  milk 
cow.  A  few  years  back  Hallmark  had 
high  hopes  for  a  program  to  license 
toys  and  apparel  based  on  characters  it 
created.  The  most  successful,  Rain- 
bow Brite,  was  popular  for  only  two 
years.  Other  characters,  like  Rose  Pet- 
al Place,  wilted.  Now,  Hockaday  says, 


the  licensing  program  is  sharply  lim- 
ited to  avoid  what  he  calls  the  "yo-yo 
volatility"  of  a  fashion  business. 

About  half  of  the  company's  reve- 
nue now  comes  from  such  products  as 
gift  wrap,  party  goods,  albums  and 
ornaments.  One  strength  is  Binney  & 
Smith,  maker  of  Crayola  crayons. 
Purchased  by  Hallmark  in  1984,  its 
sales  have  grown  briskly  to  about 
$160  million — relatively  small  but 
solid.  And  Hallmark  tripled  its  $50 
million,  1984  investment  in  SFN 
Cos.,  the  publisher,  when  its  30% 
stake  was  sold  in  1986. 

But  Spanish-language  broadcasting? 
In  the  last  six  months  Hallmark  and 
partner  First  Chicago  Venture  Capital 
have  spent  more  than  $500  million  to 
buy  Univision,  the  largest  Spanish- 
language  television  network,  and  ten 
TV  stations  previously  owned  by 
Spanish  International  Communica- 
tions Corp.  Spanish  broadcasting, 
Hockaday  says,  caters  to  a  fast-grow- 
ing, brand-oriented  population — per- 
fect for  big,  national  advertisers. 
Aware  of  the  potential  pitfalls  in  the 
unfamiliar  business,  he  has  retained 
much  of  the  old  management  and 
formed  an  advisory  council  to  keep 
the  stations  on  the  right  ethnic  track. 

For  this  old  giant,  any  new  trick 
will  be  tough  to  learn.  But  then,  it  has 
little  choice.  ■ 


THE  STRONG  APPROACH 


CHANGING 
MARKETS 

When  market  conditions  change,  do  you  worry  about  changing 
your  investments?  Consider  the  Strong  Total  Return  Fund,  a 
fund  designed  for  change.  The  Fund's  managers  are  able— and 
willing— to  significantly  shift  assets  among  stocks,  bonds,  and 
money  market  instruments.  This  flexibility  can  reduce  your  risk 
and  save  you  from  having  to  switch  investments  on  your  own. 

1  800  368-3863  call  any  time,  any  day! 

For  more  complete  information,  including  charges  and  expenses  (no  redemption  fee),  call  the  toll-free 
number  or  return  this  coupon  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 
I  am  also  interested  in:     UlIRAs     DPension  or  Profit  Sharing  Plans  (including  Keogh) 


Strong  Total  Return  Fund 

1982 

+  31.2% 

1983 

+  41.3% 

1984 

+  10.5% 

1985 

+  25.4% 

1986 

+  20.0% 

1987 

+    7.0%* 

(through  12/24l 

name 


address 


citv 


state 


zip 


± 


( 

home  phone  (optional) 


FBT250188 


STRONG  TOTAL  RETURN  FUND 

P.O.  Box  2920,  Milwaukee,  WI  53201 


"These  investment  returns  include  changes  in  share  price,  effects  of  the  1  %  sales  charge,  and  reinvestment  of  all  dividends  and  capital  gains 
distributions.  See  the  prospectus  for  details,  and  remember  that  past  performance  doesn't  guarantee  future  success. 
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To  fight  malingerers,  which  is  better,  the 
carrot  or  the  stick?  Ask  GM,  it's  had  to  find 
out  the  hard  way. 


Money  for  nothing 


By  Richard  Greene 


On  any  given  day  about  1  mil- 
lion American  workers  don't 
show  up  for  work.  Some  are 
sick,  some  are  on  vacation,  but  the 
ones  who  do  the  real  damage  are  the 
ones  who  don't  show  because,  well, 
they  just  don't  feel  like  it.  Manage- 
ments have  tried  every  form  of  carrot- 
and-stick  incentive  imaginable,  but 
still  the  problem  continues,  last  year 
draining  between  $30  billion  and  $40 
billion  from  the  nation's  already  over- 
burdened economy. 

Few  companies  have  it  tougher  on 
this  score  than  General  Motors, 
which  routinely  loses  9%  of  employ- 
ee payroll  hours — at  a  cost  of  $1 
billion  a  year — to  uniustified  ab- 
senteeism, the  highest  rate  of  the 
big  three  automobile  companies. 
In  autumn  1987  the  company  had 
to  close  operations  at  the  Pontiac 
East  assembly  plant  in  Michigan 
for  two  days  at  the  start  of  the 
hunting  season,  when  much  of 
the  work  force  disappeared,  ritles 
in  hand,  into  the  woods  of  the 
Upper  Peninsula. 

GM  has  been  lighting  this  bat- 
tle for  more  than  a  decade.  Now 
the  company  plans  to  go  ahead 
and  begin  tiring  people.  Under 
lew  UAW  contract,  which 
takes  effect  this  month,  any 
workei  who  consistently  stays 
out  more  than  20%  of  the  time 
can  k  Mud  alter  four  unaccept- 
able absences.  General  Motors 
had  wanted  to  tire  workers  who 
were  out  more  than  15%  of  the 
time,  hut  the  UAW  resisted  and 
negotiations  led  to  a  20%  rate, 
which  will  he  reduced  to  16%  in 
1990 

What's    an    unacceptable    ab- 
G.M  and  the  union  have 


agreed  to  be  tough  on  absentees.  Truly 
disabling  problems  like  heart  attacks 
or  broken  limbs  won't  get  a  worker 
fired.  But  taking  a  day  off  for  a  head- 
ache, runny  nose  or  backache  may. 
"All  doctors'  slips  are  not  accept- 
able," says  Henderson  Slaughter,  the 
UAW  assistant  co-director  for  the  at- 
tendance program. 

The  new  plan  is  a  return  to  the  kind 
of  punitive  efforts  that  GM  had  suc- 
cess with  in  the  early  1980s.  Then,  to 
get  people  to  turn  up  for  work,  GM 
simply  penalized  workers  who  were 
absent  more  than  20%  of  the  time  by 
cutting  benefits  like  profit  sharing 
and  vacation  time  by  a  percentage 
equal  to  the  number  of  days  that  they 


were  absent. 

In  1985  GM  told  the  Wall  Street  Jour- 
nal that  this  plan  succeeded  in  getting 
its  controllable  absences  down  from 
11%  to  about  9%.  But  although  the 
plan  continues  to  this  day,  there  the 
gains  stopped. 

So,  in  early  1985,  GM  decided  to  try 
another  tack.  For  every  quarter  in 
which  a  worker  did  not  miss  any  days 
of  work,  he  got  $50.  If  a  worker  came 
in  every  day  for  a  year,  he  got  an 
additional  $300,  for  a  potential  $500 
payoff. 

Unfortunately,     the    bonus    plan, 
which  so  far  has  cost  GM  about  $400 
million,  has  not  cut  absenteeism  one 
bit.  Why?  For  one  thing,  the  bonuses 
are  simply  too  small  to  be  enticing  to 
the  5%  or  so  of  workers  who  tend  to 
be  chronic  malingerers.  "When  some 
body  is  making  $25,000  a  year  and 
more,  do  you  think  that  another  $50  a 
quarter  is  going  to  influence  them 
very  much  one  way  or  the  other?" 
asks  David  Dilts,  a  business  adminis 
tration  professor  who  has  written  ex 
tensively  about  GM's  problems  with 
absenteeism. 

Then,  too,  the  bonus  plan  most  re 
warded  the  95%  of  GM's  workers  who 
were  rarely  absent  in  the  first  place. 
And  it  helped  create  the  impression 
among  all  employees  that  full  atten 
dance    was    something    unexpected 
"To  reward  people  for  doing  what 
they  are  contractually  bound  to  do  in, 
the  first  place  is  just  silly,"  says  Dan 
Dalton,  a  professor  at  Indiana  Univer 
sity  who  has  studied  the  absentee 
problem  at  General  Motors  and 
other  unionized  companies. 

Unfortunately  for  GM,  the 
union  has  since  come  to  view  the 
failed  program,  which  last  year 
put  about  $140  million  in  mem 
bcrs'  pockets,  as  the  God-given 
right  of  every  UAW  worker,  and 
in  autumn  actually  succeeded  in 
negotiating  liberalized  payout 
benefits  in  the  new  contract.  In- 
stead of  getting  a  maximum  po 
tential  windfall  of  $500  annually 
for  simply  turning  up  at  work, 
employees  now  can  get  at  least 
$600,  with  total  bonuses  going 
even  higher  than  that  if  overall 
absenteeism  does  in  fact  decline. 
Given  all  that,  is  there  any  rea- 
son to  believe  that  GM  will  have 
more  success  with  its  belated  get-1 
tough  ("and  this  time  we  really 
mean  it")  approach?  Sure,  says 
Professor  Dilts,  who  argues  that 
the  stick  is  what  had  been  needed 
in  the  first  place.  "Extinction 
works,"  he  says.  "If  you  get  rid  of 
workers  with  absentee  problems, 
you'll  have  less  absenteeism."  ■ 
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Just  look  at  our  1987  stats  in  invest- 
ment banking  alone: 

More  than  20  M&A  transactions  were 
completed  for  clients  based  in  all 
global  financial  centers.  Deals  included 
sales  of  NYSE  companies,  joint  ventures 
and  divestitures.  First  Chicago  agent- 
ed  more  than  $5  billion  in  syndicated 
loans  for  leveraged  buyouts. 

First  Chicago  Leasing  Corporation 
continued  a  remarkable  5-year 
compound  annual  growth  rate  of 


more  than  50%  to  rank  among  the 
top  3  lessor  advisors.  Total  cost  of 
equipment  and  facilities  leased  or 
handled  reached  $1.5  billion. 

Private  placements  grew  to 
more  than  $4  billion,  an  increase 
of  40%.  First  Chicago  ranked  among 
the  top  10  investment  banks  for 
the  second  straight  year  in  private 
placements  volume. 

In  loan  syndications,  we  agented 
a  total  of  50  transactions  aggregat- 


ing more  than  $14  billion.  And  we  acted 
as  lead  manager  for  another  $12  billion 
of  financings. 

Our  Eurocommercial  paper  ranking 
rose  to  7th  among  U.S.  issuers  and 
9th  worldwide  in  1987.  With  U.S.  and 
Eurocommercial  paper  and  short-term 
loans,  combined  sales  and  placements 
exceeded  $40  billion  for  more  than 
150  clients. 

Our  numbers  have  never  looked 
better,  we  can  do  the  same  for  yours. 


YOU  CAN  ALWAYS  LOOK  TO  CHICAGO 
FOR  IMPRESSIVE  NUMBERS. 


Performance  has  always  been  a 

FIRST  CHICAGO 


Can  a  new  company 

become  part  of 

most  American  homes 

in  just  three  years? 

One  can. 
The  name  is  Magnelek. 

Our  name  is  hardly  a  household  word.  Most 
homemakers  wouldn't  know  a  MagneTek  product 
if  they  saw  one.  Yet,  MagneTek  products  are 
quietly  at  work  in  an  estimated  nine  out  of  10 
American  homes. 

MagneTek  motors,  transformers,  power  sup- 
plies and  other  MagneTek  electrical  products  do 
their  chores  behind  the  scenes  —  as  working  parts 
of  appliances  and  other  home  conveniences  you 
enjoy  every  day.  Leading  brands  of  heaters,  ven- 
tilators, air  conditioners,  light  fixtures,  ovens, 
intercoms,  home  computers,  exercise  machines, 
swimming  pools,  spas  and  even  RVs  are  apt  to 
contain  one  or  more  MagneTek  components. 

How  did  we  find  a  home  in  so  many  American 
homes  (not  to  mention  office  buildings,  industrial 
plants,  farms,  shopping  centers,  schools,  hospitals 
and  government  facilities)  in  just  three  years?  By 
uniting  some  of  the  best-known  names  in  the 
electrical  equipment  business  under  one 
banner  with  one  common  purpose:  to 
make  the  best  electrical  products  in 
the  world  and  treat  customers  as  if 
they  run  the  company. 

Because  at  MagneTek,  they  do. 


M 


MagneTek 


The  new  first  name  in  electrical  equipment. 

For  more  information,  including  a  copy  ol  oui  Annual  Report, 
write  MagneTek,  Inc.,  Hill  Santa  Monica  Blvd  ,  Los  Angeles, CA  90025. 
Or  call  1-800-541-99 
Offices  and  plants  located  throughout  the  U  S  and  abroad. 
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Sallie  Mae,  the  private  corporation  set  up 
by  Congress  to  create  a  secondary  market 
for  student  loans,  is  a  banker's  dream. 


Look,  Ma, 
no  risk 


By  Janet  Novack 


Everyone  knows  the  federal 
Guaranteed  Student  Loan  pro- 
gram is  a  mess.  Student  de- 
faults are  disgracefully  high  and 
climbing.  The  rules  are  complicated 
and  are  always  being  revised.  Add  in 
the  muddy  outlook  for  interest  rates, 
and  these  must  be  trying  times  for 
the  Student  Loan  Marketing  Associa- 
tion, right- 
Wrong.  Profiting  from  its  congres- 
sional birthright  and  sharp  manage- 
ment, Sallie  Mac  has  become  a  big 


winner  in  the  student  loan  game. 

College  costs  are  rising  at  twice  the 
inflation  rate  (Forbes,  Nov.  30).  But 
that  has  helped  keep  Sallie  Mae's 
business  growing  despite  a  decline  in 
the  college  age  population.  Just  last 
year  Congress  raised  the  amount  stu- 
dents can  borrow  (to  as  much  as 
$7,500  a  year  for  graduate  students). 
During  the  first  nine  months  of  1987, 
Sallie  Mae's  assets  grew  24%,  to  $22.6 
billion,  and  it  netted  $133  million,  or 
$3.03  per  share.  On  a  per-share  basis, 
that's  up  34%  from  the  first  nine 
months  of  1986. 


■Mac  Chief  Executive  Edward  Fox 
Bis  new  goal  .     20%  annual  compound  growth. 


What  about  all  those  people  who 
fink  out  on  their  student  loans?  No 
problem  for  Sallie  Mae.  Taxpayers 
pick  up  the  $1.6-billion-a-year  tab  for 
loan  defaults,  since  Congress  has 
spurned  Reagan  Administration  pro- 
posals that  lenders  and  owners  of  stu- 
dent loan  paper,  including  Sallie  Mae, 
be  required  to  share  in  the  default 
risk.  Congress  doesn't  want  to  face 
the  political  protests  should  the  inter- 
est rates  on  such  loans  be  required  to 
reflect  their  risk.  And  if  lenders 
shared  the  risk,  loans  might  go  only  to 
those  students  likely  to  graduate,  get 
a  good  job  and  pay  the  money  back. 

Sallie  Mae  doesn't  even  worry 
about  the  direction  of  interest  rates, 
since  it  has  almost  eliminated  inter- 
est rate  risk  through  a  variety  of  tech- 
niques. Much  of  the  debt  Sallie  Mae 
issues  pays  a  floating  rate  tied  to  the 
91 -day  T  bill  rate — the  same  index  its 
student  loan  assets  are  tied  to.  That 
means  its  yield  and  cost  of  funds  go  up 
and  down  together. 

No  credit  risk.  No  interest  rate  risk. 
And  a  fat  payoff.  Sallie  Mae's  earnings 
per  share  grew  an  average  of  42%  an- 
nually from  1981  to  1986,  while  its 
return  on  equity  was  more  than  dou- 
ble the  financial  company  average. 
Growth  is  bound  to  cool,  but  it  will 
hardly  grow  cold:  Sallie  Mae  Chief 
Executive  Edward  Fox  says  his  goal 
now  is  20%  annual  compound 
growth. 

Created  by  Congress  in  1972,  Sallie 
Mae  can  sell  voting  shares  only  to 
schools  and  banks.  But  its  nonvoting 
shares  are  NYSE-listed  and  have  been 
trading  around  71,  18  times  trailing 
12-month  earnings. 

Sallie  Mae's  business  works  like 
this.  A  student  is  accepted  by  a  col- 
lege or  trade  school  and  applies  to  a 
bank  for  a  loan.  The  bank  checks 
whether  he's  eligible  (not  whether 
he's  likely  to  repay)  and  doles  out  the 
cash.  While  the  scholar  is  in  school, 
the  bank  collects  interest  from  the 
federal  government — equal  to  the  91- 
day  T  bill  rate  plus  3.5%  on  loans 
made  before  Nov.  16,  1986,  or  plus 
3.25%  on  newer  loans. 

After  a  student  graduates  or  drops 
out,  he  starts  paying  off  the  loan  at 
8%  interest.  Uncle  Sam  continues  to 
pay  an  interest  supplement.  Stripped 
to  its  essentials,  the  whole  thing  is  a 
camouflaged  subsidy  for  institutions 
of  higher  education,  since  the  loan 
money  helps  relieve  pressure  to  keep 
costs  under  control. 

And  the  banks  love  the  program, 
too.  Obviously,  once  a  student  gradu- 
ates, a  bank  must  do  more  to  keep 
track  of  its  loans.  So  lenders  often  opt 
to  sell  mature  loans  to  Sallie  Mae 
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|uar  has  always  believed  that 
quality  of  the  performance 
engine  delivers  is  no  less 
)ortant  than  the  quantity  of 
A/er  it  produces.  That's  why 
juar  long  ago  set  its  sights  on 
fecting  the  V- 12. 
The  product  of  over  two 
:ades  of  refinement,  Jaguar's 
?rhead  cam,  fuel  injected 
1 2  is  one  of  the  world's  most 
xoughly  proven  high  per- 
mance  engines.  Modified  for 
mg,  it  powered  the  awesome 
R-8  to  the  prestigious  team 
e  in  the  1 987  World  Sports 
)totype  Championship.  In 
Dduction  form,  it  moves  the 
B8  Jaguar  XJ-S  with  an 
canny  silence,  smoothness 
d  swiftness  befitting  a  true 
md  touring  automobile. 
I  Inside  the  sleek  XJ-S,  barely 
vhisper  intrudes  upon  the 
ined  elegance  of  the  supple 
ither,  rich  burl  walnut,  and 
my  thoughtful  amenities 
nich  grace  its  luxurious  2  +  2 
bin.  With  the  vivid  response 


THE  V-12  JAGUARS 

12  CYLINDERS  MOVE  THE  ELEGANT 
XJ-S  WITH  SILENCE  AND  SWIFTNESS. 
THEY  POWERED  THE  XJR-8  TO  THE 
WORLD  SPORTS  CAR  CHAMPIONSHIP 


SILK 
CUT 


bm 


of  262  horsepower  and  the 
impeccable  road  manners  of 
Jaguar's  renowned  indepen- 
dent suspension,  the  S-type 
offers  a  driving  experience  that 
is  truly  extraordinary. 

Today,  Jaguar  leads  the 
world  in  the  production  of 
V-12s.  One  day  others  may 
offer  this  kind  of  sophistication, 
but  the  V-12  Jaguars  will  be 
hard  to  catch. 

To  sample  Jaguar's  legend- 
ary V-12  performance  yourself, 
test  drive  the  1 988  S-type  at 
your  Jaguar  dealer.  He  can 
provide  details  on  Jaguar's 
three  year/36,000  mile  limited 
warranty,  applicable  in  the  USA 
and  Canada,  and  Jaguar's 
uniquely  comprehensive 
Service-On-SiteSM  Roadside 
Assistance  Plan.  For  the  name 
of  the  dealer  nearest  you,  call 
toll-free:  1-800-4-JAGUAR. 

JAGUAR  CARS  IMC  .  LEONIA.  NJ  07605 
ENJOY  TOMORROW  BUCKLE  UP  TODAY 

JAGUAR  XJ-S 


hen  selecting  investment 
managers,  ignorance  isn't 
bliss.  It's  suicide. 

The  penalty  for  adverse 
selection  of  a  portfolio  manager 
is,  at  best,  underperforming  the 
market  and,  at  worst,  losing 
most  of  your  money. 

Since  1975,  Stolper  &  Company 
has  evaluated  hundreds  of 
investment  managers  on  behalf 
of  America's  affluent.  Our  goal: 
to  find  advisors  who  are  not  just 
competent,  but  gifted. 

Our  approach  is  summarized 
in  Michael  Stolper's  guide,  How 
to  Select  an  Investment  Manager. 
It  is  available,  upon  request, 
along  with  the  documented 
performance  of  our  clients. 

We  welcome  your  inquiry. 
525  B  Street,  Ste.  630,  San  Diego,  C A  92101  619-231-9102 


STOLPER  &  COMPANY 


THE 

INVESTMENT 

MANAGER 

MANAGER 


Scudder  New  Asia  Fund,  Inc. 


Investment  manager:  Scudder,  Stevens  &.  Clark  Ltd. 

Scudder  New  Asia  Fund  is  a  diversified  closed- 
end  investment  company  whose  shares  are  listed 
on  the  New  York  Stock  Exchange. 

For  a  copy  of  the  latest  report,  please  write: 

Scudder  New  Asia  Fund,  Inc. 

c/o  Scudder,  Stevens  &  Clark  Ltd.:  Dept.  C.B. 

345  Pai     Avenue 

New  Yoi      New  York  1 0 1  54-0004 


rather  than  service  them.  If  a  student 
defaults,  Sallie  collects  on  the  guaran- 
tee from  one  of  49  state  or  nonprofit 
agencies,  which  in  turn  collect  from 
the  feds.  Several  money  center  banks 
also  buy  student  loans,  but  Sallie  Mae 
dwarfs  them  in  the  market. 

One  reason  it  dominates  the  mar- 
ket is  that  its  funding  costs  are  so 
low — an  average  of  30  to  40  basis 
points  over  T  bills.  That  means  it  can 
profitably  advance  money  to  banks  to 
fund  the  banks'  student  loan  portfo- 
lios. Sallie  Mae  pays  these  low  rates 
because  its  assets  are  mostly  govern- 
ment-guaranteed loans  or  collateral- 
ized by  guaranteed  loans.  As  of  Sept. 
30,  Sallie  Mae  owned  outright  $9.6 
billion  of  the  $42.9  billion  in  guaran- 
teed student  loans  outstanding. 

Give  credit  where  it's  due.  It's  true 
that  Sallie  Mae  has  some  advantages. 

Stripped  to  its  essentials, 
the  whole  thing  is  a 
camouflaged  subsidy  for 
institutions  of  higher 
education. 
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(Unlike  other  corporations,  it  doesn't 
have  to  register  debt  with  the  SEC, 
and  interest  on  its  debt  is  exempt 
from  state  taxes.)  But  Fox  has  built 
Sallie  Mae  into  an  efficient,  inventive 
operation.  His  pay  alone  tells  you  this 
is  not  just  another  drab,  government 
bureaucrat  punching  a  clock,  waiting 
for  his  pension.  (Fox'  daughter,  a  stu- 
dent at  posh  Sarah  Lawrence — that's 
$17,000-plus  a  year — doesn't  qualify 
for  a  guaranteed  loan.  Fox  earned 
$352,025  in  1986  and  in  January  1987 
got  a  stock  bonus  worth  $260,128.) 

Fox  was  an  ambitious  36-year-old 
heading  back  to  the  corporate  world 
after  a  government  stint  when  he 
snagged  the  job  as  Sallie  Mae's  found- 
ing president.  From  the  first,  he  saw  it 
as  a  for-profit  enterprise.  Original  vot- 
ing stockholders  who  joked  they  were 
making  a  charitable  contribution  can 
still  afford  to  laugh — they've  seen 
their  investment  appreciate  almost  a 
hundredfold. 

Fox  is  now  developing  other  busi- 
ness that  suits  Sallie  Mae's  education- 
al niche  and  its  aversion  to  risk-tak- 
ing. (It's  leveraged  33-to-l  and  can't 
take  chances  with  its  capital.)  For  ex- 
ample, with  federal  funding  for  new 
college  facilities  virtually  nil,  Sallie 
Mae  scents  a  huge  market  in  lending 
to  colleges  themselves.  Too  risky? 
Sallie  Mae  is  helping  launch  a  new, 
congressionally  authorized,  private 
corporation — the  College  Construc- 
tion Loan  Insurance  Association.  Sal- 
lie Mae,  meet  Connie  Lee.  ■ 
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The  stock  market  crash  showed  what  can  happen  when  perfectly 
good  academic  theory  is  converted  into  a  magic  formula. 


How 
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led  to  Black  Monday 


By  Allan  Sloan 
and  Richard  L.  Stern 


OUR  SOCIETY  ENCOURAGES  the 
belief  that  there  are  quantifi- 
able solutions  to  everything. 
We're  particularly  susceptible  to 
pseudoscientific  approaches,  be  they 
in  corporate  management  or  psychol- 
ogy or  physical  fitness.  This  eagerness 
for  the  easy  answer  helped  produce 
Oct.  19,  1987. 

Scholars  and  investment  people 
still  argue  about  what  caused  the  1929 
crash,  and  the  probability  is  that  de- 
cades from  now  their 
successors  will  still 
noisily  disagree  over 
what  caused  the  October 
1987  crash.  But  one 
thing  is  already  clear 
about  Black  Monday:  It 
was  probably  precipitat- 
ed— and  certainly  exac- 
erbated— by  this  yearn- 
ing for  magic  formulas. 

What  jogging  has  be- 
come for  the  seeker  of 
fast  physical  and  mental 
well-being,  a  formula 
known  as  Black-Scholes 
and  its  descendants  be- 
came for  people  seeking 
to  turn  investing  into  a 
science.  The  formula  un- 
derlies such  practices  as 
portfolio  "insurance," 
index  arbitrage  and  other 
forms  of  program  trad- 
ing. It  begat  "triple 
witching  hours." 

Let  us  hasten  to  say 
that  we  aren't  blaming 
Black  and  Scholes  for  the 
market  collapse.  It's  the 
abuses  of  their  work  that 
caused  the  problems. 

The    portion    of    our 


headline  that  looks  like  a  nightmare 
out  of  Calculus  101  is  the  original 
Black-Scholes  formula,  which  was  de- 
signed to  value  options  but  rapidly 
became  adapted  to  other  uses.  This 
innocent  bit  of  academic  arcanum 
ended  up  costing  a  lot  of  people  a  lot 
of  money  and  scaring  the  whole  world 
on  Oct.  19,  1987. 

The  formula  first  appeared  in  an 
article  by  Fischer  Black  and  Myron 
Scholes  in  the  May-June  1973  issue  of 
the  Journal  of Political  Economy.  At  the 
time,  they  were  professors  at  the  Uni- 
versity of  Chicago's  Graduate  School 


Goldman,  Sachs'  Fischer  Black 

His  computer  didn't  allow  for  Lindner. 


of  Business,  but  they  had  been  work- 
ing on  their  theory  for  years,  since 
meeting  at  MIT  in  the  late  1960s. 

The  article's  warnings  are  explicit. 
For  their  formula  to  work,  Black  and 
Scholes  said,  markets  must  be  open 
and  orderly.  There  must  be  no  prob- 
lem executing  trades  or  selling  securi- 
ties short.  The  volatility  of  the  op- 
tion's underlying  common  stock 
must  remain  constant. 

Unfortunately,  during  market  pan- 
ics, none  of  these  conditions  hold 
true:  Markets  are  disorderly,  it's  diffi- 
cult to  execute  trades,  the  uptick  rule 
(of  which  more  later)  in- 
hibits short  selling,  and 
volatility  increases. 

Clearly,  Black-Scholes 
and  its  derivatives  work 
nicely  in  ordinary  mar- 
kets but  flash  no  signals 
when  markets  are  about 
to  become  extraordi- 
nary— as  they  did  last 
October. 

But  this  condition  was 
forgotten  or  ignored  by 
people  who  had  found  a 
magic  formula  for  mak- 
ing money.  You  no  long- 
er needed  years  of  expe- 
rience and  a  feel  for  mar- 
kets. Just  a  good 
computer  jockey. 

It  took  less  than  a  de- 
cade for  Black-Scholes  to 
permeate  the  invest- 
ment world.  Hewlett- 
Packard  and  Texas  In- 
struments produced  cal- 
culators programmed 
with  Black-Scholes,  and 
customized  Black- 

Scholes    variants    were 
used  all  over  Wall  Street. 
Black     and     Scholes, 
whose  work  was  in  the 
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public  domain,  got  no  royalties,  but 
their  names  became  immortalized 
while  they  were  in  their  30s — not  a 
bad  reward. 

Black-Scholes  probably  would  have 
remained  primarily  academic  had  it 
not  appeared  around  the  very  time 
when  active,  liquid  options  markets 
were  starting  in  Chicago,  and  when 
technological  breakthroughs  were 
making  it  possible  for  anyone  with 
$2,000  to  have  a  personal  computer  as 
powerful  as  old-style  mainframes. 

The  ever-growing  options  markets 
created  securities  for  Black-Scholes  to 
value.  Enormous  increases  in  com- 
puter power  made  it  possible  to  calcu- 
late these  values  quickly  and  feasible 
for  computer  jockeys 
to  scan  multiple  mar- 
kets looking  for  price 
anomalies  to  exploit. 

Like  a  rock  precipi- 
tating an  avalanche, 
Black-Scholes  encour- 
aged index  arbitrage 
and  other  forms  of  pro- 
gram trading;  portfolio 
"insurance";  and  a  host 
of  arcane,  computer- 
based  strategies  that  al- 
lowed brokerage 
houses  such  as  Gold- 
man, Sachs  &  Co.  and 
Salomon  Brothers  to 
generate  high  short- 
term  yields  for  corpo- 
rate treasurers  via  com- 
plicated arbitrages. 

Here  was  the  key  to 
automatic,  almost 

risk-free  profits,  the 
key  that  investors  had 
sought  for  centuries. 

So,  just  as  the  1960s 
spawned  "gunslinger" 
mutual  fund  managers  and  the  1970s 
produced  "one-decision  growth 
stocks"  (a  simplified  formula  for  risk- 
tree  investing),  the  1980s  produced 
"quants."  Quants  could  invest  money 
risk-free.  If  you  took  the  right  courses 
in  the  right  universities  and  pounded 
the  right  keys  on  the  right  computer, 
you  could  make  a  zillion  dollars  using 
straddles,  strangles  and  other  such 
strategies. 

(ust  as  the  gunslingers  and  the  onc- 
decision  mavens  pied-pipered  the 
market  to  calamity,  the  quants  con- 
tributed mightily  to  Black  Monday. 
How?  By  changing  many  people's  atti- 
tudes toward  the  market,  letting 
them  think  they  had  eliminated  risk. 

"Intrinsic  value"  became  obsolete 
when  you  could  lock  in  profits  by 
nimbly  hopping  among  equity,  op- 
tions and  futures  markets.  Forget 
fuddy-duddies  like  Warren  Buffett  and 


Laurence  Tisch,  who  stayed  out  of  the 
stock  market  because  it  just  felt 
wrong.  Their  day  was  past. 

Had  practitioners  of  the  new  arts 
returned  to  Black  and  Scholes'  origi- 
nal article  and  noted  its  confessed 
limitations,  they  might  have  proceed- 
ed more  carefully.  In  their  haste  to 
make  money,  the  practitioners  ig- 
nored the  warnings.  Greed  conquered 
common  sense. 

Black,  now  a  partner  at  Goldman, 
Sachs  who  devises  computer-based 
trading  strategies,  says  he  and  Scholes 
thought  the  main  users  of  their  for- 
mula would  be  corporations  issuing 
warrants.  Black  and  Scholes  never 
dreamed    that    mighty    investment 
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Stanford  Professor  Myron  Scholes 

Don't  play  snooker  with  Lenny. 


houses  would  daily  gamble  billions 
on  it  or  that  sober  treasurers  would 
bet  the  corporate  ranch. 

The  two  men  have  a  fine  sense  of 
the  absurd,  and  laughingly  admit  they 
got  murdered  when  they  tried  to  use 
their  new  formula  in  the  market. 

In  1973  they  plunged  into  what 
their  formula  said  was  the  most  un- 
dervalued warrant  around — the  war- 
rant to  buy  a  share  of  Gene  Klein's 
National  General  Corp.  for  $40,  expir- 
ing in  1978.  Remember,  the  two  men 
thought  warrants  were  the  most  like- 
ly vehicle  for  their  theory.  Whoops! 
Scholes,  now  a  professor  at  Stanford, 
notes  wryly  that  the  market  knew 
something  Black-Scholes  didn't:  that 
Carl  Lindner's  American  Financial 
was  soon  going  to  buy  National  Gen- 
eral on  terms  that  slaughtered  the 
warrant  holders 

Black  and  Scholes  had  simply  man- 


aged to  quantify,  in  computer-usable 
form,  the  same  factors  that  option 
(and  warrant)  traders  had  instinctive- 
ly been  using.  These  include  the  exer- 
cise price,  the  time  remaining  to  the 
option's  expiration  date,  the  volatility 
of  the  underlying  security  and  the  in- 
terest saved  by  buying  the  option 
rather  than  the  far  more  expensive 
underlying  security. 

But  you  could  take  the  idea  further. 
If  you  can  value  an  option  by  knowing 
the  price  of  the  underlying  security, 
you  can  value  a  security  if  you  know 
the  price  of  its  option.  It  thus  becomes 
possible  to  use  options  to  hedge 
stocks,  and  to  use  options  to  get  the 
same  investment  results  you  would 
get  by  owning  stock. 

Enter  two  more  aca- 
demics, Hayne  Leland 
and  Mark  Rubinstein, 
who  extended  Black- 
Scholes  to  do  this  very 
thing.  These  two  men, 
both  from  wealthy 
Washington  State  fam- 
ilies (Leland's  in  lum- 
ber, Rubinstein's  in 
fishing),  didn't  work 
together  until  they 
both  landed  at  the  Uni- 
versity of  California, 
Berkeley  as  professors 
of  finance. 

Leland  and  Rubin- 
stein devised  a  way  to 
use  combinations  of 
stock  and  cash  to  pro- 
duce the  same  results 
as  options.  And  using 
an  option  could  yield 
the  same  result  as  hav- 
ing stock  and  cash.  As 
the  introduction  to 
their  article  in  the  July- 
August  1981  issue  of  the  Financial 
Analysts  Journal  noted,  "Institutions 
can  create  for  themselves  protective 
puts  and  covered  calls  on  stocks  for 
which  there  is  no  options  market." 

Thus,  stocks  are  just  another  com- 
modity. Forget  Ben  Graham.  Forget 
Phil  Fisher  and  John  Templeton.  For- 
get those  boring  fundamentals.  Who 
cares  about  earnings  trends  or  new 
products  or  the  state  of  the  economy? 
Just  as  you  can  lay  off  the  risk  of 
holding  soybeans  or  pig  bellies,  you 
can  lay  off  the  risk  of  holding  stock. 

If  the  names  Leland  and  Rubinstein 
seem  familiar,  it's  because  they  are 
two  founders  of  Leland  O'Brien  Ru- 
binstein Associates,  the  Los  Angeles- 
based  firm  that  is  the  leader  of  what 
should  be  called  "hedging"  but  in- 
stead is  called  "portfolio  insurance." 
Small  problem:  The  conditions 
needed    for    Black-Scholes    to    work 
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were  also  needed  for  Leland-Rubin- 
stein — orderly  and  efficient  markets, 
unchanging  volatility,  no  problem  in 
executing  trades. 

This  is  now  stressed  in  the  disclo- 
sure form  Leland  O'Brien  Rubinstein 
gives  its  clients — a  65-page  snoozer 
that  was  updated  after  Oct.  19.  The 
previous  version,  dated  June  5,  1987, 
also  mentions  these  potential  prob- 
lems, but  less  forcefully.  Did  portfolio 
managers  read  the  documents  and  un- 
derstand them?  Maybe  some  did,  but 
who  worried  about  potential  prob- 
lems when  there  was  all  that  money 
to  be  made? 

In  fact,  "portfolio  insurance"  is  not 
insurance.  Insurance  means  you  pay 
$300  a  year  to  Allstate,  and  if  your 
house  burns  down,  Allstate  pays  to 
rebuild  it.  The  only  way  you  can  get 
stuck  is  if  Allstate  runs  out  of  money. 

That's  not  what  "portfolio  insur- 
ance" is.  LOR  isn't  going  to  make 
customers  whole  if  they  lose  more 
than  the  targeted  amount  (5%  is  typi- 
cal) in  the  stock  market.  LOR  will 
devise  and  try  to  execute  strategies  to 
protect  the  value  of  clients'  portfolios, 
but  that's  all.  If  the  "insurance" 
doesn't  work,  too  bad. 

Rubinstein  and  LOR  Chairman 
John  O'Brien  readily  agree  that  "in- 
surance" is  a  misnomer.  So  why  do 
they  use  it?  "We  didn't  use  the  term 
until  newspapers  started  using  it," 
says  Rubinstein.  "If  we  didn't  use  the 
term  'portfolio  insurance,'  people 
wouldn't  know  what  we  meant,"  says 
O'Brien.  A  less  charitable  explanation 
is  that  "portfolio  insurance"  sounds 
classier  than  "dynamic  asset  alloca- 
tion," LOR's  original  description  of 
its  product. 

(Aetna  Life  &  Casualty,  using 
LOR's  technology,  actually  offered 
real  insurance  to  clients.  But  that's 
another  story.) 

LOR's  service  grew  vastly  more 
popular  in  1984,  when  it  began  using 
stock  index  futures.  (Before  that,  LOR 
adjusted  the  ratio  of  stocks  and  cash 
in  customer  accounts.)  Selling  S&P 
500  index  futures  is  designed  to  pro- 
duce the  same  results  as  selling  the 
500  stocks,  only  it's  quicker,  easier 
and  cheaper.  If  the  market  drops,  the 
profit  on  the  futures  should  offset 
losses  in  the  stock  portfolio. 

One  index  future  is  equal  to  500 
times  the  S&P  500  stock  index.  If  the 
index  is  300 — about  its  level  in  Octo- 
ber— selling  a  future  is  equivalent  to 
selling  $150,000  of  stock.  What's 
more,  futures  buyers  don't  have  to 
ante  up  all  $150,000— a  "good  faith" 
deposit  of  5%  or  so  was  all  that  was 
needed,  though  post-Oct.  19  levels  are 
now  about  12%.  You  could  sell  the 
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SlXT  i  YEARS  AGO, 

THIS  LOVELY  TROPICAL  ISLAND 

CHARMED  THE  \  ANDERBILTS. 

In  1925,  William  Vanderbilt  built  a  splendid  winter  estate  on 
Fisher  Island,  three  miles  offshore  of  Miami.  Sixty  years 
later,  it  has  been  transformed  into  the  world's  finest  private 
club  community.  Fisher  Island  once  charmed  the  Vanderbilts. 
It's  even  better  today. 

Fisher  Island,  Seven  Fisher  Island  Drive,  Fisher  Island, 
Florida  33109.  (305)  535-6071.  Toll-free  (800)  624-3251. 


(  FISHLR  ISLAND  ) 


Vanderbilt  Estate  and  Oceanfront  Guest  Villa  Accommodations  available  from  $300  to  $1000  per  night,  double  occupancy. 
Luxury  residences  priced  from  $335,000.  Complete  offering  terms  are  in  an  offering  plan  available  from  the  sponsor. 
This  is  not  an  offering  to  New  Jersey  residents. 
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equivalent  of  $100  million  of  stock  to 
buyers  who  had  to  come  up  with  only 
$5  million.  On  some  days,  the  dollar 
volume  of  traded  futures  came  to 
equal  the  dollar  volume  of  traded 
stocks — though,  of  course,  much  less 
money  changed  hands. 

The  availability  of  futures  made 
"insurance"  such  an  attractive  con- 
cept that  we  estimate  more  than  $70 
billion  of  portfolios  were  "insured"  as 
of  Sept.  30.  (Our  number  is  based  on 
our  modifications  of  a  sur- 
vey by  Interniarket,  a  Chi- 
cago-based magazine  for 
financial  risk  managers.) 
We  estimate  there  was 
less  than  $5  billion  of  "in- 
surance" in  force  in  1984. 

But  every  futures  seller 
needs  a  buyer  to  take  the 
other  side  of  the  transac- 
tion. And  everyone  in  the 
business  knew  that  a 
sharp  stock  market  de- 
cline would  trigger  mas- 
sive selling  by  "insurers" 
without  producing  any  in- 
crease in  the  number  of 
buyers.  Quite  the  oppo- 
site. Who  would  buy 
when  it's  known  that  bil- 
lions more  dollars  of  "in- 
surance" sales  are  com- 
ing? Futures  writers  have 
no  obligation,  moral  or 
otherwise,  to  create  order- 
ly markets. 

LOR,  which  with  its  li- 
censees had  about  half  the 
"insurance"  market,  pro- 
posed to  solve  the  prob- 
lem with  "sunshine  trad- 
ing." Rather  than  obscur- 
ing its  strategies  to  stop 
other  futures  players  from 
front-running  its  trades, 
LOR  wanted  to  announce 
its  transactions  in  ad- 
vance so  the  markets 
could  handle  them.  In 
hindsight,  the  fact  that 
LOR  felt  nervous  should 
have  been  a  sign  that  portfolio  "insur- 
ance" was  beginning  to  overwhelm 
the  futures  market. 

As  Myron  Scholes  says,  "If  only  two 
people  use  portfolio  insurance,  it's 
different  than  if  everyone  is  using  it." 

Given  these  obvious  limitations, 
why  did  "portfolio  insurance"  contin- 
ue growing  so  rapidly?  O'Brien's  ex- 
planation: "People  were  nervous  be- 
cause the  market  had  more  than  dou- 
bled. You  could  sell  and  live  with  the 
consequences,  or  try  to  hedge." 

Exactly.  A  lot  of  people  decided  to 
hedge.  Instead  of  selling  stock  on  the 
way  up,  they  held  on,  secure  in  the 


knowledge  that  their  portfolios  were 
"insured"  against  serious  loss.  You 
could  let  your  profits  run  without  the 
risk  of  losing  them.  Which  is  a  major 
reason  the  market  got  as  high  as  it  did: 
People  were  reluctant  to  sell  and  un- 
afraid to  buy — even  though  they  sus- 
pected stocks  were  overpriced. 

Another  phenomenon  of  the  1980s, 
stock  index  funds,  also  derives  from 
academe — the  so-called  random  walk 
theory,  which  holds  that  it's  impossi- 


LOR  Chairman  John  O'Brien 
Keeping  his  options  open. 
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ble  to  outperform  the  market  over  the 
long  haul.  Taken  to  extremes,  this 
theory  is  silly.  But  it  makes  a  lot  of 
sense  for  a  multibilhon-dollar  corpo- 
rate pension  fund,  which  is  commit- 
ted to  stocks  for  the  long  haul  and  is 
too  big  to  take  advantage  of  special 
situations  and  other  lucrative,  but  rel- 
atively small,  niches. 

As  of  lune,  the  last  date  for  which 
data  are  available,  at  least  $  1 75  billion 
was  invested  in  stock  index  funds, 
according  to  Pensions  6  Investment  Age 
That's  up  from  $28  billion  in  1983  and 
a  mere  $7  billion  in  1980.  A  single 
manager,  Wells  Fargo  Investment  Ad- 


visors, held  more  than  $40  billion  in 
stock  index  funds  as  of  Sept.  30. 

Index  funds  were  a  nice,  simple,  if 
unexciting,  idea.  But  index  fund  man- 
agers couldn't  leave  it  alone.  They 
wanted  to  attract  money  (and  hence 
fees)  for  their  particular  variety.  In 
search  of  an  edge,  some  index  funds 
became  aggressively  managed — un- 
like the  passive  pose  random  walk 
theorists  would  want  them  to  take. 
Wells  Fargo  uses  a  bankruptcy  screen 

for  its  fund,  and  decides 

whether  to  hold  stocks  of 
bankrupts  or  near-bank- 
rupts. Judgment?  In  an  in- 
dex fund? 

Even  small  differences 
loom  big  when  you're  sell- 
ing a  commodity  product. 
To  enhance  returns,  Wells 
Fargo  and  some  other  in- 
dex funds  play  futures  and 
stocks  against  each  other 
to  see  which  is  cheaper.  If 
futures  become  cheaper 
than  the  stocks,  Wells 
buys  the  futures  and  sells 
the  stocks. 

This  puts  downward 
pressure  on  the  stock  mar- 
ket, but  so  what?  Index 
fund  investors  in  for  the 
long  haul  don't  care 
whether  the  market  is  up 
or  down  at  any  given  mo- 
ment. And  by  doing  arbi- 
trages, Wells  Fargo  has  the 
chance  to  outperform  its 
peer  group  of  other  index 
funds,  which  is  what  real- 
ly matters  to  it. 

Index  funds  and  other 
automatic-pilot  players 
combined  in  unfortunate, 
unforeseen  ways  on  Black 
Monday.  The  week  pre- 
ceding Black  Monday  had 
seen  a  sharp  drop  in  the 
stock  market — the  Dow 
Jones  industrial  average 
had  fallen  a  then-record 

108   points   on   Oct.    16. 

Black  Monday  opened  with  large  vol- 
umes of  selling  in  the  futures  mar- 
kets— some  $1.56  billion  sold  by 
Wells  Fargo  alone. 

The  wave  of  selling  drove  the  price 
of  futures  below  the  price  of  the  un- 
derlying stocks,  and  prompted  selling 
by  arbitragers — including  index  funds 
and  some  big  brokerage  houses — who 
bought  futures,  sold  stock  and  locked 
in  a  spread.  So  futures,  requiring  cash 
outlays  of  just  5  cents  on  the  dollar, 
prompted  selling  of  stock  at  100  cents 
on  the  dollar  on  the  New  York  Stock 
Exchange.  The  tail  wagged  the  dog 
with  a  vengeance. 
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But  what  of  the  New  York  Stock 
Exchange  uptick  rule,  which  prohib- 

i  its  short  sales  unless  the  previous 
trade  has  seen  the  stock  increase  in 
price?  The  index  funds  claim  that 
they  aren't  selling  short,  because  they 
are  selling  stock  they  own,  not  stock 
they  have  borrowed.  And,  thanks  to  a 

,  little-noticed  Securities  &  Exchange 
Commission  no-action  letter  in  De- 
cember 1986,  broker-dealers  do  not 
have  to  worry  much  about  selling  on 
an  uptick,  either — the  SEC  ruled  that 
an  uptick  isn't  necessary  so  long  as 
the  organization  as  a  whole  is  long  the 
stock. 

You  can  see  what  this  means.  The 
uptick  rule  was  designed  to  prevent  a 
decline  from  snowballing — either 
from  natural  causes  or  from  a  concert- 
ed bear  campaign  by  short-sellers.  But 
portfolio  "insurers"  were  in  effect 
selling  the  market  short  without  hav- 
ing to  observe  the  uptick  rule.  This 
triggered  the  selling  of  stocks  by  index 

;  arbitragers  who  were  virtually  un- 

•  hampered  by  the  uptick  rule.  These 
stock  sales  caused  price  declines,  cre- 
ating more  selling  by  "insurers." 

Both  the  futures  and  stock  markets 
buckled.  Many  futures  sales  called  for 
'  by  the  portfolio  "insurance"  comput- 
|  ers  simply  couldn't  be  executed.  Peo- 
ple who  thought  that  they  had  insur- 
ance suddenly  discovered  they  had 
"insurance." 

Joseph    DiMartino,     president    of 
Dreyfus  Corp.,  the  big  mutual  fund 
company,  says  it's  crazy  to  expect 
i  NYSE  specialists  to  absorb  enormous 
]  computer-generated  sell  orders  "so  gi- 
ant  institutions   using   stocks   as   a 
commodity  could  pick  up  a  couple  of 
extra  basis  points.  It's  like  asking  a 
'  specialist  to  stand  in  front  of  a  moving 

•  freight  train."  The  same,  of  course, 
could  be  said  for  the  marketmakers 

i  who  abandoned  the  stock  index  fu- 

i  tures  pit. 

In  previous  crashes,  DiMartino 
says,  "the  bottom  was  reached  when 

[  value  players  came  in."  This  time,  the 
value  players  were  overwhelmed  by 
the  sheer  volume  of  computer-gener- 

'  ated  selling.  Besides,  the  market  was 
so  high  that  even  the  drop  of  a  couple 
hundred  points  on  the  Dow  wasn't 
enough  to  attract  the  more  conserva- 
tive value  players. 
What  now?  Pretty  much  business 

f  as  before.  Portfolio  "insurance"  has 
obviously  been  discredited,  and  per- 
haps half  of  it  is  no  longer  in  force.  But 
index  funds  are  still  using  arbitrage. 
Corporate  treasurers  still  use  complex 
arbitraging  strategies  to  lock  in  short- 
term  yields.  Big  brokerage  houses  are 
still  doing  program  trading. 
People  are  reluctant  to  give  up  on 


formulas  that  promise  easy  riches 
even  when  those  formulas  prove  seri- 
ously flawed. 

Let's  let  Myron  Scholes  have  the 
last  word  on  investing  by  formula. 
Says  he:  "Black-Scholes  gives  me  a 
better  method  of  valuation  than  I 
would  otherwise  have,  but  it's  not 
God's  truth.  If  we  tried  to  use  the 
model  as  bookies,  we'd  go  broke.  It's 


like  saying  that  because  you  have  just 
learned  in  high  school  physics  that 
the  angle  of  incidence  equals  the  an- 
gle of  reflection,  you're  ready  to  go  to 
the  pool  hall  and  challenge  Lenny  the 
local  hustler.  Lenny  will  clean  you 
out,  even  though  he  doesn't  know 
what  physics  is." 

That's  what  happened  in  the  pool 
hall  at  Wall  and  Broad  on  Oct.  19.  ■ 


The  Up  &  Comers 


Meet  Silvio  Berlusconi,  who  lives  like  a 
prince  by  finding  a  loophole  and  under- 
standing that  European  audiences  like  the 
same  TV  fare  Americans  enjoy. 

I,  Berlusconi 


By  Tatiana  Pouschine 


Welcome  to  Arcore,  the  op- 
ulent 16th-century  villa  15 
minutes  by  helicopter  from 
downtown  Milan.  Our  guide  is  Ar- 
core's  current  owner,  Silvio  Berlus- 
coni, the  Italian  broadcast  media  en- 
trepreneur whose  privately  owned 
Fininvest  Group  threw  off  around  $1 
billion  of  cash  flow  last  year  on  con- 
solidated revenues  estimated  to  be  at 
least  twice  that. 

Quite  a  place,  Arcore,  its  main  sa- 
lon and  other  rooms  overflowing  with 
antiques  and  paintings.  There  is  a  pri- 
vate park  and,  inside  again,  a  wall 
inlaid  with  oversized  television 
screens,  simultaneously  beaming  the 
programs  of  the  stations  he  owns  and 
those  of  his  competitors.  Down  the 
hall,  the  indoor  gymnasium.  Down- 
stairs, the  ancient  grottos,  one  trans- 
formed into  a  small  movie  theater. 
Back  upstairs,  the  private  chapel,  and, 
a  bit  further  on,  the  grand  piano.  Here 
Berlusconi  stops.  He  springs  to  the 
bench,  tickles  the  keys  and  launches 
into  a  surprisingly  melodic  rendition 
of  a  Broadway  tune. 

In  case  Arcore  doesn't  get  the  mes- 
sage across,  Berlusconi  tells  you 
bluntly  how  successful  and  important 


he  has  become.  Sample:  "The  heads  of 
American  entertainment  corpora- 
tions should  each  build  a  large  statue 
of  Mr.  Berlusconi  right  in  front  of 
their  doors."  Berlusconi  has  a  habit  of 
referring  to  himself  in  the  third  per- 
son. He  is  not  Agnelli  rich,  but  he  is 
probably  worth  roughly  $900  million. 

Obnoxious?  A  little.  But  it  took  a 
supreme  egotist,  a  brilliant,  driven 
man  to  open  Italy's — and  perhaps 
Western  Europe's — skies  to  commer- 
cial television  broadcasting. 

So  why  should  U.S.  entertainment 
folk  be  grateful  to  him?  Berlusconi, 
only  51,  is  probably  the  single  largest 
European  customer  of  U.S.  television 
shows.  James  McNamara,  senior  vice 
president  of  international  television 
distribution  at  New  World  Pictures,  is 
doing  a  substantial  amount  of  busi- 
ness with  Berlusconi.  McNamara  fig- 
ures that  Berlusconi  now  accounts  for 
about  15%  of  the  U.S.  TV  industry's 
$700  million  in  foreign  sales. 

Berlusconi,  son  of  a  Milanese  bank- 
er, seems  to  have  sprung  from  the 
womb  buying  low  and  selling  high.  At 
14  he  wrote  papers  for  fellow  high 
school  students,  tying  his  fees  to  the 
marks  the  papers  received.  Top 
marks,  top  fees;  mediocre  marks,  no 
fee  at  all. 
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Silvio  Berlusconi,  president  of  Fininvest  Group 
From  showman  to  television  tycoon. 


"There  were  very  rich  people  in  my 
class,"  recalls  Berlusconi,  without  a 
hint  of  moral  doubt.  He  earned  a  uni- 
versity degree  in  law,  supporting  him- 
self by  starting  a  band  and  singing 
French  songs  in  clubs. 

In  1963,  age  27,  Berlusconi  started  a 
construction  firm,  Edilnord,  to  build  a 
big  residential  complex — on  credit,  of 
course.  More  large-scale  projects  fol- 
lowed. And  Berlusconi  knew  when  to 
get  out.  In  1978,  ahead  of  the  Italian 
real  estate  collapse  of  the  early  1980s, 
Berlusconi  diversified  his  assets  into 
television.  He  started  by  launching 
Telemilano,  a  tiny  Milan  TV  station. 

The  big  money,  Berlusconi  quickly 
grasped,  was  not  in  a  little  station  but 
in  broadcasting  to  the  masses.  Unfor- 
tunately, Italian  law  prohibited  (and 
still  prohibits)  direct  competition 
against  the  government-owned  na- 
tional broadcasters. 

Ah,  but  what  is  the  law  but  a  neck- 
lace of  loopholes?  Berlusconi  noticed 
that  the  law  said  nothing  about  pri- 
vate local  channels,  so  he  linked  a 
string  of  emerging  small  local  stations 
by  delivering  the  tapes  to  his  stations. 
Berlusconi  would  time  their  broad- 
casts so  that  all  would  show  the  same 
programs  and  advertisements  at  the 
same  time — an  impromptu  network. 

Legally,  this  was  a  chain  of  indepen- 
dent stations.  Commercially,  of 
course,  it  was  a  national  network.  To- 
day Berlusconi  has  three  networks 
that  include  45  stations  throughout 
Italy  and  have  close  to  1 1  million 
prime  time  viewers.  That  is  a  bigger 
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audience  than  the  government's  group 
of  three  broadcasters,  the  Radiotelevi- 
sione  Italiana  (RAI)  1,  2  and  3. 

Berlusconi  concedes  that  Fininvest 
has  been  very  heavily  indebted  (a  pos- 
sible explanation  as  to  why  Berlu- 
sconi has  not  joined  other  Italian  en- 
trepreneurs in  going  public).  But  at 
present  Fininvest  is  generating  a 
healthy  cash  flow,  and  the  company 
claims  to  have  eliminated  all  debt. 

Berlusconi  keeps  competitors  at 
bay  by  paying  ferocious  attention  to 
business.  Bruce  Gordon,  president  of 
international  sales  at  Paramount 
Television,  recalls  a  dinner  with  Ber- 
lusconi at  Arcore.  Every  half-hour  a 
white-gloved  waiter  would  discreetly 
pass  the  host  a  folded  piece  of  white 
paper.  The  paper  contained  the  latest 
ratings  of  the  Berlusconi  networks. 

Thanks  to  Berlusconi's  showman- 
ship and  his  competitive  intensity, 
Fininvest's  advertising  revenues  have 
jumped  to  1.3  trillion  lire  last  year 
($1.1  billion  at  current  rates  of  ex- 
change) from  9.5  billion  lire  in  1980. 
Berlusconi's  agency,  Pubhtalia,  gener- 
ates over  60%  of  Italy's  total  televi- 
sion advertising  revenues. 

Back  to  his  relationships  with  U.S. 
producers.  The  Italians,  Berlusconi 
has  discovered,  love  U.S.  program- 
ming. He  has  licensed  rights  to  such 
U.S.  serials  as  Da/las  and  Dynasty,  as 
well  as  variety  shows,  soap  operas 
and — the  Italians  really  go  for  this — 
American  football.  So  popular  is  this 
programming  mix  that  the  state- 
owned  RAI  now  bids  aggressively  on 


popular  U.S.  programs,  pushing 
Hollywood's  product  prices  higher. 

Periodically,  Italian  regulators  ig- 
nore the  loopholes  and  try  to  black 
out  Berlusconi's  stations.  In  1980  Ita- 
ly was  playing  in  a  world  soccer  tour- 
nament in  Uruguay.  The  government 
channel  declined  to  broadcast  the 
matches,  so  Berlusconi  decided  to 
broadcast  them  instead.  After  the 
state  realized  how  huge  the  audiences 
would  be,  it  considered  blacking  out 
Berlusconi's  entire  operation,  but 
backed  off.  Faced  with  a  blackout 
threat  in  1984,  Berlusconi's  viewers 
called  the  prime  minister's  office  to 
complain.  A  week  later  the  cabinet 
issued  a  special  decree  permitting  Ber- 
lusconi to  broadcast. 

It  did  Berlusconi  no  harm  that  Ste- 
fania  Craxi,  the  former  socialist  prime 
minister's  daughter,  used  to  work  for 
Fininvest.  Nor  does  it  hurt  that  Ber- 
lusconi owns  and  publishes  //  Gior- 
nale,  a  right-wing  newspaper.  It's 
called  diversifying  political  risks,  and 
the  Europeans  excel  at  it. 

In  1985  France's  pragmatic  Socialist 
prime  minister,  Francois  Mitterrand, 
awarded  La  Republique's  first  com- 
mercial broadcasting  TV  license.  The 
winner:  a  partnership  composed  of  Je- 
rome Seydoux,  the  heir  to  the 
Schlumberger  fortune,  and  Silvio  Ber- 
lusconi. (Under  the  Chirac  govern- 
ment, Seydoux'  ownership  has  been 
substantially  decreased.)  TV's  share  of 
French  advertising  revenues  jumped 
from  24%  in  1986  to  27%  in  1987  (in 
Italy  it  is  over  40% ). 

More  good  news  for  Hollywood. 
"We've  had  a  renaissance  in  France," 
glows  New  World's  James  McNa- 
mara.  "Sales  to  France  used  to  be  non- 
existent, but  now  they  represent  25% 
to  30%  of  our  worldwide  business." 
Berlusconi  hopes  next  to  be  allowed 
to  broadcast  in  Spain  and  Greece,  and 
to  expand  his  operations  in  Germany. 

Berlusconi  is  aware  that  chauvinis- 
tic European  governments  may  im- 
pose ceilings  on  foreign  programming. 
So  he  is  branching  into  production; 
Fininvest's  production  company  has 
churned  out  some  70  feature  films, 
many  of  them  international  copro- 
ductions.  As  further  hedging  against 
government  interference,  Berlusconi 
is  spreading  his  commercial  risks — 
expanding  the  publishing  business 
(which  includes  a  stake  in  the  Monda- 
dori  Publishing  Group),  and  going 
into  financial  products  like  life  insur- 
ance. Only  12%  of  Italians,  he  says, 
are  insured. 

Perhaps  some  day  this  brilliant, 
self-promoting  entrepreneur  will 
commit  his  story  to  celluloid.  The 
title  suggests  itself:  /.  Berlusconi  ■ 
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After  40  years  of 

constant  research 

and  development, 

wete  not  about  to 

slow  down. 


3*,       \ 


At  Porsche,  some  o 

R&D  meetings  taken 


We  have  always  viewed  racing  as 
more  than  merely  a  contest. 

It  is,  for  us,  an  important  part  of 
research  and  development— a  critical 
test  that  can't  be  duplicated  in  any 
other  way. 

During  a  race  things  happen  faster, 
move  faster,  wear  out  faster.  Everything 
is  accelerated.  Including  learning. 

And  what  we  learn  on  the  track 
invariably  affects  the  designs  of  our 
production  cars. 


Not  as  superficial  cosmetic  change 
but  as  new  technology  that  has, 
over  the  years,  dramatically  improved 
performance. 

In  fact,  even  a  partial  list  of  the 
technology  proven  through  our  racing 
program  reads  like  the  specifications 
of  a  modern  production  Porsche. 

It  is  a  list  that  includes  major 


ur  most  important 
e  in  under  a  minute. 


P 

i  ivancements  in  fuel  injection.  Engine 
i  anagement.  Aerodynamics.  Brake- 
i  stems.llirbocharging. 

It  is  a  list  that  proves  the  validity  of 
hat  Professor  Ferry  Porsche  has  been 
ying  for  over  forty  years:  at  Porsche, 


preoccupation  with  achieving  victory 
after  victory,  is  really  nothing  more  than 
our  pursuit  of  a  long-term  goal.  The  goal 
of  building  the  perfect  sports  car. 

It's  a  goal  we  set  for  ourselves  from 
the  very  first  day.  And  an  objective  our 
e  don't  race  just  to  win,  we  race  to  learn,   customers  have  come  to  respect. 

Winning  merely  proves  that  what  Which  is  why,  in  pursuit  of  that  goal, 

e  learn,  we  use  effectively.  we  have  never  hesitated  to  cover  the 

So  what  may  appear  to  some  as  a      same  ground  over  and  over. 

Especially  the  ground  around  places 
like  Sebring,  Daytona  and  Le  Mans. 


962C  6-cylinder,  horizontally  opposed,  four  overhead  cam- 
shafts, four  valves  per  cylinder,  liquid-cooled  mid-engine, 
2999cc,  700  hp.  Weight:  1929  lbs.  Top  speed:  225+  mph. 


Part  of  what  main 
is  continually  te< 


If  you  want  to  test  a  car,  race  it. 

If  you  want  to  torture  a  car,  race  it 
for  24  hours  straight. 

There  is  no  greater  proof  of  a  car's 
durability. 

Which  is  why,  almost  from  the  day 
we  started  building  the  911,  we  started 
racing  the  911. 

In  everything  from  rallies  and  club 
races  to  GT  competitions  and  24-hour 
endurance  events  all  over  the  world. 

Not  just  to  see  how  much  it  could 


win,  but  to  see  how  far  it  could  go. 

It  was  in  pursuit  of  this  goal  that 
built  the  911  Carrera  RSR  Turbo.  A 
that,  in  its  first  season,  captured  seven 
national  and  three  international  cham- 
pionships. A  car  which,  even  now, 
its  class  with  astonishing  regularity. 

We  were  very  pleased  with  the  RSI 
Turbo.  But  we  were  also  convinced  tfo 
the  911  design  could  be  taken  still  furth« 

Which  led  us  to  the  935,  a  dedicat 
racing  version  of  the  911.  A  car  that  wc 


911  Carrera  RSR  Turbo  6-c\ Under,  horizpntalfy 

opposed,  two  overhead  camshafts,  air-cooled  rear  engine 
with  turbocharger,  2142cc,  500  hp.  Weight:  1653  lbs.  Top 
speed:  185  +  mph. 


ler 


KK> 


t±... 
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an  enduring  car 
ig  its  endurance. 


rst  overall  at  what  many  consider  to  be 
le  ultimate  endurance  race,  the  Twenty- 
bur  Hours  of  Le  Mans. 

Having  achieved  this,  we  began 
)oking  for  more  ways  to  extend  the 
apabilities  of  the  car.  Which  is  how  we 
ame  to  the  most  recent  development 
!f  the  911,  the  959. 

As  a  four-wheel-drive,  cross-country 
ally-racer,  the  959  won  the  rugged  Rallye 
'aris-Dakar,  driving  from  sun-up  to 
jndown  in  terrain  that  would  brutalize 


even  the  sturdiest  off-road  vehicle. 

Our  racing  reputation  grew,  to  a 
great  extent,  out  of  our  commitment  to 
finding  the  limit  of  what  the  911  could 
endure.  A  limit  we  still  have  not  reached. 

Which  is  why  today,  the  911  is  per- 
haps the  most  prized  high  performance 
sports  car  in  the  world,  with  one  of  the 
highest  resale  values,  whether  it  was 
purchased  in  1987  or  in  1967 

After  all,  we  build  the  911  to  last  a 
lot  longer  than  just  a  few  years. 

We  build  it  to  last  all  day. 


\_ 


911  Carrera  6-cylinder,  horizontally  opposed,  two  over- 
head camshafts,  air-cooled  rear  engine,  3164cc,  214  hp. 
Weight:  2756  lbs.  Top  speed:  149  mph. 
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Before  west; 
on  a  car,  if  s  a 


The  car  on  the  left  is  the  944  GTP 

In  1981,  we  entered  it  in  the  Twenty- 
Four  Hours  of  Le  Mans  where  it  com- 
peted against  cars  with  engines  more 
than  twice  the  size  of  its  own  in-line  four. 

Cars  which  no  amount  of  modifi- 
cation could  turn  into  legal  production 
automobiles. 

Skeptics  doubted  it  would  finish, 
let  alone  place  in  the  top  ten.  It  was,  after 


944  GTP  4-cylinder,  in-line,  two  overhead  camshafts,  four 
valves  per  cylinder,  liquid-cooled  front  engine  with  turbo- 
charger,  2479cc,  410  hp.  Weight:  2094  lbs.  Top  speed: 
185  +  mph. 


all,  a  David  among  scores  of  Goliaths. 

Nevertheless,  it  came  in  an  astonisl 
ing  seventh  overall.  And  spent  less  time 
in  the  pits  than  any  other  car  in  the  raa 

It  was  this  car's  superb  racing  per- 
formance that  led,  in  1982,  to  the  intro- 
duction of  the  production  944.  A  car 
which  our  engineers,  heedless  of  the 
praise  given  their  initial  design,  have 
continued  to  scrutinize,  to  amend,  to 
push,  to  mold  into  the  car  on  the  right. 


2_ *   ■    -■*- 


t  production 
sady  finished. 


The  944  Turbo. 

A  car  with  a  top  speed  of  152  mph, 
17  horsepower,  and  the  ability  to  aceel- 
rate  from  0  to  60  in  just  6.1  seconds. 

A  car  which,  in  certified  Showroom 
tock  events  around  the  country,  still 
sgularly  competes  against  machines 
dth  engines  twice  the  size  of  its  own. 
did  which,  even  six  years  later,  still  bears 
remarkable  resemblance  to  the  Le 
lans  prototype  to  which  it  owes  much 


of  its  original  technology. 

For  us,  competition  provides  a  con- 
stant source  of  challenge  and  new  ideas. 
And  well  continue  to  race  Porsches  for 
as  long  as  we  continue  to  build  Porsches. 

Not  because  we  feel  it's  necessary  to 
chalk  up  more  wins  than  we  already  have. 

But  because  when  we  introduce  a 
performance  car,  we  like  to  be  sure  it's 
going  to  perform. 


944  TUrbo  4-cylinder,  in-line,  single  overhead  camshaft, 
liquid-cooled  front  engine  with  turbocharger  and  inter- 
cooler,  2479cc,  217hp,  transaxle design.  Weight:  2998 lbs. 
Top  speed:  152  mph. 


ow  racing  makes 


On  August  7, 1986,  at  the  salt  flats 
of  Bonneville,  a  test  driver  named  Al 
Holbert  set  two  new  FIA  international 
speed  records. 

171.110  mph  for  the  flying  mile.  And 
171.926  mph  for  the  flying  kilometer. 

Afterward,  he  remarked  that  the  run 
was  very  smooth  and  comfortable.  And 
that  his  only  regret  was  that  he  had  not 
played  the  stereo  as  there  was  virtually 
no  noise  from  the  engine. 

The  car  he  was  driving  was  a  stock 


Porsche  928S  4. 

The  most  technologically  advancec 
Porsche  you  can  get. 

The  928S  4  has  a  near  50-50  weight 
distribution,  which,  combined  with  its 
patented  Weissach  Rear  Axle,  gives  not 
only  a  feeling  of  unwavering  stability, 
but  the  kind  of  precise,  responsive  hanc 
ling  that  makes  driving  a  celebration, 
instead  of  mere  transportation. 

Its  electronically  monitored  Anti- 
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Charlton  Heston  and  Clint  Eastwood  were  ready  to  respond  to 
Gregory  Peck's  emotionally  orchestrated  attacks  on  Judge  Bork. 
Why  didn't  the  White  House  use  them?  Doesn't  it  know  that 
politics  and  show  business  are  merging? 

Campaign  '88:  Get  ready  for 
"selective  reality" 


By  Allan  Dodds  Frank 


asterminded  by  centimil- 
lionaire  TV  producer  Nor- 
man Lear,  Hollywood  liber- 
als and  leftists  played  a  decisive  role 
in  beating  the  confirmation  of  Judge 
Robert  Bork  to  the  Supreme  Court.  In 
a  way  this  was  the  biggest  political 
event  of  1987.  It  showed  how  activist 
entertainers  could  use  their  money 
and  manipulative  knowhow  to  push 
the  political  process. 

Of  course,  the  U.S.  Senate  did  the 
job  on  Bork,  but  it  was  a  Hollywood- 
directed-and-financed  media  blitz 
that  brought  forth  the  angry  letters, 
telegrams  and  calls  that  frightened  a 
decisive  number  of  middle-road  sena- 
tors into  voting  against  Bork. 

The  Bork  nomination  is  history, 
and  this  is  not  an  article  about  how 
and  why  he  was  rejected.  It  is  about 


the  increasing  power  and  affluence  of 
the  U.S.  entertainment  industry.  This 
increasing  power  is  no  fluke.  In  the 
postindustrial  age,  as  Forbes  has 
pointed  out  many  times,  the  people 
who  manufacture  entertainment  are 
generating  huge  amounts  of  capital, 
earning  huge  amounts  of  foreign  ex- 
change for  the  U.S.  and  increasingly 
dominating  public  consciousness.  En- 
tertainment is  no  longer  a  fringe  in- 
dustry. In  an  era  when  captains  of 
industry — with  a  few  exceptions  like 
corporate  TV  star  Lee  Iacocca — are  no 
longer  larger  than  life,  studio  moguls 
and  their  stars  have  become  more  vis- 
ible and  important  than  ever. 

Entertainment  people  long  ago 
learned  how  to  use  politics  to  advance 
their  industry's  interests:  copyright 
protection,  the  ability  to  remit  foreign 
earnings  and  similar  direct  pocket- 
book  issues.  But  the  Bork  defeat  was  a 


landmark.  For  the  first  time,  a  group 
of  activists  used  showbiz  and  adver- 
tising techniques  not  to  influence  is- 
sues but  to  launch  a  character  attack 
on  a  judicial  nominee.  By  shrewdly 
targeting  radio  and  TV  commercials 
at  blacks  and  blue-collar  workers, 
Norman  Lear's  People  for  the  Ameri- 
can Way  convinced  many  people  that 
the  scholarly  judge  was  prejudiced 
against  blacks  and  women. 

Here's  an  excerpt  from  the  famous 
anti-Bork  TV  commercial,  read  by  film 
hero  Gregory  Peck:  "He  [Bork]  de- 
fended poll  taxes  and  literacy  tests, 
which  kept  many  Americans  from 
voting.  ...  He  doesn't  believe  the 
Constitution  protects  your  rights  to 
privacy.  And  he  thinks  freedom  of 
speech  does  not  apply  to  literature  and 
art  and  music."  Peck  was  perilously 
close  to  lying,  but  never  mind.  Viewers 
wouldn't  be  familiar  with  Bork's  actu- 


Charlton  Heston 

Ready,  but  nobody  asked. 


Gregory  Peck 

Clean-cut  and  credible. 


Sieve  NorthurVBlack  Star 


Christopher  Tvrone/Bl3ck  Scar 
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al  record.  And  Peck  was  no  ranting, 
angry  activist.  Here  was  a  clean-cut 
hero,  measuring  his  words  and  speak- 
ing with  apparent  deep  feeling.  The 
performance  might  have  deserved  an 
Oscar.  If  a  black  leader  or  an  extreme 
feminist  were  to  attack  Bork,  a  lot  of 
people  would  shrug  "so  what?"  Greg- 
ory Peck?  Must  be  something  to  it. 

Lear  earned  several  hundred  mil- 
lion dollars  by  producing  such  popu- 
lar TV  programs  as  All  in  the  Family, 
Maude  and  The  Jeffersons.  He  cleariy 
knows  how  to  get  the  attention  of 
millions  of  ordinary  people,  and  how 
to  get  inside  their  heads.  His  cunning- 
ly emotional  campaign  used  the  tech- 
nique of  the  Big  Lie,  the  more  insid- 
ious because  of  its  low-key  delivery. 

If  this  was  American 
politics  at  its  worst,  it  was 
American  marketing  at  its 
most  effective.  Consider 
how  coldly  and  deliberate- 
ly the  anti-Bork  tactics 
were  applied  to  Pennsyl- 
vania Republican  Arlen 
Specter,  a  Senate  Judiciary 
Committee  member. 

Norman  Lear's  group 
spent  heavily  to  air  anti- 
Bork  commercials  on 
black-oriented,  news  talk 
and  adult  contemporary 
radio  stations  in  Pitts- 
burgh and  Philadelphia. 
More  than  1 40,000  mostly 
anti-Bork  letters,  post- 
cards and  calls  poured  into 
Specter's  office,  making  it 
hard  to  take  too  seriously 
his  assertion  that  his  deci- 
sion to  vote  against  Bork  was  scarcely 
influenced  by  the  public  outcry. 

Perhaps  Lear's  smartest  ploy  was  in 
getting  a  national  airing  at  very  little 
cost.  The  tactics  were  brilliant.  The 
major  networks  refused  to  air  the  vi- 
cious anti-Bork  commercials  for  fear 
they  would  trigger  demands  for  free 
equal  time.  But  the  Cable  News  Net- 
work and  seven  TV  stations  in  the 
East,  South  and  West  sold  People  foi 
the    American     Way    Action     Fund 
$166,000  worth  of  airtime  over  ten 
days.  Then  the  White  House  walked 
into  the  trap  that  Lear  and  his  friends 
had  apparently  set  for  it.  On  the  final 
day  of   the   commercials'   run,    the 
White  House  called  them  "patently 
outrageous  and  deliberately  untrue ." 
That  made  them  news  and  headlined 
their  content  on  all  three  networks. 
Norman  Lear   barely  containing 
lee:  "When  Ronald  Reagan  elect- 
rap  the  ad  and  Gregory  Peck,  he 
.!  not  have  done  us  a  bigger  politi- 
i]   It  was  a  K'tt."  Did  Lear  delib- 


erately bait  the  trap?  He  concedes  that 
the  idea  had  occurred  to  him. 

And  what  about  the  onetime  show 
business  figure  now  in  the  White 
House?  Did  President  Ronald  Reagan 
fight  back  in  kind?  He  did  not,  thanks 
to  the  timid  counsel  of  the  White 
House  staff.  While  Gregory  Peck  was 
applying  his  acting  talents  to  con- 
vince people  that  Bork  was  evil,  con- 
servative actors  Charlton  Heston  and 
Clint  Eastwood  were  eagerly  awaiting 
a  chance  to  speak  up  for  Bork. 

Heston,  Eastwood  and  like-minded 
conservatives  and  middle-of-the- 
roaders  in  the  entertainment  industry 
wanted  to  film  strong — and  equally 
emotional — commercials  endorsing 
the  judge.  The  green  light  never  came. 


Candidate  Paul  Simon  with  singer  I'aul  Simon  and  cast  of 
Saturday  Night  Live  last  fall 

Given  campaign  spending  limits,  candidates  who  gain 
free  media  exposure  will  have  a  big  advantage. 


Says  Heston:  "Whoever  was  running 
things  |in  the  White  House)  never  put 
it  together.  The  Administration 
didn't  realize  how  committed  the  lib- 
eral establishment  was  to  blocking 
(udge  Bork's  confirmation." 

White  House  Deputy  Press  Secre- 
tary B.  )ay  Cooper  alibis:  "We  never 
wanted  to  get  into  that  kind  of  lobby- 
ing for  the  nomination,  so  we  didn't. 
It  would  have  further  demeaned  the 
process."  Pretty  lame,  that,  consider- 
ing the  process  had  already  been  de- 
meaned by  the  other  side. 

Clearly,  Heston  and  Eastwood— fig- 
urcs  at  least  as  familiar  as  Gregory 
Peck — might  have  changed  things. 
Imagine  how  different  the  debate  had 
Heston  filmed  an  ad  based  on  a  letter 
he  sent  privately  to  Senator  Ted  Ken- 
nedy and  released  to  Forbes.  Snapped 
Heston:  "[Your]  malevolent  character 
assassination  [of  Bork)  reeks  of  the 
worst  excesses  of  the  McCarthy  era.  I 
ask  you  to  consider  the  value  of  de- 
cency, moderation  and  justice.  Has  it 


occurred  to  you  that  your  life  leaves 
you  ill-qualified  to  pass  judgment  on 
another  man's  character?"  Heston 
knew  that  Kennedy  and  Senate  Judi- 
ciary Committee  Chairman  Joseph 
Biden  (D-Del.)  have  both  displayed 
character  flaws  where  none  could  be 
pinned  on  Bork.  Such  an  attack  could 
have  blunted  their  Bork-baiting.  But 
the  counterattack  never  came. 

Judge  Bork  is  back  at  the  U.S.  Court 
of  Appeals  in  Washington.  Says  he:  "If 
I  believed  10%  of  what  [critics]  said 
about  me,  I  would  have  considered 
committing  ritual  hara-kiri." 

The  venom  spilled  in  the  anti-Bork 
campaign  is  certain  to  run  over  into  the 
presidential  election.  Flush  from  their 
triumphant  role  in  the  defeat  of  Bork, 
the  Hollywood  left  is  look- 
ing forward  to  November. 
Yet  to  be  determined  is 
who  the  Hollyleft  will 
support.  Gary  Hart  once 
displayed  that  star  quality 
and  electronic  media  mas- 
tery Hollywood  Demo- 
crats appreciate,  but,  save 
Hart's  pal  Warren  Beatty, 
most  now  disdain  him. 
One  Democratic  contend- 
er, Senator  Albert  Gore,  is 
dead  in  Hollywood.  His 
wife  Tipper's  campaign 
against  obscene  and  vio- 
lent rock  'n'  roll  lyrics  has 
alienated  the  powerful 
record  producers:  In  Hol- 
lywood, as  elsewhere,  the 
pocketbook  still  comes 
first.  A  number  of  Holly- 
wood bigshots  have  offered 
support  and  big  checks  to  either  Mario 
Cuomo,  Democratic  governor  of  New 
York,  or  Bill  Bradley,  Democratic  sena- 
tor from  New  Jersey,  if  either  will  run. 
As  for  the  other  contenders,  all  are 
working  hard  to  get  the  entertainers  on 
their  side. 

"It's  a  golden  time  for  politicians  [in 
Hollywood],  especially  liberals,"  says 
Capitol  Industries-EMI,  Inc.  President 
Joe  Smith,  an  active  Democrat  whose 
name  pops  up  on  everybody's  fund- 
raising  lists.  Fat  checkbooks  are  only 
part  of  the  support  waiting  for  the 
right  Democrat  in  the  film  capital. 
Entertainment  figures  can  add  value 
to  campaigns  in  ways  that  smoke- 
stack industry  executives  rarely  can. 
Says  Representative  Thomas  Dow- 
ney, a  New  York  Democrat  who  over- 
sees copyright  matters  on  the  House 
Ways  and  Means  Committee  (and 
therefore  has  some  influence  in  the 
entertainment  business):  "Sometimes 
one  entertainer  can  be  worth  more 
|money|  than  the  entire  chemical  in- 
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dustry."  An  entertainer  can  easily  at- 
tract thousands  to  a  benefit  concert, 
while  the  chemical  industry  can't. 

With  spending  in  primaries  limited 
by  federal  law,  on  a  state-by-state  ba- 
sis, to  16  cents  per  person  of  voting 
age,  total  spending  for  all  primaries 
can  reach  only  about  $27  million.  If 
New  Hampshire  and  Iowa  are  indeci- 
sive and  the  Democratic  race  remains 
open  after  the  Super  Tuesday  prima- 
ries of  March  8,  that  $27  million  will 
soon  run  out.  Then  candidates  who 
best  use  celebrities  to  gain  free  media 
exposure  will  have  a  big  advantage. 

In  California,  for  example,  candi- 
dates can  spend  only  $7  million 
apiece.  If  the  contests  are  still  in 
doubt  by  the  California  primary  on 
June  7,  free  media  access 
will  be  more  important 
than  ever.  The  same  de- 
sire for  access  also  will  in- 
tensify as  the  general  elec- 
tion draws  near  and  the 
two  candidates  reach  the 
overall  federal  funding 
limit  of  $45  million. 

Can't  afford  any  more 
commercials?  Why  not 
bring  in  Paul  Newman  to 
win  you  free  time  on  the 
evening  news?  Or  Barbra 
Streisand? 

The  presidential  cam- 
paign is  only  part  of  the 
picture  of  the  entertain- 
ment industry's  growing 
clout.  The  same  use  of 
leftish  entertainment  fig- 
ures that  floored  Bork  is 
helping  entrench  the  San- 
dinistas in  Nicaragua.  Gold  Mountain 
Records  owner  Danny  Goldberg 
wants  to  stop  money  going  to  contras 
fighting  the  Sandinistas.  Goldberg 
produced  rock  concerts  in  Los  Ange- 
les, Washington,  D.C.  and  New  York 
last  year  and  raised  more  than 
$100,000  for  a  group  called  Count- 
down '87  that.opposes  aid  to  the  Nica- 
raguan  resistance. 

Taking  Norman  Lear's  lead,  Count- 
down is  buying  TV  spots  in  targeted 
congressional  districts  where  the  in- 
cumbents are  wavering  on  contra  aid, 
seeking  to  push  the  people  off  the 
fence  and  into  the  Sandinista  camp. 
Countdown's,  continuing  media  cam- 
paign before  every  contra  vote  pin- 
points these  sensitive  districts.  Gold- 
berg and  others  who  doubt  the  San- 
dinistas' imperial  motives  plan  to 
pressure  their  representatives  into 
voting  their  way — all  done  with  mon- 
ey raised  from  rock  concerts,  money 
contributed  by  people  who  otherwise 
wouldn't  give  a  dime  to  the  cause. 


"If  you  have  a  sense  of  the  vox  po- 
puli,  your  skills  are  transferable  to 
politics,"  says  Leonard  Garment,  a 
Washington,  D.C.  lawyer  with  both 
entertainment  and  political  clients. 

Barbra  Streisand  knows  how  to  use 
these  skills  for  leftish  political  causes. 
In  1986  Streisand  starred  at  a  political 
benefit  concert  at  her  Malibu  home 
and  raised  more  than  $1.5  million, 
much  of  which  was  directed  to  the 
Hollywood  Women's  Political  Com- 
mittee. This  left-leaning  feminist  or- 
ganization, where  admission  is  based 
on  power  and  star  wattage  only,  com- 
mands fear  and  respect,  not  for  the 
quality  of  its  dialogue,  but  for  its  abili- 
ty to  write  checks  and  to  attract  pub- 
licity to  its  favorite  causes.  It  com- 


Jeff  Mocomh  Picture  Gr« 


Candidate  Pat  Robertson,  with  Dale  Evans 

and  Roy  Rogers 

And  TVs  Mary  Hart  is  for  Dole,  country  singer  Mickey 

Gilley  is  for  Bush,  and.  Wort  Sahl  is  for  Haig. 


manded  personal  appearances  last 
year  from  every  Democratic  presiden- 
tial contender,  several  of  whom  were 
subjected  to  outbursts  on  such  issues 
as  apartheid  in  South  Africa  and  AIDS 
research.  To  many  members  of  this 
group,  Sandinista  caudillo  Daniel  Or- 
tega is  a  heroic  fighter.  And  heaven 
help  the  hopeful  who  appear  before 
the  committee  without  a  strong  rec- 
ord of  favoring  abortion  on  demand. 

Why  are  so  many  rich  entertainers 
leftists?  In  a  sense,  speaking  up  for  the 
poor  helps  them  overcome  in  a  pain- 
less way  the  guilt  they  feel  for  their 
current  flamboyant  living  standards — 
the  gold  Rolls-Royces  and  dream-pad 
mansions.  It  helps,  too,  to  distinguish 
them  from  the  rich  but  unfamous,  and 
to  give  the  entertainers  the  illusion 
that  they  are  retaining  their  popular 
roots  and  are  still  in  touch  with  their 
sometimes  modest  origins.  Whatever 
the  reasons,  the  fact  remains  that  Hol- 
lywood is  a  powerful  source  of  money 
and  publicity  for  leftist  causes.  Jane 


Fonda — Hanoi  Jane — is  not  alone. 

Fortunately  for  the  political  process 
in  the  .U.S.,  the  left  hasn't  managed  to 
monopolize  the  money-raising  and  at- 
tention-getting value  of  show  busi- 
ness celebrities.  Entertainment  To- 
night co-host  Mary  Hart  works  as  a 
campaign  volunteer  this  month  in  her 
native  state  of  South  Dakota  for  Sena- 
tor Robert  Dole.  Extra  media  expo- 
sure for  Dole  is  virtually  guaranteed. 
George  Bush  expects  help  not  only 
from  country  singer  Mickey  Gilley, 
but  also  from  Loretta  Lynn  and  oth- 
ers. Arnold  Schwarzenegger,  Charlton 
Heston  and  others  stand  ready  to  mo- 
bilize behind  the  Republican  candi- 
date after  the  convention. 

"For  a  long  time,  the  Republican 
Party  didn't  have  anybody 
except  Mary  Pickford,  Ce- 
sar Romero  and  Roy  Ro- 
gers," says  Roger  Ailes, 
media  adviser  to  George 
Bush.  "Then  country  mu- 
sic became  more  popular, 
the  country  got  a  little 
more  conservative  and 
some  guys  were  a  little 
more  willing  to  speak  up. 
So  we  found  that  there  are 
a  lot  of  celebrities  who  are 
Republicans." 

Mort  Sahl,  for  example. 
The  acerbic  comedian  now 
counts  himself  a  conserva- 
tive. His  surprising  candi- 
date— Alexander  Haig. 

Or  Arnold  Schwarzeneg- 
ger. Taking  a  break  from 
making  $6  million  playing 
a  Soviet  cop  chasing  crimi- 
nals in  Red  Heat,  Schwarzenegger  talks 
politics  with  Forbes:  "When  I  came  to 
Hollywood  19  years  ago,  people  told 
me  I'd  never  get  work  if  I  was  conserva- 
tive. I  was  told,  'You  ought  to  be  a 
liberal  to  make  it  because  everybody  on 
top  is  a  liberal. '  Now  people  come  up  to 
me  at  parties  and  whisper,  'You  know, 
I'm  a  conservative,  too.'  " 

After  all,  it  was  the  conservative 
Ronald  Reagan  who  helped  waken 
Hollywood  to  its  political  potency. 
"Ronald  Reagan  has  taught  us  all  a 
great  lesson,"  says  Norman  Lear.  "He 
has  showed  us  that  the  Oval  Office  is 
the  pulpit  for  the  spiritual  needs  of 
this  country,  which  are  the  umbrella 
needs  for  things  economic,  for  things 
geopolitical,  for  things  macro  and  mi- 
cro, for  everything."  Just  as  President 
Reagan  used  that  pulpit  to  move  the 
U.S.  in  one  direction — by  appealing 
over  the  heads  of  the  legislators  and 
judges  to  reach  the  country  directly 
through  the  mass  media — Lear  would 
like  to  see  it  used  to  move  the  country 
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back  to  where  it  was  pre-Reagan.  Lear 
has  shown  the  way  for  bringing  show- 
biz deeper  into  politics. 

Perhaps  the  entertainment  folks 
will  simply  neutralize  each  other,  as 
both  left  and  right  learn  how  to  capi- 
talize on  Hollywood's  cash  and  atten- 
tion-getting powers. 

Even  so,  the  infusion  of  entertain- 
ment techniques  into  presidential 
politics  changes  the  game.  More  than 
ever,    political    campaigns    will    be 


waged,  not  on  issues,  but  through 
symbols  artfully  designed  to  evoke 
emotional  responses.  Judge  Bork  has 
"strange  ideas,"  radio  listeners  were 
told.  Bork  was  dehumanized,  made 
into  a  symbol  for  turning  back  the 
clock.  Anthony  Podesta,  Norman 
Lear's  aide  in  the  Bork  campaign, 
says:  "Let's  face  it,  a  60-second  ad  is 
selective  reality.  .  .  .  People  who  de- 
fine the  debate  win  the  argument." 
Selective  reality.  A  high-sounding 


phrase.  What  does  it  really  mean?  It 
means  creative  distortion — just  one 
short  step  from  lying.  Given  a  Holly- 
wood veneer  and  enunciated  by  pro- 
fessional performers,  this  creative  dis- 
tortion can  swing  lots  of  votes.  Using 
it,  his  show  business  opponents  dehu- 
manized Robert  Bork  and  turned  him 
into  a  symbol  for  reaction  and  repres- 
sion. They  rendered  no  service  to 
American  politics,  but  set  a  standard 
of  success  that  invites  emulation.  ■ 


"Humanity  is  profoundly  influenced' 


Weintraub  Entertainment  Group  Chairman  Jerry 
Weintraub  says:  "The  film  Fatal  Attraction  will  do 
more  for  marital  fidelity  than  the  church  ever  did." 
Weintraub's  point  is  debatable,  but  there's  no  doubt 
that  today's  visual  entertainment  reaches  masses  of 
people  remote  from  moral  preachings  of  churches.  In 
an  era  of  expanded  leisure  and  electronic  communica- 
tions, the  fantasyland  of  entertainment  is  more  real  to 
millions  of  people  than  life  itself.  Little  wonder  movie 
people  are  playing  a  growing  role  in  politics  and  in  the 
spread  not  only  of  trends  and  fashions  but  ideas  as  well. 
In  Hollywood,  ultraliberal  movie  folks  are  not  at  all 
shy  about  foisting  pet  causes  on  unsuspecting  audi- 
ences. Charlton  Heston,  politically  conservative,  com- 
plains about  an  antibusiness,  antimihtary  bias  in  his 
industry:  "The  only  acceptable  [villains]  are  rednecks, 
small-town  politicians,  bankers  and  military  men 
above  the  rank  of  major."  Says  liberal  movie  producer 
Gale  Anne  Hurd:  "In  a  subtle  way  I  do  proselytize," 
adding  that  the  action  must  come  first. 


Mikhail  Gorbachev  and  Pope  John  Paul  II  recognize 
the  political  impact  entertainers  have.  During  Gorba- 
chev's Washington  visit  he  and  other  Russian  officials 
met  with  some  of  the  entertainment  industry's  elite, 
including  Motion  Picture  Association  of  America 
Chairman  Jack  Valenti,  Paul  Newman  and  Stanley 
Sheinbaum,  a  longtime  Hollywood  Democratic  activ- 
ist married  to  a  daughter  of  Harry  Warner. 

Acutely  aware  of  the  power  of  the  visual  entertain- 
ment media,  the  Pope  visited  MCA  Chairman  Lew 
Wasserman  and  other  studio  heads  and  stars  in  Univer- 
sal City  last  September.  Said  the  Pope  to  Wasserman, 
Heston,  Bob  Hope  and  hundreds  of  other  entertain- 
ment bigwigs:  "Humanity  is  profoundly  influenced  by 
what  you  do  .  .  .  your  smallest  decisions  can  have  glob- 
al impact  .  .  .  the  media  of  popular  culture  which  you 
represent  can  build  or  destroy,  uplift  or  cast  down." 

Strange  that  while  actor  Ronald  Reagan  recognized 
the  facts  early  on,  his  own  party  has  been  slower  to 
pick  up  the  cue  than  the  rival  left. — A.D.F. 
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Pope  John  Paul  II  at  i  towersal  <  itj  t  alif  last  September 

"Humanity  is  profoundly  influenced  by  what  you  do;  your  smallest  decisions  can  have  global  impact." 
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The  Money  Men 


Are  we  in  a  bear  market?  Yes,  says  John 
Templeton.  But  the  next  bull  market  is 
going  to  beat  any  that  has  gone  before. 
Here's  why  he's  optimistic. 

I       A  talk  with 
John  Templeton 


By  Thomas  Jaf  f  e 


One  prepares  for  a  meeting 
with  renowned  mutual  fund 
manager  John  Marks  Temple- 
ton with  trepidation.  Few  investment 
philosophers  have  earned  the  reputa- 
tion Templeton  has  established  dur- 
ing his  successful  48-year  career. 
Templeton  lives  in  the  Bahamas,  on 
the  grounds  of  the  exclusive  Lyford 
Cay  Club,  a  half  hour's  drive  away 
from  the  crowded  tourist  hub  of  Nas- 
sau. Yet  his  home,  aptly 
named  White  Columns 
for  its  classical  design, 
couldn't  be  less  tropical. 
The  drawing  room 
where  we  spoke  over  tea, 
root  beer  and  cookies 
could  just  as  easily  have 
been  in  New  York  or 
London.  The  Tennessee- 
born  Templeton,  who  is 
a  British  citizen  and  was 
knighted  in  1987,  is  a 
model  of  gentility.  Hav- 
ing recently  turned  75, 
Templeton  is  a  man 
much  at  ease  with  him- 
self. At  a  time  when  so 
many  others  are  dazed 
by  the  events  of  October, 
one  cannot  help  but  be 
struck  by  the  powerful 
case  he  makes  for  a  pros- 
perous future.  Temple- 
ton does  not  see  the 
world  through  rose-col- 
ored glasses.  His  opti- 
mism comes  from  hard- 
headed  observation  and 
sound  thinking.  Equally 
important,  the  opti- 
mism is  a  product  of  his 


faith,  a  faith  in  himself  based  on  a 
firm  belief  in  God  and  in  mankind's 
potential  to  better  itself. 

Forbes:  You  are  on  record  as  predicting  a 
bull  market  that  will  make  the  recently 
deceased  one  look  modest.  How  can  you 
be  so  optimistic,  what  with  all  the  world's 
problems? 

Templeton:  I  don't  think  there  are  any 
more  problems  today  than  there  were 
in  any  of  the  48  years  since  I  became 
an  investment  counselor  in  1940. 


But  ivhat  makes  you  think  we  can  contin- 
ue to  overcome  them? 
The  world  is  now  spending  about  $1 
billion  every  business  day  on  scientif- 
ic research.  Half  of  all  the  scientists 
who  ever  lived  are  alive  today.  Doc- 
tors at  the  beginning  of  this  century 
had  only  one-tenth  the  knowledge 
that  medicine  now  has.  The  average 
life  span  is  now  two  times  as  great  as 
two  centuries  ago. 

Or  you  can  see  it  in  productivity. 
Two  centuries  ago  85%  of  the  world's 
people  were  needed  just  to  produce 
enough  food.  Now,  in  America,  fewer 
than  4%  are  producing  food,  yet  they 
produce  such  a  surplus  that  they  don't 
know  what  to  do  with  it.  That's  going 
on  in  other  nations,  too. 

The  scientific  research  results  in 
greater  production,  better  quality, 
lower  costs,  greater  variety.  In  my 
lifetime  the  world  standard  of  living 
has  quadrupled — after  accounting  for 
inflation.  That's  the  first  time  in  any 
life  history  that  the  standard  of  living 
has  quadrupled.  Our  studies  indicate 
that  the  standard  of  living  is  going  to 
quadruple  again  in  the  next  40  years, 
instead  of  the  next  70  years. 

We  are  living  in  the  most  glorious 
period  of  world  history.  We  are  look- 
ing ahead  toward  an  extraordinary  pe- 
riod of  long-range  prosperity. 

The  sales  volume  of  corporations 
will  go  up.  If  you  look  over  our  whole 
business  cycle,  the  profits  of  corpora- 
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30  years  will  be  easier  than  the  last  30  years  for  the  investor.' 
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tions  usually  stay  fairly  much  in  line 
with  sales  volume. 

What  about  inflation?  You  have  said  you 
expect  to  see  the  cost  of  living  double 
every  ten  years. 

I'm  basing  that  on  the  politics  that  go 
on  in  America  and  in  most  other  na- 
tions. It's  so  much  easier  to  overspend 
than  to  underspend.  Almost  every  na- 
tion in  the  world  has  a  budget  deficit. 
Those  deficits  do  result  in  more  mon- 
ey outstanding.  Politically,  that's 
what  the  people  want.  They  want  the 
government  to  do  something  every 
time  there's  even  a  hint  of  deflation. 
So  I  don't  think  we'll  ever  see  a  year  in 
your  lifetime  or  mine  when  you  can 
say  it  costs  less  to  live  today  than  it 
did  a  year  ago.  Now  that's  new.  If  you 
don't  have  any  years  of  deflation,  and 
occasionally  you  do  have  more  infla- 
tion than  people  want,  then  it  aver- 
ages out  to  a  doubling  every  ten  years, 
which  is  the  same  thing  as  saying  an 
average  of  7%  a  year  inflation. 

Let's  talk'  about  the  effect  of  all  this  on  the 
stock  market 

You've  heard  of  a  shortage  of  oil  or  a 
shortage  of  gold,  but  America  has  nev- 
er really  had  a  shortage  of  shares  |but 
this  is  changingj.  The  reason  price/ 
earnings  ratios  have  gone  twice  as 
high  in  Japan  as  anybody  ever  thought 
possible  is  a  shortage  of  shares  In 
America,  unlike  Japan,  we  now  have 
an  actual  shrinking  supply  of  shares. 
Because  of  leveraged  buyouts,  acquisi- 
tions and  companies  buying  in  their 
own  shares,  there  has  been  a  net 
shrinkage  of  roughly  $80  billion  of 
shares  a  year  in  America  since  1984. 
The  total  quantity  of  shares  in  Ameri- 
ca is  now  about  one-eighth  less  than  it 
was  four  years  ago. 

With  the  shrinkage  of  shares, 
what's  going  to  happen  when  the  huge 
amounts  of  cash  try  to  buy  shau  3? 
Why  do  I  say  huge  amounts  of  cash? 
Well,  for  one  thing,  the  cash  in  the 
hands  of  the  public  is  at  an  alltime 
high.  Then  there's  the  cash  in  the 
hands  of  foreigners  who  buy  Ameri- 
can shares.  Take  pension  funds.  Total 
money  in  American  pension  funds 
now  is  greater  than  the  total  value  ot 
all  American  common  stocks. 

American  shares  have  historically 
sold  tor  about  14  times  earnings — 
ranging  from  50%  more  than  that  to 
50%  less  than  th.it  -and  normally  at 
about  70%  of  hook  value.  But  those 
re  based  on  periods  when  you 
didn't  have  a  shortage  ot  shares  or 


surplus  of  cash.  It's  possible,  there- 
fore, as  the  market  cycles  go  by,  that 
you  may  see  higher  prices  paid  for  the 
same  quantity  of  earnings. 

In  all,  the  next  30  years  will  be 
easier  than  the  last  30  years  for  the 
investor. 

How  about  real  estate  as  an  investment? 
American  real  estate  on  average  is 
worth  about  five  times  what  it  was  20 
years  ago.  Whereas  American  com- 
mon stocks,  in  terms  of  the  Dow 
Jones  average,  have  less  than  doubled. 
So  for  the  last  20  years  you  would 
have  made  more  money  in  real  estate 
than  in  stocks  in  America.  That's  why 
we're  not  advising  people  to  buy  real 
estate.  It's  already  gone  up. 

And  gold? 

Twenty  years  ago  it  was  $35  an  ounce. 
Now  it's  almost  $500.  So  gold  is  up  14 
times  in  20  years.  Gold  will  eventual- 
ly sell  even  higher  than  it  does,  but 
it's  already  14  times  its  previous 
price,  so  today  it's  no  great  bargain. 

Then   you  favor  stocks  because  they've 

lagged 

Exactly. 

American  stocks? 

At  present  we  have  two-thirds  of  our 
assets  in  America.  But  that's  tempo- 
rary. Five  or  ten  years  down  the  road  it 
may  be  different. 

W/xit  arc  you  looking  at  in  particular 
these  days' 

Emerging  growth  stocks  are  very 
cheap.  They  reached  their  peak  of 
popularity  in  July  1983.  They've  gone 
down  so  far  now  that,  again,  you  can't 
say  they've  reached  bottom,  but 
they're  about  as  low  as  they've  ever 
been  in  relation  to  all  other  stocks. 

The  only  time  I  can  remember 
|when  emerging  growth  stocks  were 
cheaper]  was  in  1974.  We  are  now 
buying  a  lot  of  those,  but  they  hadn't 
begun  to  look  like  outstanding  bar- 
gains until  |ust  recently. 

let's  take  some  of  your  biggest  holdings  in 
the  Tempteton  drouth  Fund  You  have 

lots  of  Barclays  Hank  I'U    <  I  K)  and  Mer 
nil  Lynch 

Barclays  had  a  lot. of  loans  that  went 
bad,  but  they've  charged  off  most  of 
them.  You  can  now  buy  Barclays  be- 
low asset  value,  for  five  times  current 
earnings,  and  for  only  about  three 
times  what  it  will  earn  five  years 
ahead.  In  the  long  run  it  will  be  worth 
several  times  its  price. 

Merrill  we  think  of  as  a  bank  as 
well  as  a  brokerage,  because  it  has 
these    cash    management    accounts. 


More  and  more  people  leave  their 
checking  accounts  with  Merrill  in- 
stead of  the  bank.  But  the  most  inter- 
esting feature  about  Merrill  is  that  up 
until  November  they  were  the 
world's  largest  manager  of  mutual 
funds — Fidelity  leapt  ahead  of  them — 
managing  about  $80  billion  that 
doesn't  appear  on  the  balance  sheet  at 
all.  That's  a  huge  earning  power.  The 
stock  is  selling  lower  than  its  stated 
book  value,  and  that  book  doesn't  in- 
clude these  mutual  fund  contracts. 

Among  insurers,  you're  big  in  Aetna, 
Cigna,  Kemper,  Travelers  and  Progressive 
Corp.  But  many  money  managers  are 
steering  clear  of  the  industry. 
That's  the  type  of  stock  you  buy,  one 
that  others  are  neglecting  or  don't 
want.  For  a  year  or  two,  and  right  after 
the  period  of  rising  interest  rates,  they 
are  interest-rate-sensitive.  But  you 
don't  always  have  rising  interest 
rates.  Those  companies  adjust  their 
portfolios  over  time  to  offset  that. 

The  other  reason  people  have 
stayed  away  from  life  insurance 
stocks  is  the  fear  of  AIDS.  We've  done 
a  lot  of  study,  and  we  calculate  that  at 
the  very  worst  AIDS  is  not  going  to 
reduce  life  expectancy.  And  life  ex- 
pectancy has  been  going  up.  At  the 
worst,  AIDS  might  make  it  level  out 
Life  insurers  price-set  policies  based 
on  history,  not  on  what  life  expectan- 
cy may  be  in  the  future.  So  the  life 
companies  will  still  earn  a  good  profit, 
even  if  life  expectancy  stops  rising. 

You  also  own  aluminum  stocks,  such  as 
Mean  and  Reynolds. 
We  bought  them  when  they  were 
cheap,  when  the  price  of  aluminum 
was  going  down.  Now  the  price  of 
aluminum  is  starting  to  rise,  and  they 
did  recover  nicely,  until  October. 

Periodically  the  industry  gets  over- 
built. Prices  go  down,  and  so  do  earn- 
ings. Then  they  stop  building,  and 
after  a  few  years  the  price  of  alumi- 
num starts  to  rise  and  so  do  profits. 
We  think  that's  already  begun  in  the 
current  cycle.  Aluminum  may  go  over 
$1  a  pound.  If  it  does  those  companies 
can  have  very  high  earnings. 

Recently  I  read  an  article  tlxit  asked 
whether,  in  the  wake  of  the  crash,  the 
trend  /<  >u  ard global  mi  estmg  it  as  kaput 
Global  investing  in  America  is  still  in 
its  early  stages.  There  are  only  about 
100  major  investors  that  have  as 
much  as  $100  million  outside  Ameri- 
ca. That's  tiny  compared  with  our  to- 
tal holdings.  Right  now,  America 
makes  up  about  36%  of  all  the  stocks 
in  the  world.  So  if  you  were  going  to 
weight  everything  equally,  you  would 
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have  64%  of  your  assets  outside 
America.  Within  a  few  market  cycles, 
Americans  probably  will  have  30% 
outside  America,  as  compared  with 
maybe  3%  or  4%  now. 

If  you  want  to  get  the  best  values, 
you  shouldn't  limit  yourself  to  one 
nation.  The  basic  principle  is  to  diver- 
sify. (See  story  p.  114) 

Trouble  is,  most  of  us  don't  have  your 
experience  at  this. 

No  one  should  go  outside  their  own 
country  unless  they  know  what 
they're  doing. 

You  sold  Japanese  stocks  too  soon. 
No  security  analyst  is  ever  going  to  be 
right  more  than  two-thirds  of  the 
time.  So  we  have  been  wrong 
one-third  of  the  time  in  all  the 
decisions  we  made,  and  will  be 
in  the  future.  One  of  the  things 
we  were  wrong  about  is  we 
didn't  foresee  the  attitudes  of 
the  Japanese  toward  share 
prices.  We  assumed  they  would 
apply  the  same  logic  to  share 
prices  that  other  people  do.  The 
net  result  was  that  we  got  out, 
gradually  over  a  period  of  two  or 
three  years,  too  soon. 

The  Japanese  look  at  their 
shares  the  way  ladies  would 
look  at  diamonds.  It's  very  hard 
to  say  what  the  value  of  a  dia- 
mond is.  Its  price  is  determined 
by  how  many  buyers  and  sellers 
there  are.  As  long  as  the  De 
Beers  syndicate  can  maintain  a 
limited  supply,  the  prices  keep 
on  going  up  because  there  are  a 
lot  of  ladies  who  want  to  wear 
diamonds.  Why?  Because  it  tells  John 
other  ladies  they've  got  lots  of  "We 
money.  Not  because  they're  all 


were  bargains  then,  and  they  don't 
know  they're  too  high  now. 

Most  Westerners  expect  the  Tokyo  market 
to  crash,  but  it  Just  doesn  't  Ixippen. 
We  Westerners  just  can't  believe  they 
won't  come  around  to  seeing  things 
our  way.  What  we're  missing  is  the 
thought  process.  That's  the  reason  I 
got  out  too  soon. 

And  if  the  Japanese  do  change? 
If  the  Japanese  started  to  compare  val- 
ues, they  would  get  out  of  those  Japa- 
nese stocks  and  buy  ours.  Take  the 
example  of  Westpac  Banking,  a  good 
Australian  banking  company,  listed 
in  Tokyo,  selling  for  less  than  6  times 
earnings  and  for  less  than  book  value. 
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are  buying,  but  we  aren't  rushing  in. 


the  share  prices  are  depressed  by  prob- 
lems, provided  you  think  they're  tem- 
porary. So  with  that  introduction,  we 
like  Canada,  Australia,  Hong  Kong, 
the  U.K.  and  the  Netherlands. 

You've  said  you  were  buying  the  day  of 
the  crash  Is  that  still  true? 
We  are  buying,  but  we  aren't  rushing 
in.  We  had  about  $1  billion  of  cash 
reserves,  and  so  far  we  have  invested 
only  about  one-quarter  of  them. 

Are  we  now  in  a  bona  fide  bear  market? 
Oh,  yes.  Throughout  history  there 
have  been  bear  markets  about  twice 
every  ten  years.  Everybody  knew  we 
were  going  to  have  a  bear  market,  we 
just  didn't  know  when.  Now  that 
we're  in  one,  we  don't  know 
when  it's  going  to  end.  Never 
have  been  able  to  do  that  kind  of 
predicting.  But  we  know  it  will 
end,  and  that  it  will  be  succeed- 
ed by  a  bull  market. 

But  wlxit  happened  back  in  Octo- 
ber was  a  beaut — unprecedented 
in  many  ways. 

It  was  a  panic  all  right,  the 
greatest  financial  panic  in  histo- 
ry. But  I  don't  think  it's  likely  to 
be  repeated. 

If  there's  any  surprise  to  me 
it's  that  the  bull  market  went 
on  so  long.  In  August,  when  the 
bear  market  was  beginning,  I 
said  we  had  to  expect  a  1,000- 
point  decline  in  the  Dow.  I 
didn't  know  when  it  would 
come.  I  just  thought  that  in  the 
nature  of  things  there  would  be 
a  bear  market  and  that  it  would 
not  be  abnormal  for  it  to  carry 
the  Dow  down  by  about  one- 
third  from  where  it  was  then. 


that  beautiful.  The  Japanese  have  de- 
veloped a  similar  attitude  toward 
shares.  Why  would  anybody  buy  a 
share  in  Nippon  Telegraph  &.  Tele- 
phone? Not  because  it's  worth  220 
times  earnings.  So  you  can  tell  your 
neighbors,  'I  own  a  share  of  NTT.' 

Sort  of  like  keeping  up  with  the  Joneses. 
Right.  Without  any  thought  of  what 
it's  worth. 

Our  big  buying  in  Japan  was  20 
years  ago.  We  were  able  to  buy  incred- 
ible bargains,  as  low  as  three  times 
earnings.  We  were  buying  throughout 
the  years  1967  to  1969.  During  that 
period  share  prices  were  going  up,  but 
they  were  still  so  much  cheaper  than 
what  you  could  find  elsewhere.  Well, 
prices  kept  on  going  up.  So  by  1975 
Japanese  stocks  represented  over  50% 
of  our  total  worldwide  assets. 

The    Japanese    didn't    know    they 


Whereas  the  average  Japanese  bank 
stock  is  now  at  75  times  earnings  and 
nine  times  book  value.  If  there  were 
enough  Japanese  thinking  in  terms  of 
value  it  would  be  obvious:  Sell  your 
Japanese  bank  and  buy  a  Westpac. 

It  will  happen.  It's  only  a  question 
of  when. 

I've  never  heard  of  a  Japanese  con- 
trarian. I  think  they  would  be  very 
uncomfortable  out  of  the  main- 
stream. If  the  time  ever  comes  that 
the  consensus  turns  pessimistic,  the 
swing  could  be  as  bad  on  the  down- 
side as  it  has  been  big  on  the  upside. 

What  foreign  markets  do  you  find  attrac- 
tive now? 

If  you  want  to  make  the  most  money, 
don't  find  the  nation  that  has  the  best 
outlook.  Because  if  the  outlook  is  so 
obvious,  share  prices  already  will  re- 
flect this.  Search  for  a  nation  where 


W/yat  will  it  take  to  make  money  in  tlye 
next  bull  market? 

If  you  just  buy  a  diversified  list  of 
stocks  and  sit  with  them  for  four 
years,  you  may  wind  up  with  10  times 
what  you  started  with.  But  if  you  are 
constantly  searching  for  better  bar- 
gains, you  may  wind  up  with  30  times 
what  you  started  with. 

Is  bargain-bunting  more  competitive? 
Very  much  so,  yes.  So  much  more 
than  30  or  40  years  ago.  But  that's 
normal.  Every  profession  is  becoming 
more  competitive,  and  that's  a  good 
thing.  We  all  do  a  better  job.  That's 
why  we're  always  experimenting 
with  new  methods. 

Nice  to  hear  a  75-year-old  who  doesn't 
belittle  the  present,  who's  still  trying  new 
things.  What  new  things  are  you  doing  in 


investment  research? 
One  new  thing  is  that  throughout  the 
history  of  the  Templeton  funds  we 
have  been  right  very  often,  but  some- 
times years  too  soon. 

So  we  now  have  put  into  our  work 
the  idea  that  when  a  stock  becomes  a 


remarkably  good  value  we  don't  say, 
'Well,  let's  start  buying  it  immediate- 
ly.' We'll  put  it  on  a  watch  list,  and 
when  it  begins  to  show  that  other 
people  are  taking  an  interest  in  it, 
then  we'll  buy  it.  In  other  words, 
we've  introduced  a  way  to  be  patient 


and  not  to  rush  in  just  because  a 
stock's  a  real  bargain. 

Your  way  of  improving  your  own  pro- 
ductivity, of  staying  with  what  is  happen- 
ing in  the  rest  of  the  world. 
Yes.  ■ 


U.S.  immigration  law  was  an  unworkable 
travesty.  Congress'  wonderful  solution:  A 
new  law  that  is  even  worse. 


"Papers,  please." 
"Hey,  no  problem." 


By  Hesh  Kestin 


Consistency  is  all:  A  year  ago 
the  U.S.  was  stuck  with  an  im- 
migration policy  that  didn't 
work,  so  Congress  passed  a  new  law 
that  guarantees  worse.  How?  By  forc- 
ing businesses  to  request  documenta- 
ry evidence  of  each  new  employee's 
U.S.  citizenship  or  right-to-be-hcrc, 
Congress  figured  it  was  doing  what  it 
likes  doing  best:  passing  the  costs  and 
responsibility  to  private  business.  It 
never  seemed  to  occur  to  the  legisla- 


tors that  the  manufacture  of  such 
simple  documents  as  Social  Security 
cards  was  not  necessarily  a  govern- 
ment monopoly. 

In  Los  Angeles,  for  example,  home 
to  a  million  or  more  of  the  6  million- 
plus  illegals  living  and  working  in  this 
country,  document  vending  is  a  pro- 
fession: the  street  price  of  a  forged 
Social  Security  card  is  $25.  That  and  a 
driver's  license  is  enough  to  satisfy 
the  documentation  requirements  of 
the  Immigration  Reform  and  Control 
Act  of  1986.  The  driver's  license  is 


Aliens  captured  in  a  Border  Patrol  raid  on  a  San  Diego  safe  bouse 

"Well  have  a  million  people  looking  for  passable  documents. 
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even  easier.  A  state-issued  license  is 
normally  available  to  anyone  who  can 
provide  a  birth  certificate — whether 
from  Mexico,  El  Salvador  or  the 
moon — and  can  pass  the  test. 

The  employer  is  not — repeat  not — 
required  to  ascertain  whether  the  pa- 
pers are  valid,  real  or  legal.  The  1-9 
form  he  is  required  to  fill  out  is  a 
statement  that  he  has  seen  the  papers, 
nothing  more. 

What  is  going  to  be  even  more  sur- 
real is  discovering  fraud:  There  are 
only  800  investigators  assigned  to 
check  out  68  million  new  hires  each 
year.  "If  a  million  people  keep  enter- 
ing illegally,"  says  one  INS  investiga- 
tor, "we'll  have  a  million  people  look- 
ing for  passable  documents.  The  rest 
will  be  history." 

Because  the  legislation  applies  only 
to  new  hires,  and  since  the  INS  began 
checking  workplaces  in  search  of  vio- 
lations only  in  July,  neither  the  INS 
nor  the  Justice  Department  says  it  has 
found  dramatic  evidence  of  fraud.  So 
far.  But  just  wait. 

The  law  provided  a  sop  to  those 
who  object  to  control  of  illegal  immi- 
grants. It  offers  amnesty  to  an  esti- 
mated 6  million  illegals  already  here, 
2  million  of  whom  are  expected  to 
apply.  Those  in  the  country  since  be- 
fore 1982  or,  in  the  case  of  agricultural 
workers  who  worked  for  at  least  90 
days  in  1985-86,  are  permitted  to  start 
the  citizenship  process. 

Nice.  But  this  section  of  the  1986 
law  also  depends  on  bits  of  paper.  In 
Florida  the  Immigration  Service  has 
discovered  that  almost  half  of  some 
42,000  farm-worker  applications 
seem  to  be  based  on  fraud.  It  may  be  as 
bad  in  California,  where  farm  contrac- 
tors willingly  write  out  the  required 
certificates  vouching  for  90  days  of 
employment.  Price:  $600  a  throw. 

To  claim  amnesty,  nonagricultural 
workers  must  now  show  proof  of  the 
very  same  long-term  residency  they 
have  been  concealing  for  years.  The 
INS  is  not  asking  for  anything  more,  ' 
in  many  cases,  than  rent  receipts.  But 
the  million-plus  applications  that 
have  already  come  in  are  being 
checked  by  a  1,000-person  staff — no 
wonder  well  over  90%  are  being  ap- 
proved. Applicants  who  are  being  de- 
nied amnesty  are  usually  so  artless  as 
to  have  presented  rent  receipts  where 


FORBES,  JANUARY  25,  1988 


the  serial  numbers  for  each  month 
remain  in  sequence.  Just  before  the 
law  came  into  effect  a  self-styled  "im- 
migration consultant"  in  Chula  Vista, 
Calif,  was  caught  charging  $1,300  for 
a  set  of  back-dated  rent  receipts. 

Across  the  country  illegals  now 
make  up  an  estimated  6%  of  the  full- 
time  U.S.  work  force;  in  places  like 
Los  Angeles,  illegals  may  represent 
20%  or  more.  They  tend  to  do  work 
that  U.S.  citizens  shun.  Once  legal- 
ized, they  will  almost  certainly  look 
for  better-paying  jobs.  Who  will  do  the 
grunt  work  then?  Will  blue-collar  Los 
Angeles  simply  close  down?  Of 
course  not.  Unrestrained  by  a  fence- 
less border,  tempted  by  wages  that  are 
lavish  by  Mexican  standards,  new 
hundreds  of  thousands  will  press 
northward. 

For  the  5%  of  illegal  immigrants 
who  cross  the  Mexican  border  but 
who  are  not  Mexicans,  finding  con- 
vincing documents  and  getting  to 
U.S.  cities  is  a  lot  more  expensive.  But 
not,  mind  you,  all  that  difficult.  After 
all,  Pakistanis  are  not  simply  tossed 
back  to  Tijuana — they're  kicked  clear 
back  to  Karachi,  so  their  documents 
have  to  be  the  best.  The  new  Ellis 
Island  remains  the  Mexican  border, 
however,  and  different  nationalities 
pay  different  prices  to  cross  it  and  get 
themselves  delivered  inland. 

Excluding  transportation  but  in- 
cluding basic  documentation,  Central 
Americans,  for  example,  pay  $600  to 
people-smugglers;  South  Americans, 
$1,000;  Indians,  Pakistanis  and  Ban- 
gladeshis, $1,500 — if  they  want  to  go 
first  class,  through  New  York,  the 
package  (documents  plus  smugglers' 
fees)  is  $4,000;  Koreans  and  Filipinos, 
$4,000  to  $5,000;  Yugoslavs,  Portu- 
guese and  Poles,  about  the  same. 

It  is  the  Chinese  who  really  pay. 
Typically  a  Taiwanese  will  spend 
$20,000— more  for  those  from  Hong 
Kong  and  the  mainland.  That's  why 
Chinese  who  are  picked  up  by  the  INS 
routinely  forfeit  bail.  If  you've  already 
paid  $20,000,  what's  another  $5,000? 
Just  bad  luck.  What's  the  most  a  per- 
son will  pay  for  a  piece  of  paper  that 
calls  him  a  U.S.  citizen?  Unknown, 
but  Chinese  have  been  discovered 
dropping  $70,000  for  a  valid  U.S.  pass- 
port acquired  with  a  bribe. 

Maybe  Congress  should  take  this 
piece  of  advice  from  a  bitter  Border 
Patrol  agent:  "Just  give  $1  million  to 
every  Mexican  governor  and  police 
chief  whose  territory  faces  the  U.S., 
and  deduct  $1  for  every  illegal  that 
gets  across." 

That,  however,  might  be  inconsis- 
tent with  our  immigration  policy:  It 
might  work.  ■ 


SPECIAL  LIMITED-TIME  BONUS  OFFER*: 

Receive  10 

Weeks  of  Value  Line 

for  only  $60 

Value  Line  now  gives  you  the  opportunity  to-Make  Money  on 
Your  Investments  while  Saving  Money  on  Your  Taxes.  Under  this 
special  trial  subscription  you  will  receive  at  no  extra  charge  the 
following: 

Bonus  #1: 

Under  this  special  $60  trial  offer-about  half  the  regular  rate— you 
receive  as  a  bonus— at  no  extra  charge —  the  very  latest  full-page 
reports  on  each  of  the  more  than  1700  stocks  covered  plus  Value 
Line' s  complete  2000-page  Investors  Reference  Service  with  our 
full-page  reports  on  all  stocks  under  review — fully  indexed  for 
your  immediate  reference — to  be  updated  by  new  reports  sent 
weekly. 

Bonus  #2: 

The  72-page  booklet,  "A  Subscriber's  Guide"  which  explains 
how  even  inexperienced  investors  can  apply  thousands  of  hours 
of  professional  research  to  their  own  portfolios  by  focusing  on 
only  two  unequivocal  ratings,  one  for  Timeliness  (Performance 
in  the  next  12  months),  the  other  for  Safety. 

Plus  as  a  Special  Bonus* 

J.K.  Lasser's  1988  Tax  Guide. 


With  your  subscription,  you  will  also  receive  the  1988 
edition  of  J.K.  Lasser's,  Your  Income  Tax  (360  pages) 
covering  the  latest  Tax  Law  changes.  Includes  guidance  on 
tax  planning;  samples  of  1040  forms  and  schedules;  detailed 
explanation  of  the  new  Alternative  Minimum  Tax;  new 
depreciation  rules;  and  more.  Understand  the  new  tax  laws 
when  filing  your  return  this  year.  (Available  while  supplies 
last). 
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Money  Back  Guarantee 

If  you  find  that  The  Value  Line  Investment  Survey  is  not  all  that  you  expected  it  to  be, 
you  may  return  the  material  we  send  you  within  30  days  for  a  full  and  unquestioned 
refund  of  your  fee. 


*F*  CALL  TOLL  FREE  1-800-633-2252 

&2A  (Ext.2686-Dept.616J25)  If  you  have  American  Express,  MasterCard, 
or  Visa.  7  days  a  week,  24  hrs.,  a  day. 
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Portrait  of  the  Great  American  Investor 

You  wouldn't  know  it  to  look  at  him.  But  he 

has  an  investment  plan  that's  working,  even 

though  he's  not. 

U.S.  Savings  Bonds  have  changed.  They  now 

pay  competitive  rates,  like  money  market 

accounts.    Find   out   more,    call   anytime 

1-800-US-BONDS. 


U.S.  SAVINGS  BONDS 

THE  GREAT  AMERICAN  INVESTMENT 


i 


Bonds  held  less  than  five  years  earn  a  lower  rate. 


A  public  service  of  this  publication 
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On  the  Docket 


Trying  to  protect  the  rights  of  car  buyers  seemed  like  a  good  idea 
when  consumer  legislation  started  to  spread  in  the  mid-Seventies. 
But  no  one  stopped  to  consider  .  .  . 


What  makes 
a  lemon? 


By  Deirdre  Fanning 


Traditionally  in  common  law, 
if  someone  bought  a  product 
that  failed  to  function  as  prom- 
ised, he  had  but  one  party  to  gripe  to — 
the  party  that  sold  the  thing  to  him.  In 
1975  Congress  changed  all  that  with 
the  passage  of  a  consumerist-minded 
"federal  warranty  law"  that  gives  ag- 
grieved consumers  rights  against  the 
manufacturers  of  faulty  products,  as 
distinct  from  sellers. 

Thus  began  what  has  now  become  a 
complex  tangle  of  federal  and  state 
laws  involving  the  rights  of  car  own- 
ers of  poorly  made  or  serviced  vehi- 
cles. Consumer  rights  in  the  case  of 
so-called  lemon  automobiles  are  now 
enshrined  not  only  in  a  sub-part  of  the 
1975  federal  warranty  act  but  in  the 
statutes  of  44  states  as  well.  In  various 
ways,  the  state  and  federal  laws  arc  in 
considerable  conflict  and,  predictably 
enough,  the  party  caught  in- 
creasingly in  the  middle  is  the 
consumer. 

At  the  heart  of  the  problem 
is  how  to  resolve  disputes  over 
precisely  what  constitutes  a 
"lemon"  automobile.  Under 
the  lederal  warranty  law,  a  car 
that  K»lls  ott  the  showroom 
floor  and  instantly  starts 
belching  clouds  of  smoke  is 
not  necessarily  a  lemon  at  all. 
in  many  cases  the  car  buyer 
musi  i irst  present  his  com- 
plaint to  an  arbitration  panel, 
usually  run  by  none  other  than 
the  manufacturer  of  the  vehi- 
cle. Sin  h  panels  arc  empow- 
to  compel  the  manufat 
to  refund  the  purchase 
i  to  the  owner,  but  in  prac- 


tice that  almost  never  happens.  In- 
stead, the  typical  adjudication  boils 
down  to,  "Take  it  back  to  the  shop 
one  more  time." 

Because  the  federal  procedure  in  ef- 
fect gives  the  car  companies  so  much 
say  at  the  start  of  a  complaint,  many 
states  have  enacted  lemon  laws  of 
their  own,  with  specific  definitions  of 
just  how  many  times  a  car  needs  to  be 
fixed  for  the  same  malfunction  before 
it  becomes  a  certified  lemon. 

But  car  companies  tend  not  to  apply 
those  laws  in  their  arbitration  pro- 
grams. Instead,  they  advise  their  pan- 
els to  resolve  disputes  the  same  way 
they  always  have.  Says  a  General  Mo- 
tors spokesman,  "We  don't  use  the 
lemon  laws  in  our  arbitration  pro- 
grams. The  program  isn't  designed  to 
be  a  court  system,  and  it  should  not  be 
up  to  arbitrators  to  interpret  laws." 

Thus,  seven  states  and  the  District 
of  Columbia  have  lately  passed  sup- 


plementary legislation  offering  con- 
sumers new  government-managed  ar- 
bitration panels  in  addition  to  the 
company-run  programs.*  "The  prima- 
ry benefit,"  says  Stephen  Mindell,  an 
assistant  attorney  general  in  New 
York,  "is  that  it  provides  an  even 
playing  field  and  a  neutral  forum." 

This  in  turn  has  infuriated  the  car 
companies,  which  argue  that  the  ar- 
rangement unconstitutionally  denies 
them  the  right  to  a  jury  trial.  Thus,  in 
a  case  that  is  likely  to  have  an  impact 
nationwide,  the  Motor  Vehicle  Manu- 
facturers Association  and  the  Auto- 
mobile Importers  of  America  have 
now  jointly  filed  suit  in  both  state  and 
federal  court  in  New  York  challeng- 
ing parts  of  that  state's  program. 

All  of  which  leaves  car  owners  pret- 
ty much  lost  in  the  shuffle.  If  the 
carmakers  prevail  in  their  attack  on 
state  lemon  law  panels,  owners  of 
clunkers  will  once  again  find  them- 
McDonndi  selves  at  the  mercy  of  manu- 
facturers in  deciding  when  a 
car  is  a  lemon. 

But  what  if  the  states  pre- 
vail? In  that  case,  arbitration 
panels  under  the  control  of 
vote-hungry  politicians  will 
undoubtedly  proliferate,  and  it 
will  not  be  long  before  panel- 
ists discover  that  the  surest 
way  to  get  reappointed  is  to 
decide  in  favor  of  consumers, 
no  matter  what  the  facts  of 
each  case.  Not  long  after  that 
carmakers  will  begin  recover- 
ing their  costs  by  raising  stick- 
er prices — and  guess  who  will 
wind  up  paying  the  bill.  ■ 

mnecticui,  Massachusetts,  Montana, 
Veu'York  Texas  Vermont  and  Washington 
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Marketing 
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Why  are  so  many  products  badly  designed? 
Sometimes  the  makers  don *t  know  there's  a 
problem  until  they  are  forced  to  change. 


What's  in 
a  handle? 


By  Toni  Hack 


Corning  Glass  Works'  Pyrex 
measuring  cup  is  a  kitchen 
classic.  Simple,  functional,  vol- 
ume gauge  in  red  on  one  side,  pouring 
lip  on  top,  nice  big  handle.  How  can 
you  improve  something  like  that? 
You  can. 

The  cups  had  not  much  changed 
since  their  introduction  by 
the  Corning,  N.Y.-based 
company  a  half-century 
ago.  Their  handles  were 
somewhat  awkward  and 
made  the  three  sizes  (1-,  2- 
and  4-cup)  hard  to  stack. 
Also,  when  cooks  used 
them  in  microwave  ov- 
ens— a  new  use  for  the 
product — food  tended  to 
boil  over. 

Nobody  complained:  The 
Pyrex  cups  were  in  as  many 
as  80%  of  U.S.  households, 
by  Coming's  reckoning.  A 
change  came  about  almost 
by  accident.  Like  all  com- 
panies today  Corning  was  looking  for 
ways  to  cut  manufacturing  costs  by 
simplifying  products.  Looking  for  a 
new  design,  Coming's  design  crew 
was  inspired  -by  a  development-stage 
saucepan  with  a  handle  that  sagged 
from  the  horizontal  to  the  vertical 
during  a  heat-treating  cycle.  The  de- 
signers noticed  that  it  looked  like  a 
big  measuring  cup,  and  they  realized 
that  an  "open"  handle — i.e.,  one  that 
didn't  attach  to  the  cup  at  both  ends — 
could  make  the  cups  stackable. 

Voila:   Corning  produced  a  2-cup 


prototype  and  made  it  extra  deep  to 
minimize  microwave  boil-over.  Then 
a  group  of  eight  housewives — drawn 
from  a  network  of  more  than  1,000 
Corning  uses  for  product  evalua- 
tions— tried  the  new  version  in  Com- 
ing's test  kitchen.  They  measured  wa- 
ter and  poured  water  and  boiled  water 
in  a  microwave  oven,  and  finally 
made  pudding  in  the  new  cups,  also  in 


Corning 's  new  cup  (top )  and  originals 
Better  handling,  increased  sales. 


a  microwave.  Corning  let  the  group 
grapple  with  seven  different  models  of 
the  cups.  From  these  sessions  the  de- 
signers determined  the  best  bend  for 
the  handle  (a  half-inch  radius),  the 
best  angle  for  it  (slanted  four  degrees 
out  from  the  vertical)  and  the  best 
spot  for  its  thumb  rest  (directly  atop 
the  bend).  Then  Corning  applied  what 
it  had  learned  to  the  1-  and  4-cup 
versions,  making  sure  the  cups  nes- 
tled nicely  inside  one  another. 

Best  of  all  was  the  retail  result: 
Sales  increased  150%. 

Welcome  to  "human  engineering," 
a.k.a.  "ergonomics,"  in  ordinary  En- 
glish the  art  of  designing  products  so 
they  are  easier  to  use.  It  is  also  the 
science  of  analyzing  the  way  people 
use  products — their  physical  capaci- 
ties, habits,  preferences  and  quirks. 

Aren't  such  things  always  consid- 
ered in  developing  new  products?  In 
fact  they  are  often  ignored.  Ever  try  to 
cradle  one  of  those  sleek,  great-look- 
ing new  telephones  on  your  shoulder, 
only  to  have  it  slip  off?  The  newest 
generation  of  telephones  is  notorious 
for  its  poor  ergonomics.  Likewise,  ste- 
reo components  with  indecipherable 
knobs,  buttons  and  gauges,  and  office 
chairs  with  great  looks  but  little  lum- 
bar support  for  aching  backs. 

Human  engineering  as  a  science 
rather  than  as  intuition  got  its  start 
during  World  War  II,  when  new  equip- 
ment like  jet  aircraft  "often  gave  the 
operator  many  more  things 
to  do  than  he  had  time  in 
which  to  do  them,"  says  St. 
Louis-based  designer  Rob- 
ert P.  Meyer.  "Good  design 
became  a  critical  factor  to 
efficient  training,  operation 
and  safety."  Since  then,  en- 
gineers have  amassed  vol- 
umes about  human  dimen- 
sions, shape,  strength,  hear- 
ing, vision  and  the  like. 
Until  recently,  all  this  was 
used  mostly  for  complex 
military  and  aerospace  ap- 
plications. Designers  fig- 
ured that  simple  common 
sense,  not  sophisticated 
study,  sufficed  for  consumer  products. 
At  Corning,  though,  they  did  not 
indulge  in  change  just  for  change's 
sake.  The  red  letters  are  still  on  the 
side.  Corning  found  that  the  red  let- 
ters stand  out  best  and  that  consum- 
ers associate  that  color  with  the  Pyrex 
product. 

Another  note:  Coming's  tests  re- 
vealed almost  immediately  that  it  had 
a  hit.  As  one  tester  put  it:  "What's 
funny  is  we've  all  been  using  a  Pyrex 
measuring  cup  for  the  last  20  years 
and  didn't  know  we  didn't  like  it."  ■ 
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We  start  out  innocently  enough.  But 
all  too  soon,  we  start  having  to  conform 
to  the  tyrannies  of  chairs  that  don't 
conform  to  us. 

High  chairs.  School  chairs.  Office 
chairs  that  reflect  a  concern  for  our 
status  at  the  expense  of  our  stature. 

Unfortunately  for  our  bodies,  you 
can't  judge  an  office  chair's  conformance 
by  its  appearance.  You  have  to  undress 
it,  check  how  it's  built. 

Do  this,  and  you'll  discover  that  one 
chair  stands  apart. 

It  features  a  one  piece  inner  shell, 
for  example,  that's  flexible  in  some 
places,  inflexible  in  others. 

How  do  you  make  a  shell  like  this? 
Nothing  to  it.  You  simply  instruct  your 
engineers  to  invent  a  new  technology. 

Then  you  ask  them  to  invent  another 
that  marries  this  shell  to  the  internal 
mechanism  in  a  way  that  gives  support 
and  freedom  of  movement. 


Because  the  human  body  needs  to  be 
hugged  and  allowed  to  wiggle. 

Then  you  ask  them  to  invent  a  tech- 
nology that  bonds  foam  to  fabric  in 
a  way  that  allows  the  chair  to  "breathe." 

And  to  invent  a  low  profile  base 
that  can  accommodate  a  greater-than- 
ever  height  adjustment  range  without 
looking  bulky. 

Then  you  ask  for  snap- on  casters 
and  glides,  replaceable  cushions  and 
changeable  arms. 

And  before  you  know  it,  you've  cre- 
ated a  whole  new  kind  of  office  chair 
that  doesn't  look  like  a  whole  new  kind 
of  office  chair... until  it's  naked. 

Sensor,"  from 
designer  Wolfgang 
Miieller-Deisig 
and  the  inventive 
engineers  and 
designers  of 
Steelcase. 


The  Office  Environment  Company 


For  more  information ,  call  l-8(X)-447-4700 


Science  &  Technology 


Edited  by  Gary  Slutsker 


The  compact  disk  is  more  than  consumer 
electronics.  It's  a  potent  tool  for  making 
electronic  information  easily  accessible. 


Search  me 


It's  midnight  in  New  York,  and  on 
the  18th  floor  of  the  World  Financial 
Center,  Shearson  Lehman  Brothers 
analyst  Jana  Vandiver  is  wrapping  up 
a  project:  a  report  on  paper  and  forest 


products  companies,  comparing  them 
by  12  variables  including  sales,  earn- 
ings, debt-to-equity,  cash,  market  val- 
ue and  price/earnings  ratios. 
Until  recently,  getting  that  infor- 


mation would  have  meant  hours  in 
front  of  a  teleprinter  terminal  dialing 
half  a  dozen  electronic  databases  and 
then  typing  up  a  report.  Now  Van- 
diver  goes  to  her  personal  computer, 
types  in  an  industry  code  and  instan- 
taneously searches  information  on 
more  than  15,000  companies  stored 
on  a  nearby  compact  disk  loaded  with 
eight  financial  databases.  Ten  min- 
utes later  she  has  a  neatly  printed 
report. 

The  compact  disk — which  means 
better  sound  and  more  convenience  to 
most  consumers — is  also  turning  out 
to  be  quite  a  versatile  information 
tool.  The  same  43/4-inch  diameter  sil- 
ver disk  that  delivers  flawless  sound 
to  your  stereo  system  is  a  spectacular- 
ly powerful  medium  for  storing  data 
on  personal  computers  equipped  to 
read  such  data. 

One  disk  can  hold  600  million  bytes 
of  data,  enough  capacity  to  hold,  say, 
the  10  million  addresses  and  phone 
numbers  in  all  the  Nynex  white-page 
telephone  directories.  Although  many 
of  the  most  widely  used  databases, 
such  as  Mead  Data  Corp.'s  Nexis  and 
Lexis  services,  are  too  big  to  be  con- 
tained on  a  single  disk,  personal  com- 
puter networks  can  solve  the  problem 


ick  haui  I 


1Ma  <•!  turns  Development  Corp 

~?vm  a  list  of  poisons  and  their  antidotes  to  a  complete  law  library  on  every  lawyer's  credenza. 
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by  operating  up  to  16  compact  disk 
drives  simultaneously. 

At  the  end  of  1987  there  were  only 
30,000  compact  disk  read-only  mem- 
ory drives  in  use  around  the  country, 
but  80,000  more  are  expected  to  be 
bought  this  year.  By  1990,  analysts 
expect  computer  compact  disks  to  ac- 
count for  $300  million  in  sales,  chang- 
ing the  economics  of  what  is  already  a 
$4  billion  business  in  electronic  data- 
base publishing  of  all  sorts. 

Conventional  database  systems,  in 
which  subscribers  dial  a  remote  com- 
puter by  means  of  a  modem,  can  run 
up  enormous,  multimillion-dollar  an- 
nual expenses  for  customers.  But  data 
processing  by  means  of  compact  disks 
can  sometimes  be  more  economical. 
Once  you  pay  the  flat  fee  subscription 
of  anywhere  from  $99  to  $75,000  or  so 
to  get  the  compact  disk,  you  can 
search  it  to  your  heart's  content  at  no 
extra  charge. 

Limitation:  These  are  read-only 
memory  drives;  once  a  compact  disk 
is  programmed  with  information,  you 
cannot  add  or  delete  anything. 

So  how  are  the  data  on  a  disk  kept 
up  to  date?  Lotus  Development  Corp., 
which  sells  One  Source,  a  compact 
disk  financial  database,   sends   sub- 


scribers a  new  disk  weekly,  and  then 
downloads  updates  nightly  to  a  con- 
ventional computer  disk.  Other  out- 
fits update  monthly  or  quarterly.  In- 
formation Access  Co.  charges  $4,500 
a  year  for  a  compact  disk  version  of  its 
national  magazine  index  that  gets  up- 
dated once  a  month. 

For  the  most  part,  on-line  database 
companies  are  just  starting  to  experi- 
ment with  putting  data  on  compact 
disks.  Mead  acquired  Micromedex 
Inc.,  a  Denver  medical  database  pub- 
lisher, which  sells  Poisindex,  a  com- 
pact disk  listing  of  half  a  million  toxic 
substances  and  their  antidotes.  West 
Publishing,  the  St.  Paul,  Minn,  pub- 
lisher of  law  books,  is  working  with 
Wang  Labs  on  a  sophisticated  com- 
pact disk  product  line  that  could  put  a 
complete  law  library  on  every 
lawyer's  credenza  through  an  IBM 
compatible. 

Compact  disks  represent  the  first 
major  technical  challenge  to  the  lu- 
crative on-line  data  market.  "A  prob- 
lem with  on-line  systems  is  that,  if 
you  don't  know  all  the  nuances  of 
how  the  words  play  with  each  other  in 
context,  you  may  be  missing  some 
things,"  admits  Charles  Shapiro,  a 
manager  at  Westlaw  and  one  of  the 


chief  developers  of  Lexis. 

Compact  disks  are  not  only  cheaper 
and  faster,  but  they  can  be  searched  by 
untrained  users.  On-line  systems  are 
random  collections  of  data  that  can  be 
addressed  only  by  searching,  but  com- 
pact disks  can  be  packaged  more  like 
books.  That  means  giving  readers  the 
kinds  of  tools  that  book  publishers 
typically  provide:  things  like  indexes 
and  chapter  headings. 

So  far,  the  biggest  player  in  terms  of 
revenue  in  the  new  compact  disk 
game  is  Lotus  Development  Corp., 
the  $400  million  (estimated  1987 
sales)  1-2-3  software  maker.  Lotus 
came  up  with  a  way  to  let  its  spread- 
sheet users  access  databases  directly 
from  1-2-3.  "The  information  is  in  a 
form  we  can  use,"  says  Jude  Gartland, 
senior  vice  president  at  Shearson. 

Lotus  sees  a  big  chance  to  beat  the 
on-line  companies  at  their  own  game 
and  earn  an  annuity  for  itself  at  the 
same  time.  "We  want  to  be  the  num- 
ber one  producer  of  corporate  data  and 
business  information  on  compact 
disk,"  says  Donald  McLagan,  general 
manager  of  Lotus'  information  ser- 
vices division. 

Eventually,  with  broadening  de- 
mand and  evolving  technology,  com- 


A  sampler  of  compact  disks  g 


Want  a  comprehensive  listing 
of  every  postal  address  in 
Great  Britain  for  your  own  person- 
al computer  library?  The  Post  Of- 
fice in  London  will  gladly  ship  you 
one  on  a  compact  disk  for  $4,900, 
paid  in  pounds  sterling.  When  or- 
dering, make  sure  to  specify  what 
kind  of  computer  you  have,  since 
the  software  needed  to  access  com- 
pact disk  data  varies  from  machine 
to  machine. 

At  the  moment,  only  about  250 
titles  are  available  on  compact  disk 
worldwide,  but  by  1989  there  will 
likely  be  five  times  as  many.  Per- 
sonal computer  makers  from  Ap- 
ple to  Hewlett-Packard  are  design- 
ing compact  disk  drives  into  their 
machines,  some  for  as  little  as 
$800  each. 

Many  of  the  current  crop  of  titles 
are  compact  disk  versions  of  refer- 
ence books-  like  Bowker  Electronic  Publishing's  $895 
Books  in  Print  Plus  disk  or  Bell  &  Howell's  Chrysler,  GM 
and  Honda  parts  catalog  disks. 

Not  every  title  takes  full  advantage  of  the  compact 
disk's  ability  to  store  graphic  and  audio  information. 
For  example,  Grolier  Inc.'s  Academic  American  Encyclo- 
pedia contains  none  of  the  paper  version's  illustrations 
or  photographs.  Hence,  the  $299  compact  disk  sells  for 


for  your  personal  computer 


less  than  the  $479.50  original. 

One  of  the  more  exciting  new 
applications  of  compact  disk  tech- 
nology is  a  series  of  geographic  da- 
tabases sold  by  an  Atlanta  startup 
called  Geovision.  Pop  a  Geodisk 
into  your  personal  computer,  and 
you  can  create  maps  with  as  much 
detail  as  you  want.  Want  to  find 
the  best  car  route  from  San  Francis- 
co to  Stockton?  Geovision  can  tell 
you.  For  $990  you  can  buy  a  Geo- 
disk U.S.  Atlas  disk  and  software 
to  create  maps  from  the  database  of 
1  million  proper  place  names, 
which  includes  not  just  towns  and 
villages  but  even  cemeteries  and 
shopping  malls. 

Chrysler  is  testing  Geovision- 
based  navigation  systems  for  dash- 
boards of  high-end  cars,  but  com- 
mercial development  is  at  least 
three  years  away.  AT&T  is  testing 
a  Geovision  disk  to  help  it  decide  where  to  lay  fiber- 
optic cable.  And  the  U.S.  Geological  Survey  office  in 
Atlanta  is  using  another  Geovision  disk  as  an  aid  in 
water  resource  management.  "In  the  past  the  only  way 
to  do  this  was  with  a  minicomputer,  tape  drives  and 
about  15  reels  of  magnetic  tape,"  says  Geovision 
founder  Kenneth  Shain.  "This  is  like  having  simulta- 
neous access  to  all  15  reels  of  tape." — G.S. 
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As  many  color  photographic  prints  as  Kodak  produces  each 

year,  the  number  pales  by  comparison  with  the  number 

of  printed  pages  made  with  Kodak  materials,  on  Kodak  systems. 

Hundreds  of  newspapers  and  magazines  around  the 
world  are  written  and  designed  on  computer-based  publishing 
systems  from  Atex,  Inc.,  a  Kodak  company. 

Then  type  arrives  on  Kodak  paper.  Color  photos  are 
edited  and  separated  on  an  all-digital  electronic  system  from 
Eikonix  Corporation,  another  Kodak  company. 

Each  page  is  then  reproduced  onto  Kodak  film,  proofed 
on  Kodak  materials,  and  printed  with  Kodak  plates.  Even 
personalized  subscription  mailings  are  printed  with  an  ink-jet 
system  from  Diconix  Incorporated,  a  Kodak  company. 

just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


1  Eastman  Kodak  Company,  1987 


pact  disk  databases  will  contain 
graphics  and  a  sound  track.  This 
pleases  computer  manufacturers.  "As 
the  technology  brings  the  cost  lower, 
this  will  be  a  major  new  wave  in  com- 
puting," raves  Phillip  White,  presi- 
dent of  Wyse  Technology,  a  maker  of 


personal  computers  and  fancy  termi- 
nals. "To  use  the  compact  disk  prop- 
erly, you  need  a  higher-resolution 
screen,  audio  speakers  on  the  screen, 
more  memory.  It  really  lets  me  sell  all 
kinds  of  stuff." 
Will  the  compact  disk  cause  the  on- 


line database  market  to  dry  up?  Not 
right  away,  at  least.  But  the  challenge 
is  there  for  the  on-line  operators  to 
match  the  compact  disk  in  making 
electronic  information  easier  to  get 
and  use. — G.S. 


Random  Access 


Commentary  by  Esther  Dyson 


THE  FACTORY  IN  YOUR  OFFICE 


It  has  become  fashionable  to  com- 
plain that  white-collar  automation 
has  broken  its  promise,  that  it 
hasn't  improved  office  productivity. 
Last  month  I  visited  a  large  software 
firm  with  a  yet-to-be-announced 
group  work  product,  and  we  talked 
about  this  issue.  How  do  you  mea- 
sure the  benefits  of  office  automa- 
tion as  we  move  from  hard,  task- 
oriented  tools  to  softer  ones? 

White-collar  productivity  is  hard 
to  measure:  Is  it  decisions  per  hour? 
Keystrokes?  Clearly,  no.  Is  it  im- 
proved "quality"  of  work?  That 
doesn't  wash,  either.  What's  the 
productivity  gain  in  a  newsletter 
that's  fun  to  read,  versus  one  that 
gets  the  facts  out?  (People  may  take 
extra  time  both  producing  and  read- 
ing that  "quality"  letter.)  How 
much  better  is  a  production  forecast 
based  on  five  scenarios  (with 
graphs)  than  one  based  just  on  best 
and  worst  cases?  How  much  more 
effective  is  a  personalized  letter 
(perhaps  with  the  customer's  name 
spelled  wrong)  sent  on  Thursday 
than  a  form  letter  sent  the  Tuesday 
before  ? 

So  let's  forget  "quality"  for  a  mo- 
ment and  consider  quantitative 
measures  of  productivity  generated 
by  office  automation.  And  let's  con- 
sider not  iust  the  work  at  each 
workstation  but  the  movement  of 
work  all  along  the  office  "assembly 
line."  Workers  can  coordinate  ef- 
forts and  pass  work  from  one  to 
.mother  more  effectively  with  tools 
such  as  electronic  mail,  shared  data- 
bases and  the  new  class  of  "group- 
ware"  tools  that  coordinate  individ- 
ual effort  (Groupware  products  in- 
clude I-",  omment  from  Broder- 
i  orum  from  Network 
s  International,  Stall 
war.  .'         ure      Manager      from 


and  publisher  of  the 
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FCMC/Umsys,  The  Coordinator 
from  Action  Technologies,  and  of 
course  the  product  I  saw  recently — 
you'll  be  hearing  about  it.) 

To  take  the  factory  automation 
model,  how  about  just-in-timc  of- 
fice work?  How  long  docs  it  take  to 
turn  around  an  order?  fust  as  work- 
in-process  imposes  costs  on  a  fac- 
tory— storage  space  and  interest  ex- 
pense, for  starters — so  does  paper- 
work-in-progress.  The  costs  are  a 
little  less  visible,  but  they  are  real: 
interest  on  unbilled  and  uncollected 
receivables,  later  receipt  of  reve- 
nues for  delayed  orders  and  un- 
shipped goods,  customer  dissatis- 
faction, repeated  handling  by  clerks 
and  the  inevitable  mistakes  and 
misroutings  that  accumulate  while 
a  piece  of  work  hangs  around  unfin- 
ished. Here,  office  automation 
brings  real  benefits  in  speeding  up 
work  and  in  reducing  errors. 

Factory  automation  also  facili- 
tates management  of  inventory — 
not  iust  moving  it  but  keeping  it 
accessible.  You  can  apply  the  same 
notion  to  data  With  workers  all  us- 
ing the  same  database,  there  is  less 
paper  shuffling:  The  paper  doesn't 
need  to  move  from  person  to  person, 
because  every  person  has  all  the  (au- 
thorized) information  he  needs  at 
his  fingertips.  As  for  automation's 
ability  to  deliver  personalized  let- 
ters, I'm  convinced  it  does  make  a 
difference  especially  it  it  comes 
t.ist  and  they  get  my  name  right. 
Office  automation  means  you  can 
keep  a  file  of  standard  complaints 


matched  with  a  file  of  standard  re- 
sponses and  generate  not  just  per- 
sonalized but  pertinent  responses. 

Take  a  third  measure  from  fac- 
tory automation:  set-up  time — or  in 
office  terms,  those  dreaded  meet- 
ings! Regular  users  of  electronic- 
mail  networks  commonly  report 
that  they  spend  less  time  in  meet- 
ings. "We  use  meetings  now  for 
team  spirit,"  says  a  product  manag- 
er at  the  company  with  the  new 
product,  "but  we  use  the  network  to 
keep  up  to  date."  Better  yet,  half  the 
development  team  is  working  in  a 
remote  office — with  fewer  interrup- 
tions and  no  loss  of  closeness  to  the 
marketing  folks  at  headquarters. 

I  don't  have  to  attend  too  many 
meetings,  but  at  those  I  go  to  we 
routinely  spend  half  an  hour  figur- 
ing out  when  our  next  meeting 
should  be — a  real  time-waster,  as  far 
as  I'm  concerned,  and  one  that 
could  be  avoided  with  electronic- 
mail.  So  could  a  lot  of  boring  pro- 
gress reports  and  excessive  coffee 
and  Danish. 

Another  measure  is  training  time. 
How  long  docs  it  take  new  employ- 
ees to  come  up  to  speed?  Can  they 
look  at  on-line  information  to  find 
corporate  history,  the  rationale  for  a 
marketing  plan,  travel  policies?  A 
well-designed  automated  system, 
with  information  presented  chrono- 
logically or  by  concept  at  the  user's 
option,  will  lead  people  through 
their  jobs.  An  electronic-mail  sys- 
tem's history  file  will  let  them 
catch  up  quickly  with  what's  been 
going  on  in  the  department  they  just 
joined,  by  selecting,  say,  all  memos 
on  WonderWidgct  pricing. 

Benefits  from  office  automation? 
I've  just  listed  four  measures:  turn- 
around time,  task  inventory  levels, 
meeting  time,  training  time.  So  let's 
not  say  that  the  impact  of  office 
automation  is  unmeasurable;  let's 
start  measuring  it  right.  ■ 
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1E  BUSINESS  COMMUNICATIONS  CONNECTION 


These  days,  when  people  communicate, 

The  proposal  looks  good.  Yeah. 

it  takes  an  array  of  high-tech  equipment 
I'm  starving.  Scroll  up.  No. 

to  make  it  possible.  But  more  important, 
Let's  put  that  bar  graph  on  page  two. 

it  takes  dedicated  professionals  to  make 
Does  the  list  include  Boston? 

the  technology  work.  So  when  you  connect 
That's  better  I'm  sending. 

with  Centel,  we  connect  you  with  people 
Boom. 

before  we  connect  you  with  technology. 
They've  got  it  All  fifty. 

Because  thafs  what  communicating 
Good  luck  at  the  meeting. 

is  all  about. 
It's  raining  here,  too.  Good  night. 

CENTEL 

WHERE  PEOPLE  CONNECT 


BUSINESS  SYSTEMS  •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

For  more  information  about  Centel  Business  Systems,  write  Department  8, 8725  Higgms  Road.  Chicago.  IL  60631©  1987  Centel  Corporation 
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Edited  by  William  G.  Flanagan 

You  dont  have  to  kill  birds  to  enjoy  shoot- 
ing something.  Clay  pigeons  are  getting 
smarter  all  the  time. 


Golf  with 
a  shotgun 


Dying  to  "break  n  bird'  on  the  Masbotnack  Club  course 
Humbling  for  the  cocky  skeet  shooter. 


By  John  Frederick  Walker 


I ast  Oct.  24,  Tim  Steel,  president 
_of  Cazenove  Inc.,  a  subsidiary  of 
■  Britain's  Cazenove  &  Co.  bro- 
kerage house,  took  a  welcome  break 
trom  Wall  Street's  worst  week  and 
stared  into  the  late  autumn  woods  in 
Pine  Plains,  N. Y.,  1 2-gauge  shotgun  at 
the  ready.  "Pull!"  he  called,  and  two 
clay  disks  sailed  across  the  field  and 
drifted  down  unscathed  by  double-bar- 
reled blasts  n  an  Steel.  His  teammates 
did  little  better  ar  what  is  today  one  of 
ig  sports  in  the  U.S. 
"I'm  afraid  our  s<  ores  are  related  to 
the  marki  id  Steel,  whose  five- 

quad    drawn  from  British  bio- 
-  in  New  York,  was  one 
n  the    U.S.,    Britain   and 

co  compete  in  the 


Glenlivet  Scotch  Sporting  Clays 
Challenge.  The  lavish  daylong  Glenli- 
vet event  held  in  the  fall  at  the  Ma- 
shomack  Club's  2,600-acre  fish  and 
game  preserve  in  upstate  New  York 
was  the  grandest  yet  in  the  U.S. 

Sporting  clays  is  a  target  game  that 
simulates  shooting  at  game  birds  in 
natural  surroundings.  In  the  past  15 
years  the  sport  has  caught  on  fast  in 
the  U.K.,  where  shooting  now  ranks 
with  golf  for  second  place  among  par- 
ticipation  sports,  mst  behind  fishing. 
From  a  standing  start  just  a  few  years 
ago,  the  U.S.  today  has  more  than  200 
courses  operating,  planned  or  under 
construction,  estimates  oilman  Bob 
Davis,  president  of  the  U.S.  Sporting 
Clays  Association. 

In  all  clay  target  games,  shooters  try 
to    hit    saucer-shaped    clay    "birds" 


licked  into  the  air  from  spring-loaded 
machines  called  "traps" — terminol- 
ogy left  over  from  the  days  when  live 
pigeons  were  used  as  targets.  Com- 
pared with  the  more  familiar  games  of 
trap  and  skeet,  which  consist  of  repet- 
itive shooting  at  clays  thrown  in 
somewhat  predictable  paths,  sporting 
clays  is  much  more  challenging. 

Typically,  a  sporting  clays  course  is 
laid  out  over  10  to  50  acres  of  varied 
terrain.  It  has  five  to  ten  colorfully 
named  shooting  fields — "bolting  rab- 
bit," "quartering  quail" — where 
shooters  fire  at  different  types  of  tar- 
gets that  mimic  the  sudden  flight  of 
pheasants,  grouse  and  other  game. 
Not  only  do  the  clays  vary  in  shape 
and  size,  they  are  tbrown  singly,  si- 
multaneously or  in  sequential  pairs 
from   traps   at   different   angles   and 
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Tfje  "practice  tee"  at  the  Mashomack  Club  sporting  clays  course  in  Pine  Plains,  N.Y. 
Clay  ducks  at  speeds  up  to  50mph. 


speeds,  often  launched  from  behind 
trees  or  over  hills.  They  may  loft  over 
the  shooter  to  drop  sharply  into  ponds 
or  bounce  maddeningly  along  the 
ground. 

J  As  in  golf,  no  two  layouts  are  the 
same.  Shooters  at  the  Buck  Point 
Club  in  Glenwood  Springs,  Colo,  can 
try  for  crossing  clays  that  dart  through 
the  aspen  against  a  Rocky  Mountain 
backdrop.  At  the  Highland  Bend 
Shooting  School  in  Flushear,  Tex.,  en- 
thusiasts can  hunker  down  in  a  water- 
fowl blind  and  try  for  40-yard-high 
clays  thrown  from  a  tower  to  simulate 
passing  geese. 

A  "round  of  sporting"  can  consist  of 
only  25  shots,  perhaps  5  each  on  a 
simple  five-field  course,  or  100  to  150 
shots  on  more  elaborate  grounds  with 
ten  fields.  It  can  be  done  alone,  but 


Of  guns  and  gear 


Hearing  protection  (soft  foam 
earplugs,  $1.50  a  pair)  and 
tempered  glasses  (yellow  for  over- 
cast days,  gray  for  bright,  $30  to 
$50  a  pair)  are  musts,  as  is  a  suit- 
able gun.  But  you  don't  need  a 
$30,000  Purdey  for  sporting  clays. 
Even  in  Britain,  the  preferred  gun 
for  the  game  is  a  no-nonsense,  me- 
dium-weight 12-gauge  over-and- 
under  double-barreled  shotgun. 
The  gun  firm  of  Griffin  &  Howe 
(36  West  44  Street,  Suite  1011, 
New  York,  N.Y.  10036;  212-921- 


0980)  will  outfit  you  properly  with 
a  12-gauge  Browning  Citori  and  al- 
ter its  stock  to  suit  your  dimen- 
sions for  $  1 , 1 00.  Other  gunmakers, 
including  Beretta  and  Winchester, 
either  now  sell,  or  soon  will,  sever- 
al shotguns  geared  specifically  to 
sporting  clays. 

The  U.S.  Sporting  Clays  Associa- 
tion has  a  list  of  over  50  club  affili- 
ates nationwide,  some  open  to  the 
public  (50  Briar  Hollow,  Suite  490 
East,  Houston,  Tex.  77027;  713- 
622-8043).— J.F.W. 
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typically  two  to  five  shooters  will  do  a 
round  together.  At  the  Minnesota 
Horse  &  Hunt  Cxub  near  Minneapo- 
lis, small  groups,  each  accompanied 
by  a  "caddy"  to  pull  the  traps,  rotate 
through  the  nine  fields  to  complete 
the  thn  3-hour,  150-shot,  par  96  full 
course  rhe  club  is  considering  adding 
golf  ca  ts  as  a  convenience  in  getting 
around  the  12-acre  shooting  grounds. 
The  game  isn't  easy,  even  for  expe- 
rienced shots.  In  sporting  clays,  per- 
fect scores  are  virtually  unheard  of. 
Former  competitive  trap  shooter  Gary 
Herman,   a  dealer  in  fine  firearms, 


came  away  with  the  highest  score  in 
the  Mashomack  event:  80  out  of  100. 
"In  sporting  clays,"  Herman  says, 
"you  have  to  think  out  every  bird. 
That's  why  nobody  gets  them  all." 

The  sport  appeals  both  to  hunters  in 
the  off-season  and  to  shooters  with 
little  or  no  interest  in  actual  hunting. 
Obviously,  the  sport  is  bloodless  and 
less  physically  demanding  than  hunt- 
ing, yet  still  calls  for  all  the  country 
trappings,  from  natty  tweeds  to  clas- 
sic shotguns. 

The  sport  has  considerable  promise 
for  further  growth   and   popularity. 


"There  are  20  million  golfers  in  this 
country,"  U.S.  Sporting  Clays  Associ- 
ation President  Davis  points  out, 
"and  there  are  about  16  million  li- 
censed hunters,  around  14  million  of 
whom  hunt  with  shotguns.  Think  of 
the  potential." 

The  sport  is  relatively  inexpensive 
($50  to  $85,  including  shells,  for  100 
shots,  depending  on  range  fees).  Says 
Sam  Douglass,  chairman  of  the  Hous- 
ton-based Equus  Capital  Corp.:  "It's 
the  perfect  weekend  sport.  Social  and 
as  competitive  as  you  want  it  to  be. 
But  mostly  it's  just  plain  fun." 


Mailing  it  in 

In  the  close  race  for  the  California 
governor's  chair  in  1982,  media 
pollsters  on  election  night  called  Los 
Angeles  Mayor  Tom  Bradley  the  win- 
ner over  then-State  Attorney  General 
George  Deukmejian.  But  that  was  be- 
fore the  more  than  500,000  absentee 
ballots  had  been  tallied.  By  the  time 
those  votes  were  counted,  it  was 
Deukmejian  who  came  out  on  top,  by 
a  margin  of  some  90,000  votes. 

In  virtually  any  close  election,  ab- 
sentee ballots  can  win  the  day.  Yet  all 
too  many  voters  who  are  either  out  of 
town  or  cannot  get  to  the  polls  for  one 
reason  or  another  simply  fail  to  be 
counted.  In  this  big  election  year,  here 
are  some  things  to  keep  in  mind  about 
absentee  balloting. 

If  you  know  you  are  going  to  be  out 
of  town,  write  or  call  your  local  Board 
of  Elections,  preferably  a  month  or  so 
before  election  day.  It  will  tell  you 
how  to  go  about  voting  by  mail  or, 
where  possible,  voting  early. 

Rules  differ  among  states,  as  does 
the  hassle  connected  with  absentee 
balloting.  In  California,  for  example, 
all  voters  are  automatically  mailed 
applications  for  absentee  ballots.  Cal- 
ifornians  need  not  even  be  out  of  town 
the  day  of  the  election  in  order  to  vote 
absentee,  nor  do  they  have  to  cite  a 
reason  for  voting  by  mail.  And  in  New 
Jersey  a  voter  need  only  cite  that  he  is 
unable  to  free  himself  from  a  demand- 
ing work  schedule  on  election  day. 

Most  states,  however,  are  tougher 
than  that.  In  general,  only  three  types 
of  voters  can  cast  absentee  ballots: 
those  who  an.  out  of  town,  disabled  or 
cannot  appear  at  the  polling  place  be- 
;  a  religious  observance. 

Applying  tin  an  absentee  ballot  is 
usually  a  snip  (although  eight  states 
require  that  even  the  application  be 
notarized  >i  witnessed).  But  in  30 
states  you  an  even  obtain  applica- 
directly  from  your  employer. 


Usually,  the  application  requires  your 
name,  address,  address  to  which  the 
absentee  ballot  is  to  be  mailed,  the 
election  in  which  you  wish  to  vote, 
signature,  reason  for  voting  absentee, 
and  your  voting  district. 

You  cannot  use  an  absentee  ballot 
in  all  elections.  Whereas  absentees 
can  vote  in  the  Feb.  16  New  Hamp- 
shire primary,  they  are  out  of  luck  in 
the  Iowa  caucuses  on  Feb.  8.  (In  fact, 
absentees  cannot  vote  in  many  state 
caucuses,  so  check  with  your  state  or 
local  party  official.) 

Less  well  known  than  the  absentee 
ballot  is  voting  early  in  person.  Voters 
in  all  states  but  Oklahoma  and  Ken- 
tucky may  do  so.  In  general,  voting 
early  in  person  is  intended  to  accom- 
modate voters  who  discover  they  will 
be  out  of  town  too  late  to  follow  the 
normal  absentee  voting  procedures. 
Again,  check  with  your  local  election 
board. — Lisa  Scheer 


The  Warhol  collection 

A  thing  of  beauty  is  a  joy  forever," 
John  Keats  told  us  160  years  ago.  If 
he  surveyed  the  art  and  collectibles 
market  today,  the  poet  might  have 
felt  compelled  to  add  that  a  thing  of 
beauty  also  seems  a  safe  place  to  park 
money.  Despite  turmoil  in  the 
world's  stock  exchanges  and  consider- 
able anxiety  about  the  economy,  ac- 
tion is  brisk,  and  prices  strong,  in  the 
major  auction  markets  for  fine  and 
decorative  art. 

Collectors  can  look  forward  in  the 
coming  months  to  a  number  of  nota- 
ble auctions.  Numerous  Old  Master 
paintings,  a  robust  selection  of  con- 
temporary art,  and  fine  Victorian  fur- 
niture will  all  fall  beneath  the  ham- 
mer in  the  U.S.  alone. 

Perhaps  the  most  intriguing  auc- 


tion will  be  Sotheby's  sale  of  the  Andy 
Warhol  collection  in  late  April  and 
early  May.  Warhol,  a  true  begetter  of 
the  Pop  Art  movement  who  died  last 
February,  was  an  idiosyncratic  but 
dedicated  collector.  For  the  sale,  Soth- 
eby's is  preparing  no  fewer  than  six 
catalogs  and  anticipates  that  the  es- 
tate will  realize  in  excess  of  $10  mil- 
lion. The  proceeds  will  help  fund  the 
Andy  Warhol  Foundation  for  the  Vis- 
ual Arts. 

What  does  the  collection  tell  us 
about  the  man?  Warhol,  the  creator  of 
relentlessly  topical  images,  lived  sur- 
rounded by  antiques.  He  furnished  his 
Upper  East  Side  town  house  through- 
out with  superb  examples  of  art  deco 
and  early- 19th-century  American  fur- 
niture. In  addition,  Warhol  cherished 
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A  fascinating  30-minute  video  documentary  on  the  development  and  building  of  the  Quaker 

State  Porsche  Indy  Car  is  available  for  $24.95  plus  applicable  sales  tax,  shipping  and  handling.  For 

information,  as  well  as  for  the  location  of  your  nearest  Porsche  dealer,  call  (800)  252-4444. 


356  4-cylinder,  horizontally  opposed,  central  camshaft  and 
pushrods,  air-cooled  rear  engine,  1488cc,  70  hp.  Weight: 
1411  lbs.  Top  speed:  101  mph.  ^^^^^^ 
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ech  nology  go  faster. 


Lock  Braking  System  brings  it  to  a 
quick,  sure,  arrow-straight  stop,  regard- 
less of  road  conditions. 

Its  front  mounted,  liquid-cooled, 
fuel  injected  V-8  engine  produces  316 
horsepower  which  is  capable  of  accel- 
erating the  928S4  from  zero  to  sixty  in 
5.7  seconds. 

This  is  due,  in  large  part,  to  a  four 
valve  head  design  that  was  the  direct 
product  of  Porsche  racing  technology, 
adapted  from  the  956/962C  endurance 


racers.  Which  placed  first  overall  at 
Le  Mans.  Six  times.  In  a  row. 

At  Porsche,  our  engineers  have 
always  believed  that  driving  cars  fast  is 
the  best  way  to  learn  about  building 
fast  cars. 

It  is  a  belief  whose  effectiveness  is 
best  illustrated  by  another  remark  Mr. 
Holbert  made  as  he  stepped  from  the 
record-breaking  928S4  he  drove  on 
the  flats. 

"You  do  gather  up  some  road  pretty 
quick!' 


928S  4  H-cylinder,  90-degree  V.four  overhead  camshafts, 
four  valves  per  cylinder,  liquid-cooled  front  engine, 
4957cc,  316  hp,  transaxle  design.  Weight:  3505  lbs.  Top 
Speed:  165  mph  (performance  figures  with  manual 
transmission). 
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Or  May  29, 198  J,  Po  r 
a  car  built  only  for 


Over  the  years,  weVe  entered  nearly 
every  important  race  there  is. 

Because  each  race  offers  new 
problems  to  solve  and,  therefore,  new 
opportunities  for  learning  and  advanc- 
ing Porsche  technology. 

But  despite  the  breadth  of  our  com- 
petitive experience,  there  is  one  very 


significant  race  we  have  not  entered. 

A  race  in  which  cars  approaching 
220  mph  cluster  in  dangerously  tight 
packs  and  come  within  inches  of  con- 
crete and  steel  walls. 

A  race  in  which  centrifugal  forces 
become  so  great  that  the  drivers'  heads 
must  be  tethered  upright. 


f 


sche  will  introduce 
use  in  America. 


A  race  that  attracts  more  than 
50,000  spectators  from  all  over  the 
ountry  to  witness  the  courage,  skill, 
lanning  and  brilliance  of  design  nec- 
ssary  to  win. 

A  race  whose  unique  demands 
3r  speed,  agility  and  precision  create 
natural  environment  for  bringing 


about  technological  innovation. 

This  time  the  cars  will  be  a  little  faster. 
The  crews  will  be  a  little  better  prepared. 
The  drivers  will  risk  a  little  more. 

This  time  the  Indianapolis  500  will 
be  the  greatest  challenge  it  has  ever  been. 

And  this  time,  for  the  first  time, 
Porsche  will  be  there. 


several  paintings  by  the  masters  of 
19th-century  academic  art,  including 
work  by  Bouguereau,  Alma-Tadema 
and  Gerome. 

Not  surprisingly,  Warhol  owned 
scores  of  important  paintings  by  such 
leading  contemporary  artists  as  Jasper 
Johns,  Roy  Lichtenstein  and  Robert 
Rauschenberg,  and  the  work  of  such 
younger  artists  as  Keith  Haring  and 
Jean-Michel  Basquiat.  Sotheby's  will 
also  be  auctioning  Warhol's  extensive 
collection  of  1940s  jewelry  by  Cartier 
and  Van  Cleef  &  Arpels,  1940s  and 
1950s  wristwatches  by  Cartier  and 
Rolex,  American  Indian  art  and  Japa- 
nese baskets. — Ronald  Bailey 


Sotheby's  Art  Market  Trends 

Index  sectors 

Dec 
1987 

One 

month 

ago 

One 
year 
ago 

Two 

years 

ago 

Five 

years 

ago 

One 

month 

%  change 

One 

year 
%  change 

Two 

year 
%  change 

Five 

years 

% 
change 

average 

annual 

%  change 

Old  Master  paintings 

373 

349 

303 

289 

205 

+  6.9 

+  23.1 

+  29.1 

+  82.0 

+  12.7 

19th-century 
European  paintings 

323 

323 

279 

249 

184 

nil 

+  15.8 

+  29.7 

+  75.5 

+  11.9 

Impressionist  &  Post- 
impressionist  art 

723 

661 

490 

380 

267 

+  9.4 

+  47.6 

+  90.3 

+  170.8 

+  22.0 

Modem  paintings 
(1900-1950) 

757 

666 

512 

364 

245 

+  13.7 

+  47.9 

+  108.07 

+  209.0 

+  25.3 

Contemporary  art 
(1945  onward) 

609 

609 

551 

497 

342 

nil 

+  10.5 

+  22.5 

+  78.1 

+  12.2 

American  paintings 
(1800-pre-WWII) 

871 

789 

698 

667 

450 

+  10.4 

+  24.8 

+  30.6 

+  93.6 

+  14.1 

Continental  ceramics 

331 

320 

290 

284 

266 

+  3.4 

+  14.1 

+  16.5 

+  24.4 

+   4.5 

Chinese  ceramics 

581 

550 

526 

486 

436 

+  5.6 

+  10.5 

+  19.5 

+  33.3 

+    5.9 

English  silver 

381 

381 

343 

306 

189 

nil 

+  11.1 

+  24.5 

+  101.6 

+  15.1 

Continental  silver 

220 

220 

201 

181 

139 

nil 

+    9.5 

+  21.5 

+  58.3 

+   9.6 

American  furniture 

459 

459 

404 

330 

213 

nil 

+  13.6 

+  39.1 

+  115.5 

+  16.6 

French  &  Continental 
furniture 

319 

319 

299 

273 

234 

nil 

+   6.7 

+  16.8 

+  36.3 

+    6.4 

English  furniture 

634 

634 

517 

419 

267 

nil 

+  22.6 

+  51.3 

+  137.5 

+  18.9 

Aggregate  index* 

512 

482 

403 

344 

252 

+  6.2 

+  27.0 

+  48.8 

+  103.2 

+  15.2 

Basis:  1975  =  100  ($].                                                                                                                                                                                            ©Sotheby's  1988 

'Contemporary  an  was  added  to  the  An  Index  in  September  1987.  The  aggregate  index  excludes  this  category  prior  to  that  date 

Sotheby's  An  Market  Trends  reflect  subjective  analyses  and  opinions  of  Sotheby's  an  experts,  based  on  auction  sales  and  other  information  deemed  relevant. 

N(  nhing  in  Sotheby's  Art  Market  Trends  is  intended  as  investment  advice  or  as  a  prediction  or  guarantee  of  future  performance  or  otherwise 

Index  highlights                                                                     work  by  Picasso,  "Souvenir  du  Havre,"  established  a 
The  New  York  sales  of  American  paintings,  which    new  auction  record  for  the  artist — $7.6  million — while 
appeal  almost   exclusively   to  American   collectors,    less  important  works  by  the  same  artist  either  sold 
were  strong  overall  due  to  the  excellent  quality  of  art    within  estimate  or  remained  unsold.  The  strong  up- 
on offer.  Many  works  rarely  seen  on  the  auction  mar-    ward  movement  in  the  Indices  in  these  sectors  owes 
ket  were  included,  such  as  top-level  paintings  by  Ed-    something  to  the  present  weakness  of  the  dollar,  but 
ward  Hopper,   Martin  Johnson  Heade  and  Georgia    there  is  considerable  real  growth  in  the  underlying 
O'Keeffe,  as  well  as  sculpture  by  Elie  Nadelman.             price  structure  in  these  fields. 

The  hallmark  of  many  of  the  sales  in  London  was  the        Sales  of  Old  Master  paintings  in  London  showed 
presence  of  a  two-tier  market:  demand  was  very  strong    much  the  same  pattern,  with  considerable  competitive 
for  works  of  blue-chip  quality  but  not  as  competitive    bidding  on  attractive,  problem-free  paintings  that  had 
for  art  of  less  than  premier  rank.  At  the  major  round  of    not  been  on  the  market  recently.  Other  works  which 
Impressionist  and  Modern  paintings  sales,  for  example,    had  had  wide  market  exposure  in  the  recent  past  or 
a  record  price  of  $13.6  million  was  set  for  the  Degas    which  were  considered  unattractive  proved  more  of  a 
painting  "Les  Blanchisseuses"  and  an  important  early    problem. 
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Indy  Car  8-cylinder,  90-degree  V,  four  overhead  camshafts,  \ 
four  valves  per  cylinder,  liquid-cooled  methanol  engine       ^P 
with  turbocharger,  2649cc,  750+  hp,  monocoque  chassis.    j&  A 
Weight:  1553  lbs.  Top  speed:  215  -  mph .  ^K^* 
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several  paintings  by  the  masters  of 
19th-century  academic  art,  including 
work  by  Bouguereau,  Alma-Tadema 
and  Gerome. 

Not  surprisingly,  Warhol  owned 
scores  of  important  paintings  by  such 
leading  contemporary  artists  as  Jasper 
Johns,  Roy  Lichtenstein  and  Robert 
Rauschenberg,  and  the  work  of  such 
younger  artists  as  Keith  Haring  and 
Jean-Michel  Basquiat.  Sotheby's  will 
also  be  auctioning  Warhol's  extensive 
collection  of  1940s  jewelry  by  Cartier 
and  Van  Cleef  &  Arpels,  1940s  and 
1950s  wristwatches  by  Cartier  and 
Rolex,  American  Indian  art  and  Japa- 
nese baskets. — Ronald  Bailey 
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year 

%  change 
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year 

%  change 
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years 

% 
change 

average 
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%  change 

Old  Master  paintings 

373 

349 

303 

289 

205 

+  6.9 

+  23.1 

+  29.1 

+  82.0 

+  12.7 

19th-century 
European  paintings 

323 

323 

279 

249 

184 

nil 

+  15.8 

+  29.7 

+  75.5 

+  11.9 

Impressionist  &  Post- 
impressionist  art 

723 

661 

490 

380 

267 

+  9.4 

+  47.6 

+  90.3 

+  170.8 

+  22.0 

Modern  paintings 
(1900-1950) 

757 

666 

512 

364 

245 

+  13.7 

+  47.9 

+  108.07 

+  209.0 

+  25.3 

Contemporary  art 
(1945  onward) 

609 

609 

551 

497 

342 

nil 

+  10.5 

+  22.5 

+  78.1 

+  12.2 

American  paintings 
(1800-pre-WWII) 

871 

789 

698 

667 

450 

+  10.4 

+  24.8 

+  30.6 

+  93.6 

+  14.1 

Continental  ceramics 

331 

320 

290 

284 

266 

+  3.4 

+  14.1 

+  16.5 

+  24.4 

+   4.5 

Chinese  ceramics 

581 

550 

526 

486 

436 

+  5.6 

+  10.5 

+  19.5 

+  33.3 

+   5.9 

English  silver 

381 

381 

343 

306 

189 

nil 

+  11.1 

+  24.5 

+  101.6 

+  15.1 

Continental  silver 

220 

220 

201 

181 

139 

nil 

+   9.5 

+  21.5 

+  58.3 

+   9.6 

American  furniture 

459 

459 

404 

330 

213 

nil 

+  13.6 

+  39.1 

+  115.5 

+  16.6 

French  &  Continental 
furniture 

319 

319 

299 

273 

234 

nil 

+   6.7 

+  16.8 

+  36.3 

+   6.4 

English  furniture 

634 

634 

517 

419 

267 

nil 

+  22.6 

+  51.3 

+  137.5 

+  18.9 

Aggregate  index" 

512 

482 

403 

344 

252 

+  6.2 

+  27.0 

+  48.8 

+  103.2 

+  15.2 

Basis:  19~5  =  100  ($).                                                                                                                                                                                            ©Sotheby's  1988 

■Contemporary  an  was  added  to  the  An  Index  in  September  198~  The  aggregate  index  excludes  this  category  prior  to  that  date 

Sotheby's  An  Market  Trends  reflect  subjective  analyses  and  opinions  of  Sotheby's  art  experts,  based  on  auction  sales  and  other  information  deemed  relevant 

Nothing  in  Sotheby's  An  Market  Trends  is  intended  as  investment  advice  or  as  a  prediction  or  guarantee  of  future  performance  or  otherwise 

Index  highlights                                                                     work  by  Picasso,  "Souvenir  du  Havre,"  established  a 
The  New  York  sales  of  American  paintings,  which    new  auction  record  for  the  artist — $7.6  million — while 
appeal  almost   exclusively  to  American   collectors,    less  important  works  by  the  same  artist  either  sold 
were  strong  overall  due  to  the  excellent  quality  of  art    within  estimate  or  remained  unsold.  The  strong  up- 
on offer.  Many  works  rarely  seen  on  the  auction  mar-    ward  movement  in  the  Indices  in  these  sectors  owes 
ket  were  included,  such  as  top-level  paintings  by  Ed-    something  to  the  present  weakness  of  the  dollar,  but 
ward  Hopper,   Martin  Johnson  Heade  and  Georgia    there  is  considerable  real  growth  in  the  underlying 
O'Keeffe,  as  well  as  sculpture  by  Elie  Nadelman.             price  structure  in  these  fields. 

The  hallmark  of  many  of  the  sales  in  London  was  the        Sales  of  Old  Master  paintings  in  London  showed 
presence  of  a  two- tier  market:  demand  was  very  strong    much  the  same  pattern,  with  considerable  competitive 
for  works  of  blue-chip  quality  but  not  as  competitive    bidding  on  attractive,  problem-free  paintings  that  had 
for  art  of  less  than  premier  rank.  At  the  major  round  of    not  been  on  the  market  recently.  Other  works  which 
Impressionist  and  Modem  paintings  sales,  for  example,    had  had  wide  market  exposure  in  the  recent  past  or 
a  record  price  of  $13.6  million  was  set  for  the  Degas    which  were  considered  unattractive  proved  more  of  a 
painting  "Les  Blanchisseuses"  and  an  important  early    problem. 
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Nothing  Can 
Kill  A  Business 
Trip  Like  A  Dead 

Battery 


x  You  don't  hear  many  traveling  salesman  jokes  these  days. 

Business  trips  are  serious  business. 

<  Yxi  have  to  deal  with  tight  schedules  and  bad  weather,  traffic 

and  fatigue. 

q  And  just  when  you  get  a  little  ahead  of  the  game,  something 

like  a  dead  battery  comes  along  to  kill  your  plans. 

<  After  50  years  in  the  hospitality  business,  Sheraton  under- 
z                             stands  the  pressures  people  travel  under. 

So  when  a  guest  at  Sheraton  couldn't  start  his  car  early  one 
morning,  we  didn't  give  him  the  number  of  the  nearest  service 
station. 

Our  own  hotel  maintenance  engineer  diagnosed  the  prob- 
f  lem,  jumped  the  battery,  and  got  the  guest  off  and  running  in 

i  minutes. 

It  was  just  a  little  thing,  but  our  employees  are  trained 
to  remember  that  when  it  comes  to  our  guests,  little  things 
mean  a  lot. 

So  when  you  stay  at  a  Sheraton,  you  can  expect  more  than 
good  value.  Ydu  can  expect  an  extra  measure  of  personal  service 
0  and  consideration. 

Call  Sheraton  at  800-325-3535.  Or  call  your  (S) 


< 


*j-i 


*  travel  agent.  And  get  your  next  trip  off  Wlipra  toil 

to  a  better  start.  The  hospitality  people  of 

ITT 
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I  ft  \  A  T      SHERATON      LITTLE      THINGS      MEAN      A      LOT     .     AT      SHERATON      LITTLE  ($**\ 

For  Reservations  At  These  : 

And  Other  Fine  Sheraton  Hotels  Call    ; 

800-325-3535        I 

Or  CallYourTravel  Agent 


o      Sheraton  best  value  rates*  per  room,  per  night 

Rates  subject  to  advance  reservations  With  the  Family  Plan,  up 
<  to  two  children  stay  free  in  adult's  room  when  no  additional 

bedding  is  required 
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IN  THE  UNITED  STATES 

< 

UJ 

ALASKA 

Wkdys/Wknds 

5 

Anchorage 

Sheraton  Anchorage  Hotel 

.  .  s74.50(Eveiy  Day) 

1/1 

ARIZONA 

o 

Tucson 

2 

Sheraton  Tucson  El  Conquistador 

Golf  &  Tennis  Resort 

.   s  100.00/90.00 

I 

CALIFORNIA 

"-" 

Long  Beach 

Sheraton  Long  Beach  (Opening  August  1988) 

LLJ 

1  os  Angeles 

,_ 

Huntington  Sheraton 

s70.00n 

(_ 

Sheraton  Grande  Hotel 

s  120.00/95.00 

— 

Sheraton  Plaza  La  Reina  ® 

s65  00 

— ' 

Sheraton  at  Redondo  Beach 

s90.00/79.00 

z 

Sheraton  i  iniversal  Hotel 

s85  00i! 

San  Diego  I  i.irhor  Island 

o 

Sheraton  Grand  on  Harbor  Island® 

.  .  .  s8"  OX] 

l~ 

Sheraton  llarlxn  Island® 

.    s92  .OOo 

< 

COLORADO 

UJ 

Denvei 

I 

Sheraton  Denver  Airport® 

.  s6'"'  1  ' 

<S) 

imboat  Springs 
Sheraton  Steamboat  Resort 

t— 

&(  onleieiKe  (  enter 

S89 1 1>  l 

< 

CONNECTICUT 

_ 

Hart 

Sheraton  Hartford  1 1 

90.00  69  00 

t— 

Stan  i1 

o 

Sheraton  Stamford  Hotel  &  lowers  (Main) 

E 

(Towers) 
DISTRICT  OF  COLUMBIA 

$105.00 

< 

Sheraton ( .niton  Hotel 

z 

rhe  Sheraton  Grand  on  <  apitol  Hill 

Sheraton  Washington  Hotel 

.599  (K)  74  00 

< 

FLORIDA 

5 

inville 

ii  si  |ohns  i 

"78(H)  58  00 

Muuni  Beat  h  K>l  Harbour 

o 

Sheraton  Kil  Harbour 

ray  Day) 

ando  i  tone)  World 

z 

Shi              rid  Hotel 

10 

I 

Palm  <  oast 

Sheraton  Palm  1  oasi  Resort 

00  75  00 

ILLINOIS 

UJ 

i  hicago 

— ' 

Sheraton  Plaza 

75  (X) 

LOUISIANA 

New '  irteans 

— ' 

Sheraton  New  i  'deans  Hotel 

z 
o 

MARYLAND 

Baltimore 

< 

n  inner  Harboi  Hotel 

.  .  s75  ' "  1 

or 

pant  \    Vldin                     fbf  third  aduli 

I 

vmII  .ippK                                                                                                                      ■   Sub 

.i\.nl.it>ilil\    '- 

through 

v/1 

Mil'                              

r»d«                                 tiiI  Sihiitt.i\ 

without  n 

►— 

••l.in    1;   1  I.in  limn,                            d  ■  >KtV  .11  iIk   ■  : 

< 

Kill 

.        , 

1988  The  Sheraton  Corporation 

AT       SHERATON      LITTLE       1 

H  1  N  G  S       iV 
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Wkdys/Wknds         -< 


MASSACHUSETTS 

Boston 

Sheraton  Boston  Hotel  &  Towers  (Main) s  125.00/99.00 

(Towers) s  185.00/ 150.00 

MISSOURI 
St.  Louis 

Sheraton  St  Louis  Hotel    s55.00(Every  Day) 

NEW  JERSEY 
East  Rutherford 

Sheraton  Meadowlands  Hotel   s  105.00/79.00 

NEW  YORK 
New  Nbrk 

St  Regis  Sheraton  Hotel" s  185.00/ 140.00 

The  Sheraton  Centre  Hotel  &  Towers  (Main) s  125.00/ 109.00 

(Towers) .     s205.00/ 130.00 

Sheraton  City  Squire s  120.00/ 104.00 

Sheraton  Park  Avenue  Hotel** s  165.00/ 135.00 

NORTH  CAROLINA 
Greensboro 

Sheraton  Greensboro  Hotel  s75.00/59.00 

PENNSYLVANIA 
Philadelphia 

Sheraton  Society  Hill ' sll4.00/99.00 

TENNESSEE 
Nashville 

Sheraton  Music  City  Hotel  ® s81. 00/59.00 

TEXAS 
Dallas 

Sheraton  Dallas  Hotel  &  Towers  (Main)    s89.00/55.00 

(Towers) s  109.00/79.00 

Sheraton  Park  Central  Hotel  &  Towers  (Main)  s89.00/ 55.00 

(Towers)       s  125.00/89  00 

UTAH 
Sail  Laket  it) 

Sill  Lake  Sheraton  Hotel  St  Towers  (Main)    s65  00(Evet>  Day) 

(Towers) s85.00nv 

VIRGINIA 
Richmond 

The  Jefferson  Sheraton  Hotel  s80.00/65.00 

WASHINGTON 

Seattle  Sheraton  Hotel  &  Towers  (Main)  s89.00/77.50 

(Towers) *  129.00/99.00 

IN  CANADA 


." ,  S90.00(EwtyDay) 


NOVA  SCOTIA 
Halifax 
Halifax  Sheraton. 

ONTARIO 
Ibronto 

The  Sheraton  Centre  Hotels  Towers  (Main)  94.00  71  (X) 

(Towers)  "134 .00/ 1 11. 00 

QUEBEC 
Montreal 

Le  Centre  Sheraton  Hotel  &  Towers  (Main) .    "  18S  S94  00/S71 .00 

(Towers) sl  19.00  (Every  Day) 

JOIN  SHERATON  CLUB  INTERNATIONAL 

IS  most  rewarding  guest  recognition  and  awajd  program  /^^»\ 
Fbi  further  detailscall8C>0-247-CLUB.  «,  1^  J 
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The  hospitality  people  of 
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Careers 


The  path  of  a  successful  innovator  may 
look  simple  in  retrospect,  but  the  journey 
can  be  a  long,  hard,  expensive  slog.  Case  in 
point:  Ted  Smith  and  his  FileNet  success. 

"We  had  no 
role  models" 


By  Kathleen  K.  Wiegner 

T|heodore  J.  Smith  was  51  when 
he  was  fired,  in  1981,  from  the 
presidency  of  minicomputer 
maker  Basic  Four  Corp.  (in  a  disagree- 
ment over  the  company's  basic  direc- 
tion). He  took  a  few  months  off  to 
think  about  the  future.  "I  looked  at 
running  an  existing  company,  or 
starting  a  new  one,"  Smith  recalls.  "I 
decided  that  I  wanted  something  over 
the  horizon." 

Over  the  horizon,  and  into  the  land 
of  innovation,  where  the  greatest 
profits  always  lie — if  the  innovator 
chooses  his  technology  wisely,  can 
pound  it  into  commercial  shape,  can 
market  it  ahead  of  his  rivals  and  then 
stay  ahead  of  them. 

Trim,  energetic  and  tightly  self- 
controlled,  Ted  Smith  is  an  aeronauti- 
cal engineer  who  has  worked  in  the 
computer  industry  since  1960.  Look- 


Theodore  J.  Smith 


Born:  Washington,  D.C.,  Nov. 
29,  1929 

1975-81:  President,  minicom- 
puter maker  Basic  Four  Corp. 
Fired  July  1981.  Cause— "A  dis- 
agreement over  policy." 

1955-75:  Ascending  series  of  en- 
gineering, marketing,  data  pro- 
cessing and  financial  positions 
with  Gilfillan  Corp.  (1955-56), 
American  Electronics  (1957-60), 
Packard-Bell  (1960-64),  Raythe- 
on (1964-68),  and  Sycor  (1968- 
75),  an  Ann  Arbor,  Mich,  start- 
up manufacturing  intelligent 
terminals. 

1953-55:  Lieutenant  U.S.  Air 
Force,  supervising  radar  surveil- 
lance on  an  island  in  the  Chi- 
na Sea. 

B.S.,  aeronautical  engineering 
(University  of  Maryland,   '53). 

Pnctorinnotp  tAmrlr  (T  Ti 


Postgraduate 
1956-57) 


work      (UCLA, 


Wife,  Janice,  two  children 

Skis,  enjoys  Rams  games  and 
Tom  Clancy's  thrillers  for  "the 
remarkable  detail  on  weapons 
systems  and  intelligence  gather- 
ing. If  I  had  another  career,  it 
would  be  with  the  CIA." 

Ex-college  wrestler  who  says  of 
business:  "It's  you  there  on  the 
mat  against  the  competitor." 


soitt  Brtnegar 
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ing  over  the  horizon  in  1981,  he  found 
in  the  labs  at  Philips  NV,  Thomson- 
CSF  and  several  Japanese  companies 
researchers  working  on  something 
called  optical  disk  storage. 

Optical  disks,  made  of  glass  or  plas- 
tic, compete  against  magnetic  disks 
(like  the  floppy  or  hard  disks  in  per- 
sonal computers)  as  a  medium  for 
storing  information.  When  magnetic 
disks  are  used,  digital  information  is 
"written"  and  "erased"  by  magnetiz- 
ing or  demagnetizing  parts  of  the  disk. 
On  optical  disks,  information  is  liter- 
ally burned  in  with  a  laser.  One  stan- 
dard 12-inch  optical  disk  can  hold  up 
to  2.6  billion  bytes  of  information, 
enough  to  store  roughly  three  sets  of 
the  World  Book  Encyclopedia.  That's 
ten  times  more  storage  than  today's 
highest-density  hard  disks. 

The  optical  disk's  drawback:  Once 
the  information  is  burned  in,  it  can- 
not be  altered.  Thus,  the  commercial 
question  about  the  nascent  technol- 
ogy was:  Who  would  want  a  disk  that 
could  be  written  on  only  once?  The 
same  people,  Smith  figured,  who  were 
storing  images  (usually  of  printed 
pages)  on  microfilm  and  microfiche. 

"I  went  to  micrographics  seminars 
and  became  convinced  there  was  a 
remarkable  opportunity,"  says  Smith. 
"Companies  were  spending  several 
hundred  thousand  dollars  on  systems 
which  automatically  retrieved  rolls  of 
microfilm  far  viewing  on  a  projection 
screen.  But  film  doesn't  integrate 
with  computers,  because  the  informa- 
tion on  the  microfilm  or  microfiche  is 
not  digitized." 

Why  not  store  the  information  in 
computers?  Because  a  great  deal  of 
modern  commercial  paperwork — cus- 
tomer correspondence,  personnel  rec- 
ords, purchase  orders,  loan  applica- 
tions, signature  cards,  tax  files,  etc. — 
must  he  retained  in  its  original  form. 
Storing  an  exact  replica  of  a  page  uses 
100  times  more  computer  memory 
than  just  storing  the  words  that  ap- 
peai  on  that  page,  a  prohibitively  ex- 
pensive wav  to  go 

Optical  disks  looked  like  the  per- 
fect compromise  Once  scanned  by  a 
facsimile  like  machine,  a  loan  docu- 
ment, say,  is  burned  m  digital  torm  on 
the  disk  I  lie  data  can  then  he  "read" 
by  another  laser  m^\  sent  to  a  power- 
ful computer  workstation  m  seconds. 
The  image  can  be  viewed  on  the 
workstation  screen,  printed  out  or 
passed  along  electronically  to  work- 
stations m\  where  in  the  world.  All 
this  in  I     oi  20  seconds. 


Thinking  of  the  massive  productiv- 
ity gains  to  be  made  in  all  paperwork- 
intensive  businesses,  Smith  created 
his  company — FileNet  Corp.,  based  in 
Costa  Mesa,  Calif. — to  exploit  the  op- 
tical disk  technology.  That  was  in 
September  1982.  Smith  got  FileNet 
going  on  $4  million  in  venture  capital 
that  was  hard  to  raise.  Venture  capi- 
talists hadn't  heard  of  the  technology 
for  the  simple  reason  that  much  of  it 
was  still  in  the  research  labs. 

Smith  at  the  time  was  living  off  of 
savings  and  his  severance  package 
from  Basic  Four.  For  the  first  two 
months,  says  Smith,  "I  took  time  off, 
stepped  back  and  thought  about  com- 
panies I  would  like  to  run."  But  after 
evaluating  various  job  offers,  Smith 
started  looking  at  startup  opportuni- 
ties. "It  would  have  been  a  lot  more 
secure  to  run  an  existing  company," 

"We've  done  something 
significant  and  created  a 
solid  business.  We  showed 
them,  didn't  we?  And  made  a 
bunch  of  money,  too." 

says  Smith,  "but  I  made  the  right 
decision." 

Time  marched  on.  "I  made  several 
trips  to  companies  working  on  optical 
disks  to  assess  their  rate  of  progress," 
says  Smith.  "I  knew  it  would  be  18 
months  before  I  could  get  the  optical 
disks  and  disk  drives.  There  weren't 
even  price  quotes." 

Nor  had  anyone  yet  designed  the 
box — now  known  in  the  business  as  a 
"jukebox" — where  up  to  204  optical 
disks  can  be  stacked  and  then  re- 
trieved by  a  robotic  arm,  much  in  the 
way  the  original  jukebox  pulls  records 
and  plays  them.  So  Smith  and  his  en- 
gineers built  their  own  jukebox.  They 
had  to  build  their  own  workstation. 
The  scanner  to  digitize  the  docu- 
ments before  they  are  burned  onto 
the  optical  disks — Smith  had  custom- 
built  in  Japan.  When  Hitachi  finally 
came  up  with  a  desktop  laser  print- 
er— Smith  wanted  his  customers  to  be 
able  to  print  out  a  copy  of  whatever 
they  saw  on  their  screens— FileNet 
was  Hitachi's  first  U.S.  customer. 
Says  Smith,  "We  had  no  role  models, 
because  by  definition  role  models  are 
people  who  are  ahead  of  you." 

The  costs  of  being  a  role  model 
climbed.  Three  long  years  and  $30 
million  in  venture  money  after  start- 
ing FileNet,  Smith  shipped  his  first 
system,  to  Security  Pacific  Bank,  in 
March  1°K5.  He  had  broken  through 
the  horizon,  ahead  of  everyone.  Since 
then,  FileNet  has  sold  close  to  120 
systems    (priced    between    $500,000 


and  $1.5  million)  to  such  paperwork- 
intensive  customers  as  Chase  Man- 
hattan, Citibank,  Diners  Club,  Mer- 
rill Lynch,  the  U.S.  Air  Force  and  Nor- 
throp. Sales  for  fiscal  1987  (ending 
Dec.  31 )  were  in  excess  of  $50  million, 
profits  an  estimated  $4.8  million  (be- 
fore extraordinary  items). 

FileNet  raised  $25  million  from  the 
public  in  July,  at  $16  a  share.  Smith's 
new  shareholders  have  not  yet  gotten 
much  of  a  thrill.  The  stock  (there  are 
10  million  shares  outstanding)  went 
on  to  21,  but  recently  traded  at  11. 

But  Smith  himself,  with  some  4. 1  % 
of  the  stock,  is  worth  $4.5  million. 
This  paper  wealth  hasn't  turned  his 
head:  "My  wife  and  I  live  incremen- 
tally better,  but  we  still  have  both  feet 
on  the  ground.  I  did  buy  myself  a 
fancy  new  watch.  I  call  it  my  IPO 
watch." 

Successful  innovation  generates  its 
own  momentum.  Having  created  a 
market,  Smith  must  continue  to  re- 
fine his  product  as  opportunistic  ri- 
vals move  in.  These  range  from  nim- 
ble startups  like  EastTek  Corp.  of 
Pine  Brook,  N.J.  and  Plexus  Computer 
Inc.  of  Cupertino,  Calif,  to  slow  but 
heavily  capitalized  giants,  including 
Eastman  Kodak,  Wang,  3M  and  Bell  & 
Howell.  IBM  is  expected  to  enter  the 
business  in  the  next  few  years.  The 
Japanese,  too,  are  likely  to  appear  as 
prices  drop. 

Favoring  FileNet's  competitors  is 
the  growing  availabilty  of  off-the- 
shelf  jukeboxes  (built  by  Sony  and 
Hitachi)  and  powerful  workstations 
(from  Apollo  and  Sun  Microsystems). 
These  and  other  components  enable 
FileNet's  competitors  to  shortcut  the 
R&D  cycle  and  concentrate  on  soft- 
ware and  sales. 

By  1991  sales  of  document-image 
processing  systems  like  FileNet's  are 
expected  to  reach  over  $2  billion 
worldwide.  Much  of  the  growth  will 
likely  be  at  the  lower  end  of  the  price 
range.  To  meet  this  challenge,  Smith 
introduced,  in  April  1987,  a  $195,000 
system.  Kodak  and  Wang  sell  systems 
with  scanners  that  digitize  docu- 
ments already  on  microfilm  or  micro- 
fiche for  transfer  to  optical  disk; 
Smith  is  parrying  that  thrust,  too, 
with  his  own  scanner.  To  handle  over- 
seas sales,  25%  of  sales  last  year, 
Smith  has  recruited  Olivetti  to  mar- 
ket FileNet  systems  in  Europe. 

The  tough  race  will  continue  for 
Ted  Smith,  as  it  does  for  all  successful 
innovators.  Still,  Ted  Smith  is  a  happy 
man  today:  "We've  done  something 
significant  in  the  computer  industry 
and  created  a  solid  business."  Then  he 
laughs:  "We  showed  them,  didn't  we? 
And  made  a  bunch  of  money,  too."  ■ 
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Interesting  and  perhaps  surprising... 

1.  Name  the  tire  company  that  was  selected  as  the  radial  tire  supplier  for  the  prestigious 
1988  Lincoln  Continental. 

□  Bridgestone  □  General  □  Michelin 

[*4  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

2.  Name  the  tire  company  that  will  supply  all  the  radial  passenger  tires  to  be  used  by  the  Saturn  Corporation. 

□  Bridgestone  □  General  □  Michelin 

QQ  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

3.  Which  tire  company  supplies  the  most  radial  passenger  and  radial  light  truck  tires  in  North  America  to 
Ford  and  General  Motors  combined? 

□  Bridgestone  □  General  □  Michelin 

W  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

4.  Name  the  major  tire  supplier  to  the  new,  exciting  Corsica  and  Beretta  from  Chevrolet. 

□  Bridgestone  □  General  □  Michelin 

W  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

5.  Which  tire  company  supplies  the  majority  of  tires  for  light  trucks  produced  by  Nissan  Motor  Manufacturing 
Corporation  U.S.A.? 

□  Bridgestone  □  General  □  Michelin 

W  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

6.  When  Ford  Taurus  and  Mercury  Sable  were  introduced,  which  tire  company  was  the  one  approved  to  supply 
all-season  radial  passenger  tires? 

□  Bridgestone  □  General  □  Michelin 

SO  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

7.  Name  a  tire  company  that  was  selected  to  supply  standard  all-season  radial  tires  to  TOyota  Motor 
Manufacturing,  U.S.A.,  Inc. 

□  Bridgestone  □  General  □  Michelin 

W  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

8.  Name  the  tire  company  that  has  earned  a  total  of  7  coveted  Ford  Ql  and  General  Motors  SPEAR  1  quality 
awards  in  North  America. 

□  Bridgestone  □  General  □  Michelin 

SO  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

9.  Name  the  tire  company  that  has  achieved  the  largest  original  equipment  radial  light  truck  tire  share  in 
North  America. 

□  Bridgestone  □  General  □  Michelin 

SO  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

10.  Name  the  only  tire  company  to  win  the  prestigious  1987  "Supplier  Quality  Achievement"  award  from 
Nissan  Motor  Manufacturing  Corporation  U.S.A. 

□  Bridgestone  □  General  □  Michelin 

SO*  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

11.  Considering  the  above  10  facts,  which  tire  company's  performance  surprises  you  the  most? 

□  Bridgestone  □  General  □  Michelin 

□  Firestone  □  Goodyear  □  Uniroyal  Goodrich 

ftrestone 

Demanding  customers  choose  Firestone  tires... 
Shouldn't  you? 

1 987  The  Firestone  Tire  &  Rubber  Company.  Akron.  Ohio 
LINCOLN  CONTINENTAL.  TAURUS  and  SABLE  are  trademarks  of  Ford  Motor  Company   Reg   U.S.  Pat.  &  Tm.  Oft         CORSICA  is  a  trademark  o(  General  Motors  Corporation    Reg   U  S   Pat   &  Tm.  Off. 
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Nobel  house 

In  a  way,  the  kid  from  Philadelphia 
didn't  have  much  of  a  career 
choice.  "I  wasn't  any  good  at  math  or 
physics,"  says  Lawrence  Summers, 
"so  I  became  an  economist  after  all." 
It's  in  the  blood:  Both  of  his  parents 
are  economists,  and  his  uncles  are 
Nobel  laureates  Paul  Samuelson  (a 
brother  to  his  father)  and  Kenneth  Ar- 
row (a  brother  to  his  mother). 

This  year  Summers,  33,  one  of  the 
youngest  tenured  professors  in  Har- 
vard's economics  department,  is  "the 
hot  one."  His  views  are  aired  in  the 
Neu  York  Times,  Washington  Post,  Weill 
Street  Journal,  New  Republic  and  on  TV. 
And  he  has  two  books  coming  out. 
Yesterday's  "hot  one,"  MIT's  Lester 
Thurow,  is  old  hat. 

Summers  has  three  specialties:  tax- 


es, labor  and  the  market.  On  taxes,  he 
favors  them  not  only  as  revenue  rais- 
ers but  as  methods  of  directing  social 
and  economic  policy.  Recently  he's 
pushed  a  value-added  tax  and  a  tax  on 
securities  transfers — in  effect,  a 
Stamp  Act  for  Wall  Street.  On  labor, 
one  of  his  books  this  year  will  exam- 
ine the  consistently  high  unemploy- 
ment rates  in  well-to-do  societies.  On 
the  markets,  he  is  trying  to  prove  that 
the  market  is  unstable  because  of  the 
"irrational"  way  some  stock  investors 
behave,  meaning  they  don't  trade  on 
basic  information  about  their  compa- 
nies but  use  other  guidelines  such  as 
technical  yardsticks.  This,  he  says, 
contradicts  the  "efficient  market  hy- 
pothesis," which  holds  that  every 
stock  is  rationally  priced  at  all  times. 


I  Ian  <!■  s/  Laurence  Summers 

Rebuilding  the  Keynesian  view  of  how  the  economy  works. 


In  addition  to  teaching  and  writing, 
Summers  has  consulted  to  companies 
such  as  Eastman  Kodak  and  E.I.  du 
Pont  de  Nemours  on  the  effect  of  tax 
policies.  But  his  ultimate  ambition, 
he  says,  is  to  "rebuild  the  Keynesian 
view  of  how  the  economy  works." 
Right  now,  for  Lawrence  Summers, 
the  economy  is  working  fine:  He's 
won  the  1987  National  Science  Foun- 
dation award,  $500,000,  for  his  re- 
search and  insights,  which,  the  foun- 
dation said,  are  of  "fundamental  na- 
tional importance." — Laura  Jereski 


Hold  the  MSG 

For  health  food  nuts,  there's  no 
easier  target  than  McDonald's 
Corp.,  the  world's  biggest,  best- 
known  fast  food  retailer.  To  which 
McDonald's  now  seems  to  be  saying: 
Better  to  co-opt  than  to  confront.  Ex- 
ecutive in  charge  of  co-option,  Mi- 
chael Goldblatt,  director  of  new  prod- 
uct development  at  McDonald's  and 
director  of  nutrition  as  well. 

Is  the  latter  job  for  real?  Apparently 
so,  although  Goldblatt  is  a  one-man 
department.  At  Goldblatt's  recom- 
mendation, MSG  (monosodium  gluta- 
mate)  has  been  removed 
from  Chicken  McNuggets 
and  the  sodium  in 
McDonald's  hotcakes  has 
been  reduced  by  about 
one-third. 

"We  can  change  the  in- 
gredients with  one  ca- 
veat," he  says.  "We  can't 
change  the  taste  that  cus- 
tomers expect  from 
McDonald's."  McDon- 
ald's rejected  a  change  to 
pure  vegetable  oil  for 
cooking  its  french  fries  be- 
cause the  public  preferred 
the  existing  mixture  of 
vegetable  oil  and  beef  fat. 
But  substitutes  for  deep 
frying  are  being  sought; 
the  pizza  under  test  mar- 
keting is  now  baked  in- 
stead of  deep  fried. 

Goldblatt,  35,  who  has  a 
doctorate  in  nutrition  and 
a  law  degree,  both  from 
the  University  of  Califor- 
nia, Davis,  was  director  of 
consumer  nutrition  af- 
fairs at  General  Foods  be- 
fore joining  McDonald's 
in  1986. 

His  mandate  at  Mc- 
Donald's is  to  extol  the 
product  as  a  healthy  com- 
ponent of  a  well-balanced 
diet  while  improving  the 
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Introducing  Canon's  NP-3000  Custom  Series. 

For  Serious  Customers. 


Now,  choosing  the  right  copier  is  as 
sy  as  making  great  copies.  With  Canon's 
•w  NP-3000  Custom  Series. 

Four  full-featured  copiers  with  options 
it  let  you  customize  your  copying  per- 
mance  And  automatic  features  that  let 
u  perform  even  the  most  sophisticated 
>py  functions.  With  a  simple  touch. 

You  can  reduce  or  enlarge.  From  64% 
the  way  up  to  200%.  And,  by  adding 
3  optional  CD  unit,  you  can  access 
inon's  dual  color  copying  capability. 


Depending  on  the  copier  you 
choose,  you'll  find  advanced  features  like 
automatic  overlay  and  automatic  two- 
sided  copying.  Or,  a  versatile  Image  Editor 
that  lets  you  create  entirely  new  images 
right  on  the  copier.  Quickly  and  easily. 

What's  more,  you  can  opt  for  a 
recirculating  document  feeder  for  multiple 
two-sided  copies,  a  sorter  system,  even  a 
large  capacity  paper  deck. 

The  choice  is  yours.  Because  when 
you  choose  Canon,  you  get  a  copier 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  for  details  at  participating  Canon  dealers  and  retailers 
Available  only  m  US 


designed  for  your  specific  needs.  With 
guality  built  right  here  in  America,  at  our 
new  manufacturing  plant  in  Virginia. 

Canon's  NP-3000  Custom  Series 
copiers.  Serious  performance  for  serious 
customers. 

Canon 

PLAIN  PAPER  COPIERS 


NP 


3000^j£*SERIES 


For  more  information,  call  loll  free  1-800-OK  CANON.  Or  write  Canon  US  A  .  Inc .  PO  Box  5023.  Clifton.  N.J.  07015  ©  1988  Canon  U.S.A..  Inc. 
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McDonald's  Michael  Goldblatt 
Change  ingredients,  not  taste. 

nutritional   content — less  fat,   fewer 
calories — wherever  that  is  possible. 

With  20  million  customers  visiting 
McDonald's  outlets  in  46  countries 
each  day,  he  has  to  be  one  of  the  most 
influential  nutritionists  the  world  has 
ever  known.  "It's  not  to  say  what  we 
have  been  serving  for  the  last  32  years 
is  bad,"  he  says.  "But  as  new  informa- 
tion evolves,  it's  become  important  to 
make  changes.  In  those  cases, 
McDonald's  will  be  at  the  fore- 
front."— David  Snyder 


Too  old  to  frighten 

When  a  publisher  in  the  U.S.  takes 
on  the  President,  the  worst  that 
usually  happens  is  that  invitations  to 
White  House  dinners  stop  coming.  In 
India  things  are  different.  Ramnath 
Goenka,  B4,  who  runs  the  Indian  Ex- 
press chain  ot  newspapers  [15  editions 
in  English  and  several  Indian  lan- 
guages in  11  cities;  total  daily  newspa- 
per circulation:  1.1  million)  from 
headquarters  in  New  Delhi,  is  paying 
dearly  for  his  quarrel  with  the  ruling 
Gandhi  family. 

His  papers  were  sharply  critical  of 
Indira  Gandhi  during  the  1970s  and 
were  heavily  censored  when  she  sus- 
pended the  Indian  constitution  in 
1975-77.  More  recently  under  Raiiv 
Gandhi,  Indira's  son  and  current 
prime  minister,  tax  officers  have  raid- 
ed Goenka's  homes  and  offices  sever- 
al times.  On  the  pretext  that  he  vio- 
lated lot  al  building  codes,  the  govern- 
ment is  working  to  seize  his  huge 
headquarters  complex  in  New  Delhi. 

But  Goenka,  whose  empire  is  con- 


los 


servatively  valued  at  the  equivalent  of 
about  $200  million,  shows  no  sign  of 
bowing,  even  though  the  Delhi  edi- 
tion of  the  English-language  Express 
was  closed  for  weeks  by  strikes  proba- 
bly tied  to  his  fight  with  Gandhi. 

"I  believe  in  a  free  press — I  have 
fought  for  a  free  press  all  my  life,  and  I 
will  continue  to  fight  for  it,"  says  the 
diminutive,  charming  and  crafty  pub- 
lishing tycoon. 

Goenka's  relentless  campaign 
against  Indira  Gandhi  contributed  to 
her  political  downfall  in  the  1977 
elections.  He  attacks  her  son's  gov- 
ernment, charging  corruption  and  in- 
eptitude. The  Indian  Express  alleges, 
for  example,  that  Gandhi  protects  as- 
sociates who  profited  from  a  $1.3  bil- 
lion deal  for  155mm  howitzers  that 
India  signed  in  1986  with  the  Swedish 
defense  giant  A.B.  Bofors. 

Goenka  isn't  letting  his  age  get  in 
the  way  of  his  attack  on  Gandhi  and 
his  government.  "If  death  was  in  the 
cards,"  he  says,  "I'd  already  have  died 
by  now." — Pranay  Gupte 


World  class  at  last 

In  1983,  when  Thomas  Graham 
joined  U.S.  Steel,  the  steelmaking 
division  of  USX,  it  took  the  company 
10.8  man-hours  to  make  a  ton  of  steel. 
Today  it  takes  3.5  man-hours,  the 
highest  productivity  in  the  world. 
Even  the  hardworking  Koreans  need 
about  6  hours  to  make  a  ton,  says 
Graham,  now  USS'  president. 

That  climbing  productivity,  plus 
improving  demand  and  prices  (the  de- 
clining dollar  squeezes  the  imports, 
too),  have  worked  wonders.  USS  prob- 


/  s\  steelmaker  Thomas  Graham 

He  can  even  export  steel  now. 


Indian  publisher  Ramnath  Goenka 
Fighting  the  Gandhis  is  costly. 


ably  had  operating  earnings  of  nearly 
$250  million  in  the  last  half  of  1987 
after  years  of  losses.  Last  month  Gra- 
ham even  resurrected  the  company's 
export  unit.  "I  dismantled  that  divi- 
sion when  I  came.  But  the  world 
changed  and  we  will  change  with  it," 
he  says. 

Graham  put  USS  on  a  crash  diet, 
chopping  capacity  to  19  million  tons 
from  34  million,  and  getting  down  to 
20,000  employees  from  75,000.  "We 
have  learned  to  minimize  the  use  of 
high-cost  labor."  Mills  turning  out 
low-  or  no-profit  products  were 
closed.  The  number  of  rod  and  bar 
mills,  for  example,  went  from  11  to  2. 
"And  we  really  kicked  our  productivi- 
ty up  by  finding  ways  to  get  more 
shippable  steel  out  of  each  ton  of  liq- 
uid steel  we  produce,"  he  says. 

Graham,  61,  who  joined  Jones  & 
Laughlin  as  a  draftsman  40  years  ago 
and  worked  his  way  up  to  president 
before  joining  USS,  is  on  the  "short 
list"  as  a  potential  successor  to  USX 
Chairman  David  Roderick,  who  re- 
tires next  year. 

But  whether  he  moves  up  or  stays 
where  he  is,  Graham  does  not  plan  to 
add  steel  capacity.  "The  Japanese  and 
the  Europeans  are  recognizing  that 
building  steel  mills  to  reduce  unem- 
ployment is  a  scheme  with  limited 
benefits.  They  are  starting  to  reduce 
capacity  just  as  we  have  already' 
done,"  he  says.  "We  are  mindful  of 
the  150  million  to  200  million  tons  of 
excess  capacity  worldwide.  A  prudent 
businessman  would  not  add  to  capaci- 
ty without  seeing  some  stability  in 
the  marketplace." — Stanley  W.  Angrist 
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Where  do  we 
go  in  1988? 

For  a  copy  of  the  current  Merrill  Lynch  research  report  and  our 
views  about  what  lies  ahead,  call  now.  1-800-637-7455,  ext.  6300. 


Since  last  October's  market  decline,  a  number  of 
crucial  questions  remain  unresolved: 

What  will  happen  to  the  dollar  in  the  worlds 
markets?  And  how  will  that  affect  interest  rates? 
Will  consumers  exhibit  moderate  spending 
growth?  Or  will  sharply  curtailed  purchasing 
patterns  force  us  into  a  recession? 

Such  uncertainty  makes  it  more  important 
than  ever  for  you  to  have  a  reliable  source  of  ongo- 
ing advice— the  kind  of  information  essential  to 
profiting  from  the  opportunities  that  come  and  go 
in  a  changing  environment. 

Merrill  Lynch  can  be  that  reliable  source- 
beginning  with  our  latest  report  on  key  issues, 
drawn  from  the  considerable  strength  of  our 
research  sources.  Merrill  Lynch  research  covers 
more  than  1,600  equities  worldwide,  as  well  as 
bonds  of  550  municipal  and  375  non-government 
issuers  in  the  U.S.  And  we  provide  a  comprehen- 
sive umbrella  of  economic  research,  technical 
analysis  and  an  overall  asset  allocation  strategy  as 
background  for  our  specific  recommendations. 

Here,  briefly,  is  an  overview  of  what  our 
research  professionals  see  ahead  in  1988: 

Slow  growth  ahead 

Economic  growth  will  be  sluggish  at  best.  We 
see  real  GNP  growing  in  the  neighborhood  of  1.5% 
during  the  year. 

Sluggishness  may  be  particularly  noticeable  in 
the  corporate  earnings  environment.  After-tax  prof- 
its as  measured  by  the  Commerce  Department  are 
likely  to  rise  about  4%  next  year,  while  operating 
profits  remain  roughly  flat.  But  what  remains  espe- 
cially noteworthy  is  the  prospective  disparity  of  per- 
formance between  broad  sectors  of  the  economy. 

Search  for  strength 

The  strength  ahead,  relative  and  absolute, 
should  come  from  increased  exports.  Another  area 
of  vitality  is  business- equipment  spending,  where 


we  expect  nearly  a  5%  gain  in  real  terms  in  1988. 

That  would  mean  momentum  in  the  industrial 
area.  Export-oriented  capital  goods  and  technol- 
ogy industries,  aided  by  a  lower  dollar,  should 
enjoy  solid  gains  in  export  volume  and  relative 
healthy  earnings  advances.  In  a  period  that  war- 
rants caution,  we  believe  that  proper  group  selec- 
tion is  critical. 

The  outlook  for  bonds  is  quite  constructive  at 
today's  level  of  interest  rates.  We  view  many  high- 
quality  corporate  bonds,  treasuries  and  municipal 
issues  as  excellent  long-term  investments,  capable 
of  compounding  wealth  with  a  relatively  high 
degree  of  safety. 

Call  today  for  more  information 

You'll  find  more  details  in  the  current  issue  of 
our  research  report.  For  your  free  copy,  call 
1-800-637-7455,  ext.  6300  or  your  local  Merrill  Lynch 
office.  Or  return  the  coupon. 
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Mail  to:  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc. 
Response  Center 
P.O.  Box  550,  Somerset,  NJ  08875-0550 

□  Please  send  me  a  free  copy  of  the  latest  research  report. 
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Why  do  you  suppose? 


Only  2  magazines  in  the  United  States— both  weeklies 
with  twice  as  many  issues — carried  more  advertising  pages 
this  year  than  Forbes. 


Why  do  you  suppose? 


Advertisers  invested  more  tens  of  millions  of  dollars  in 
Forbes  than  ever  before. 


Why  do  you  suppose? 


Biweekly  Forbes  carried  hundreds  more  pages  of  advertising 
this  year  than  the  big  weeklies— People,  Sports  Illustrated,  Time, 
Newsweek,  U.S.  News,  New  York  Magazine,  The  New  Yorker. 


Why  do  you  suppose? 


Forbes  carried  more  than  three  times  as  many  ad  pages 
in  1987  as  it  did  in  1967.  Business  Week  in  1987  carried  several 
hundred  pages  less  than  it  did  twenty  years  ago. 


Why  do  you  suppose? 


For  the  13th  year  in  a  row,  Forbes  carried  more  advertising 
pages  than  Fortune. 


We're  happy  to  tellyou  why! 


Forbes  is  read  intensely  by  the  richest  and 
most  powerful  people  in  America.  One  out  of 
every  3  of  Forbes  735,000 

subscribers  is  .i  millionaire 

When  asked  m  1987 
by  Market  Facts  Inc.  which 
one  ot  the  three  major 
business  magazines  was 
their  favorite  46%  more  top 
lagement  in  Americas 

a st  companies  chose 

bes  over  Business  Week 
more  chose  Forbes 

r  Fortune. 


Forbes  offers 
for  reaching 


PAGE  RANKING  REPORT             Del   1987) 

PUBLICATION 

RANK 

PAGES 

BUSINESSWEEK 

1 

3.589  45 

TV  GUIDE 

2 

3  038  98 

FORBES 

3 

2.867  35 

VOGUE 

4 
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=  Wilshire  5000  equity  index' 
—  The  total  price  of  all  stocks  for 
~  which  daily  quotations  are 
~  available,  weighted  by  market  value 
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adjusted  to  reflect  splits. 
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12  month  closeup 
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January  in  December.  Wall  Street  lore  has  it  that  small 
stocks  get  pushed  down  by  tax-loss  selling  in  December 
but  then  surge  in  the  first  month  of  the  new  year.  This 
time  the  so-called  January  effect  came  a  little  early.  In  the 
last  two  trading  weeks  of  December,  Amex  and  Nasdaq 
issues  rose  3.7%  and  3.4%,  respectively.  The  overall  mar- 
ket, as  measured  by  the  Wilshire  index,  gained  only  1 .8% . 
Have  small  stocks  already  used  up  their  potential  Janu- 


ary gains?  Perhaps  not.  Even  with  their  last-minute  surge, 
secondary  stocks  finished  the  year  behind  primary  issues. 
In  1987  Nasdaq  stocks  declined  5.3%,  while  Amex  shares 
were  off  1.1%.  The  Wilshire  index  lost  only  0.7%,  while 
the  Dow  30  shows  a  2.3%  gain.  At  year-end  1986  the 
Dow's  P/E  against  trailing  earnings  was  13.8,  vs.  17.8  for 
the  Wilshire  index.  At  the  end  of  last  year  the  Dow  P/E 
was  15,  compared  with  15.9  for  the  Wilshire  index. 


Closeup  On  the  Equity  Markets 


1 
Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

9.3 

8.8 

9.1 

8.8 

10.1 

10.6 

in  last  52  weeks 

-0.7 

0.1 

2.3 

-0.3 

-1.1 

-5.3 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility5 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

10.6 

5.6 

7.4 

3.5 

13.5 

5.3 

1.5 

11.2 

10.3 

6.3 

9.8 

5.7 

in  last  52  weeks 

2.1 

10.6 

17.0 

6.3 

-2.1 

-6.9 

-6.1 

25.9 

21.5 

0.4 

2.1 

7.4 

'Wilshire  index  reflects  price  performance  It  differs  slightly  from  market  value  ut  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Bascd  on  sales. 
A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable.  4A  quantitative  evaluation  of  a  stock's 
growth  image,  determined  by  Wilshire  Associates. 

Shells  l>ell 

Note:  All  data  for  periods  ending  12/31/87.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Good-bye  cheap  oil?  The  early  December  oil  price  decline 
may  not  last:  Quotes  stabilized  by  year-end.  In  the  last 
two  weeks  the  energy  group  rose  3.2%  and  scored  a  first- 
place  tie  with  capital  goods.  The  best  energy  stock  was 
Phillips  Petroleum,  which  rose  nearly  35%  in  two  weeks. 
Laurence  Tween,  an  oil  analyst  with  Kidder,  Peabody, 
notes,  "Phillips  rose  on  speculation  that  it  might  become 


a  target  for  Pennzoil.  With  $3  billion  in  cash  from  Texaco, 
Pennzoil  is  reportedly  looking  to  acquire  additional  re- 
serves." Tween  thinks  that  Phillips,  recently  trading  at 
14,  has  a  breakup  value  of  about  $21  a  share. 

Energy  was  one  of  six  sectors  that  beat  the  Wilshire 
index  last  year.  A  15.8%  drop  in  finance  stocks  and  8.6% 
drop  in  utility  issues  pulled  down  the  overall  market. 


Percent  change  in  last  52  weeks   "O-tO   Percent  change  in  last  2  weeks 
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Consumer  nondurables  and  services 
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Energy 
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Technology 
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Utilities 
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What  the  Analysts  Think 


Finance  looks  cheap — at  first  glance.  Finance  stocks  are 
priced  .it  only  6.7  rimes  estimated  1988  earnings,  while 

the  Forbes  Sales  500  has  an  estimated  multiple  of  10.1. 


But  security  analysts  have  been  slashing  their  1988  fore 
casts  for  the  finance  group.  If  this  keeps  up,  the  group  may 
not  be  such  a  bargain. 


Forcing  the  . 

Forbes  Sales 

500 

Performance 

period 

Average 

earnings  per 

share 

P/E 

Litest  12  months 
1988  estimates 
I'W)  estimates 

S2.41 
3.60 

NA 

15.0 
10.1 

NA 

Rank  based  on 
change  in  estimate 

ScCtM 

1  Miniated  1987 
EPS              P/E 

%  change  in  1987  estimatt 
in  2  weeks       in  4  weeks 

l                     Kj»  munlili 

$2.85 

11.3 

0.31% 

0.75% 

2 

Utilities 

3.06 

9.1 

-0.03 

-0.29 

3 

Tecbnolofl 

2.94 

11.1 

-0.10 

-0.57 

4 

t  unsumer  nondurables 

2.59 

11.9 

-0.26 

-0.65 

5 

Energy 

1.00 

11.8 

-0.28 

-0.85 

6 

Capital  goods 

2.50 

14.1 

-0.90 

-1.89 

7 

transportation 

2.53 

11.4 

-1.19 

-3.47 

8 

Finance 

3.69 

6.7 

-1.68 

-2.95 

9 

Consumer  durables 

4.06 

11.8 

-1.87 

-3.36 

lectiona  ire  capitalization  weighted  conaenaua  estimates  from  ova  2,000  teenritj  analysts  Data  sie  compiled  and  updjuil  continually  by  the  lnsnannm.il  Hrokci 
item  nil  si  i  service  of  Lynch  lanes  &  Ryan  s  New  York-based  brokerage  lirm 
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UJM 


It  started  in  an  IBM  lab  in  Zurich,  Switzerland. 
Who  knows  where  it  will  stop? 


In  January  1986,  two  IBM  scientists,  J.  Georg  Bednorz  and 
K.  Alex  Miiller,  ended  a  long  quest.  They  discovered  a  whole  new  class 
of  superconducting  materials,  represented  by  the  formula  above. 

Their  breakthrough  sparked  enormous  activity  in  an  area  of  research 
most  scientists  had  abandoned  as  hopeless. 

Today,  researchers  at  IBM,  and  throughout  the  world,  are  expanding 
on  what  these  two  started.  And  although  no  one  can  be  sure  where 
superconductor  research  will  lead,  there  is  potential  for  advances  in 
everything  from  computers  to  medicine. 

In  October  1987,  just  21  months  after  their  breakthrough,  Bednorz 
and  Miiller  were  chosen  to  receive  the  Nobel  Prize  in  Physics. 

Naturally,  were  proud  of  these  two  scientists,  just  as  we  are  of  the  two 
IBM  scientists  who  won  the  1986  Nobel  Prize  in  Physics. 

Providing  a  climate  that  fosters  achievements  like  these  has  always 
been  important  at  IBM.  After  all,  advances  of  this  magnitude  do  more 
than  contribute  to  a  company.  They  contribute  to  the  world.  ==Fj=^jjp* 


SCopyrigM  IBM  Corporate  1986 


The  Funds 


You  can  buy  a  Third  World  fund  to  propa- 
gate capitalism  or  to  get  rich.  Either  way, 
you  may  be  disillusioned. 

Spreading 
the  faith 


By  Ruth  Simon 


F|unu  manager  J.  Mark  Mobius 
scours  the  world  for  investment 
opportunities.  "I  go  to  any  coun- 
try that  will  have  me,"  says  Mobius, 
51,  the  Hong  Kong-based  manager  of 
Templeton  Emerging  Markets  Fund. 
The  brainchild  of  noted  investment 


manager  John  Templeton,  the  closed- 
end  fund  raised  $107  million  from 
investors  last  February. 

It  was  a  plausible  endeavor.  Poor 
nations  must  have  capital,  especially 
equity  capital,  if  they  are  to  raise  their 
citizens  from  poverty.  At  the  same 
time,  the  suppliers  of  capital  should 
do  pretty  well  for  themselves.  In  a 


Alan  Dorow.  Arvhi 


/  merging  Markets  Fund  Manager  J  Mark  Mobius 
It  will  be  a  while  before  original  investors  emerge  with  a  profit. 


nation  starved  for  capital,  the  first 
dollop  of  machinery  or  electricity  can 
produce  enormous  returns. 

But  the  first  year  has  been  disen- 
chanting, for  both  Mobius  and  his  in- 
vestors. Country  after  country  that  he 
has  looked  at  maintains  barriers  to 
foreign  equity  capital. 

Mexico,  drowning  in  debt,  allows 
foreigners  to  buy  only  a  special  class 
of  shares  that  are  less  liquid  and  trade 
with  fatter  bid/ask  spreads  than  the 
shares  most  Mexican  investors  buy. 
"Considering  it's  so  close,  [the  Mexi- 
can stock  market]  is  surprisingly  hard 
to  get  into,"  says  Gary  Hufbauer,  pro- 
fessor of  international  finance  at 
Georgetown  University. 

Colombia  and  Venezuela  won't  let 
Templeton  Emerging  Markets  invest 
at  all,  Mobius  says.  Chile,  blissfully 
unaware  of  the  significance  of  liquid- 
ity to  the  cost  of  capital,  requires 
shares  to  be  held  a  minimum  of  three 
years.  Brazil  makes  foreigners  pur- 
chase stocks  through  special  "condo- 
minium funds,"  which  boost  com- 
mission costs. 

"Ironically,  we  have  all  these 
emerging  nations  that  need  capital 
and  need  knowhow.  Then  they  set  up 
laws  to  prevent  that  capital's  entry," 
Mobius  says.  "We  have  a  list  of  80 
countries"  designated  as  "emerging 
markets"  by  the  World  Bank.  "It 
looks  great.  But  there  are  only  1 1  or  12 
we  can  directly  invest  in." 

Mobius  knew  what  he  was  getting 
into.  But  investors  have  been  thor- 
oughly disappointed.  Templeton 
Emerging  Markets  recently  traded  on 
the  American  Stock  Exchange  at  $6 
per  share,  40%  below  its  initial  offer- 
ing price  of  $10  per  share  and  20% 
below  its  net  asset  value  of  $7.52. 

This  isn't  Mobius'  first  crack  at  mon- 
ey management.  A  New  York  native 
who  has  lived  in  the  Far  East  for  more 
than  15  years,  he  managed  the  first 
mutual  fund  to  invest  in  Taiwan,  the 
International  Investment  Trust  Co. 
Ltd.'s  Taiwan  R.O.C.  Fund.  His  latest 
job  puts  him  at  the  cutting  edge  of 
Templeton's  international  approach. 

"For  47  years  we've  been  helping 
our  clients  buy  all  over  the  world," 
Templeton  himself  explains.  "But 
that  really  meant  [buying  in]  12  coun- 
tries. We  realized  we  could  have  pro- 
duced an  even  better  record  if  we 
could  have  bought  equities  in  nations 
where  (investing]  is  more  difficult." 
Lack  of  competition  is  one  attraction, 
Templeton  says.  The  other  attraction 
is  the  emerging  nations'  superior 
growth  rates. 

Since  joining  Templeton,  Mobius 
has  circled  the  globe  three  times,  trav- 
eling from  Chilean  mines  to  Malay- 
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Relaxing 
Atmosphere 


She  travels  through  the  high-pow- 
ered world  of  business,  demanding 
a  precision  performance  of  herself 
and  of  the  airlines  she  flies — with  no 
delays  and  no  cancellations. 

This  is  the  kind  of  performance  she 
can  rely  on  aboard  aircraft  pow- 
ered by  CFM56  engines.  These 
are  proven,  advanced  technology 
powerplants,  with  a  dispatch  relia- 
bility record  of  better  than  99.9%. 
It's  impressive  to  her,  and  especially 
to  our  more  than  70  airline  custom- 
ers that  span  the  globe. 

CFM56  engines  are  world  class. 
We  didn't  get  there  by  putting  our 
feet  up  and  relaxing.  That's  why 
your  passengers  can. 


cf  m  Q  international 


T   COMPANY   OF   SMCM* 


»C£    1KB   GENERll   UECTH1C   COWP" 


sian  palm  oil  and  rubber  plantations. 
Those  travels,  plus  a  staff  of  three 
analysts,  help  explain  why  the  fund's 
expenses  are  running  at  a  steep  1.67% 
of  assets  annually. 

But  for  all  that  effort  and  expense, 
Emerging  Markets'  portfolio  is  less 
exotic  than  its  strategy  suggests. 
Twenty-five  percent  of  the  fund's 
holdings  are  Hong  Kong  companies, 
while  another  20%  trade  not  in  Mali 
or  Morocco  but  on  the  London  stock 
exchange.  Two  companies,  Ampal 
and  Universal  Matchbox,  can  even  be 
bought  in  the  U.S. 

Emerging  Markets'  broad  mandate 
allows  Mobius  to  invest  in  any  com- 
pany that  receives  at  least  half  its 
revenues  from  countries  on  the 
emerging  markets  list.  Mobius  him- 
self prefers  diversified  multinationals 
that  have  been  around  for  years.  In- 
vesting in  emerging  markets,  he  says, 
provides  better  returns  when  you 
don't  invest  in  emerging  companies. 
"You  end  up  with  a  lot  of  former 
colonial  companies.  Maybe  we  should 
call  it  the  Colonial  Emerging  Markets 
Fund,"  he  iokcs. 

Mobius'  portfolio  includes  Britain's 
Lonhro  Pie.,  whose  more  than  800 
subsidiaries  operate  in  some  80  coun- 
tries, and  Ocean  Wilsons  (Holdings) 
1'lc,  which  runs  a  large  tugboat  ser- 
vice in  Brazil.  He  also  likes  Hong 
Kong  companies  such  as  Swire  Pacific 
Ltd.,  whose  holdings  include  Cathay 
Pacific  Airways.  These  companies,  he 
says,  are  a  bet  not  just  on  the  Hong 
Koiik  market  but  also  on  China, 
which  regains  sovereignty  over  the 
island  in  1997. 

1  he  fund's  large  Hong  Kong  hold- 
ings however,  have  pulled  its  perfor- 
mance down.  Shares  of  its  Swire  Pa 
Cific  lost  )6%  of  its  value  in  October, 
while  Sun  Hung  Kai  Properties  Ltd  a 
Hong  Kong  developer,  lost  55%.  The 
crash  also  widened  the  gulf  between 
Emerging  Markets'  net  asset  value 
and  its  price,  from  7.5%  on  Oct.  15  to 
a  recent  20%. 

Mobius,  who  was  traveling  in  Chi- 
na when  the  market  tell,  refers  to 
the  decision  to  close  the  Hong  Kong 
StO<  k  exchange  tor  the  tour  days  that 
folic  'red  black  Monday  as  "a  step 
backward  and  a  big  mistake."  The 
decision  was  not  of  the  same  order 
as  a  ban  n  foreign  capital,  ot  course 
but  any  limit  to  liquidity  is  an  obsta- 
cle lx :  th<  sources  of  capital 
and  the  um 

The  news  is  not  .ill  bad  "One  ot  the 
most  heartening  things  is  that  govern- 
ment intervention  is  on  the  wane," 
says  Mobius.  "The  belief  in  pnv.ite 
initiative,  that's  what's  coming  up." 
It  can't  happen  too  soon   ■ 


Statistical  Spotlight 


These  stocks  are  bargains — //  they  meet 
their  earnings  forecasts  or  even  come  close. 

Bargains — if 


By  Steve  Kichen 


'eltdown  Monday  took  the 
market — as  measured  by  the 
iWilshire  index — down  from 
21  times  trailing  earnings  to  about  16. 
That  may  be  no  screaming  bargain  in 
historical  terms,  but  stocks  look 
cheaper  when  measured  against  1988 
projections.  The  Forbes  Sales  500,  for 
example,  go  for  an  average  ten  times 
expected  1988  earnings. 

A  lot  of  good  stocks  sell  for  even 
less  than  this.  With  1988  expectations 
as  the  criterion,  what's  cheapest  now? 
The  table  lists  45  stocks,  all  going  for 
less  than  eight  times  consensus  fore- 
casts of  earnings.  Forecasts  come 
from  Lynch,  Jones  &  Ryan's  Institu- 
tional Brokers  Estimate  System. 

The  biggest  risk  here  is  the  endemic 
optimism  of  stock  analysts.  Although 
earnings  estimates  have  been  coming 
down  in  the  past  several  months,  says 
Stan  Levme,  vice  president  of  Lynch, 
[ones,  they  still  do  not  signal  a  general 
expectation  of  a  recession.  Levine 
himself  is  rather  bullish:  "We  still 
look  for  decent  growth,  but  at  a  slow- 
er rate  than  before  the  crash." 

To  develop  this  list  we  screened  for 
stocks  that  had  both  estimated  1988 
P/Es  less  than  eight  and  forecasts  of  at 
least  20%  earnings  growth  in  1988. 
We  also  required  a  market  capitaliza- 
tion of  at  least  S100  million  and  fore- 
casts from  at  least  three  analysts.  We 
eliminated  companies  where  the  esti- 
mates had  been  cut  by  more  than  6% 
over  the  last  three  months.  (Since  ana- 
lysts are  timid  at  first  in  owning  up  to 
earlier  overoptimism,  a  downward 
trend  in  a  forecast  may  be  the  start  of 
a  slippery  slope  I 

What  looks  particularly  cheap?  In- 
surance stocks  have  been  driven 
down  by  a  year  of  growing  price  com- 
petition. Kemper  and  Zenith  National 
sell  at  less  than  six  times  estimated 
Wss  earnings,  hour  banks  are  listed 


here.  Troublesome  foreign  loans  help 
explain  the  low  multiples  on  Comer- 
ica  and  National  City. 

Hovnanian  Enterprises,  a  builder, 
and  ARX,  a  firm  that  makes  mechani- 
cal and  electronic  products  for  the 
military  and  aerospace  industries, 
were  listed  in  the  200  Best  Small 
Companies  in  America  (Forbes,  Xor. 
76,  7987).  Why  are  investors  spurning 
them  now?  Because  of  uncertainties 
about  the  housing  market  and  the 
military  budget.  The  analysts,  howev- 
er, are  united  in  praising  these  compa- 
nies: The  "confidence  factor,"  mea- 
suring the  degree  to  which  the  differ- 
ent estimates  agree  with  one  another, 
is  high  for  both  these  companies. 

A  big  note  of  caution:  Analysts  are 
perennially  optimistic — spotting 

merchandise  they  can  feed  their  bro- 
kers is,  after  all,  what  their  business  is 
all  about. 

This  overoptimism  shows  clearly 
when  you  turn  back  to  a  list  of  compa- 
nies we  selected  last  year — those  with 
large  earnings  gains  expected.  To 
sample  IBES'  forecasting  skills,  we  re- 
cently checked  up  on  24  of  these  com- 
panies— all  the  ones  with  "average" 
confidence  factors.  Did  the  group  de- 
liver? Not  as  much  as  was  expected.  A 
portfolio  consisting  of  one  of  each  of 
these  24  shares  should  have  earned  a 
total  of  $55  in  1987.  Now  it  seems 
that  actual  results  will  be  closer  to 
S35.  That's  not  just  a  margin  of  er- 
ror— it's  a  huge  error. 

This  optimistic  bias  on  the  part  of 
analysts  strengthens  the  case  for  low- 
P/E  investing,  since  low-P/E  stocks 
have  more  room  to  withstand  an  earn- 
ings disappointment  than  high-P/E 
stocks.  A  company  with  a  projected 
P/E  of  six  may  still  be  a  pretty  good 
buy  even  if  the  earnings  come  in  a  bit 
lower  than  expected.  A  stock  like  this 
has  some  insurance  on  the  downside 
even  if  the  analysts  are  dead  wrong 
about  its  earnings  gains. 
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Elbow 

room 

Why  buy  stocks  with  low  price-to-earnings  ratios?  Be- 
cause they  leave  room  for  earnings  disappointments. 
These  45,  for  example,  sell  for  less  than  eight  times  the 

money  they  are  projected  to  earn  in  1988,  vs.  an  average 
ten  for  the  Forbes  Sales  500.  They  can  be  good  buys 
even  if  the  analysts  prove  to  be  a  little  too  optimistic. 

Company/business 

Recent 
price 

Ea 

mings  per  share- 
1988 
est 

Estimated 

%                     1988 
change                  P/E 

1987 
est 

number 

confidence 
factor 

Roper/appliances 

15  to 

$2. 12a 

S3. 17 

50%                  4.8 

5 

high 

Hovnanian  Enterprises/home  building 

7% 

1.27 

1.61 

27                      4.9 

4 

high 

Galaxy  Carpet  Mills/carpeting 

11% 

1.72a 

2.32 

35                      5.1 

3 

average 

Zenith  Natl  Insurance/insurance 

15% 

2.18 

2.89 

33                      5.4 

5 

high 

Kaufman  &  Broad/home  building,  life  ins 

12% 

1.83 

2.33 

27                      5.5 

3 

very  high 

Kemper/insurance 

20% 

3.14 

3.77 

20                      5.5 

15 

average 

FHP  Intl/HMO 

57/8 

0.55a 

1.03 

87                      5.7 

3 

high 

CMS  Energy/electric  utility 

13 

1.85 

2.33 

26                      5.7 

23 

average 

Gotaas  Larsen/shipping 

21  Vt 

2.71 

3.67 

35                      5.8 

3 

average 

Northrop/aerospace 

25 

2.29 

4.18 

83                      6.1 

21 

low 

Circuit  City  Stores/electronics  retail 

17% 

2.27 

2.90 

28                      6.1 

15 

average 

Primerica/financial  svcs,  spec  retail 

24Vi 

3.19 

3.91 

23                      6.2 

9 

average 

Beeba's  Creations/women's  apparel 

7% 

1.01a 

1.25 

24                      6.2 

4 

average 

FFB/bank  holding 

11 

1.48 

1.80 

22                      6.3 

3 

low 

Comerica/bank  holding 

5  7  Va 

6.02 

8.84 

47                      6.5 

10 

high 

NIPSCO  Inds/electric  &  gas  utility 

8V4 

0.84 

1.31 

56                      6.5 

21 

low 

T  Rowe  Price  Assocs/mutual  funds 

20% 

2.53 

3.10 

23                      6.5 

5 

average 

Kinder-Care/day  care  centers 

8% 

0.98 

1.32 

35                      6.5 

5 

low 

St  Paul  Cos/property  &.  casualty  ins 

44  Vi 

5.66 

6.80 

20                      6.5 

26 

average 

ADVO-System/direct  mail  advertising 

6  V* 

0.45a 

0.95 

111                      6.6 

4 

low 

GenCorp/aerospace,  plastics 

21 

1.74 

3.12 

79                      6.7 

11 

average 

Cherokee  Group/women's  apparel 

7% 

0.84 

1.15 

37                      6.7 

7 

average 

Dixie  Yarns/yarn 

16'/2 

2.03 

2.44 

20                      6.8 

5 

very  high 

Shaw  Industries/carpeting 

14% 

1.70a 

2.18 

28                      6.8 

7 

low 

National  City/bank  holding 

28  Vi 

2.99 

4.12 

38                      6.9 

22 

high 

Republic  American/workers'  comp  ins 

12% 

1.40 

1.85 

32                      7.0 

6 

high 

Rohr  Inds/aerospace 

15% 

1.53a 

2.28 

49                      7.0 

7 

low 

Fidelcor/bank  holding 

34 1/2 

3.47 

4.91 

41                       7.0 

12 

average 

Mohasco/furniture  &  carpeting 

15  ?/4 

1.74 

2.23 

28                      7.1 

8 

high 

Ply-Gem  Inds/building  materials 

10% 

1.23 

1.48 

20                      7.2 

4 

high 

WTD  Inds/forest  prods 

IS'  j 

1.74 

2.15 

24                      7.2 

3 

average 

ARX/electronics 

7Vt 

0.74a 

0.98a 

32                      7.3 

3 

high 

Archive  Corp/comptr  crtrdge  tape  drives 

6% 

0.55a 

0.89 

62                      7.3 

6 

low 

Natl  Heritage/nursing  homes 

5% 

0.44a 

0.77 

75                      7.3 

4 

high 

Ultimate/computer  equip 

20 

2.21 

2.78 

26                      7.3 

3 

very  high 

Southwest  Gas/natural  gas 

20  V* 

2.26 

2.71 

20                       7.5 

4 

low 

Hospital  Corp  of  Am/hosps  &  hosp  mgmt 

30 

3.11 

4.06 

31                       7.5 

31 

average 

20th  Century  Inds/auto  &  homeowner  ins 

17% 

1.76 

2.38 

35                      7.5 

8 

low 

Flexsteel  Inds/furniture 

9'/2 

0.93a 

1.25 

34                      7.6 

4 

high 

Commodore  Intl/microcomputers 

7 

0.71a 

0.92 

30                      7.6 

4 

low 

Alcan  Aluminium/aluminum 

26% 

2.62 

3.50 

34 

40 

low 

Stone  Container/packaging 

36% 

3.71 

4.77 

29                      7.7 

13 

average 

Toro/lawn  mowers 

14% 

1.52a 

1.84 

21 

5 

average 

Union  Carbide/chemicals 

21% 

2.19 

2.71 

24                      7.8 

21 

average 

Tech  for  Commun/elctrncs,  aerospace 

14*4 

1.42a 

1.80 

27                      7.8 

3 

average 

a:  First  EPS  is  actual  for  fiscal  198".  second  is  estimate  for  fiscal  1988. 

Source:  Ttx'  Institutional  Brokers  Estimate  System  (IBES).  a  senice  of  Lynch,  Jones  &  Ryan. 

-      ■ 

via  Lotus  Information  Services. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  dc  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
lar^c,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303 B9 
Ft.  Garland,  CO  81 133. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


The  gloom  and  doom  about  municipal 
bonds  concerns  the  salespeople  more 
than  it  does  the  investor.  These  are  still 
good  buys. 

BUY  AND  HOLD 


hamburger  stands,  department 
stores  and  porno  theaters. 

Working  against  the  investor  ben- 
efit of  a  smaller  volume  of  offerings 
will  be  reduced  demand  from  some 
traditional  buyers.  Casualty  insur- 
ance companies  are  being  hit  with 
new  limits  on  deductions  that  effec- 
tively make  tax-exempt  income 
partly  taxable  for  them.  Commer- 
cial banks  are  also  being  penalized 
for  owning  munis.  Banks  aren't 
buyers  anymore. 

On  balance,  supply  and  demand 
are  now  in  equilibrium,  with  yields 
on  AA-  and  A-quality  munis  due  in 
20  years  about  a  point  less  than  on 
taxable  Treasurys  of  similar  maturi- 
ty. The  AA  will  pay  about  8%.  A 
general  obligation  from  AAA-rated 
Tennessee  pays  7.4%  to  maturity, 
while  someone  who  takes  a  chance 
on  a  BBB  quality  Philadelphia  GO 
gets  about  8.2%.  As  1988  wears  on 
and  the  economy  weakens,  interest 
rates  should  fall  a  bit,  and  muni 
bonds  will  do  well. 

As  1987  ended,  10-year  AAA- 
quality  general  obligations  were 
priced  to  yield  74%  of  similar  quali- 
ty taxable  issues.  Over  the  past  12 
months  this  ratio  has  been  as  high 
as  86%,  says  Salomon  Brothers' 
weekly  bond  market  report.  For  30- 
year  prime  tax-frees,  the  yield  is 
88%  of  that  on  taxables,  down  from 
a  high  of  96%. 

There's  a  reason  for  high  yields  on 
long  munis.  Someone  who  buys  a 
muni  is  at  the  same  time  selling  a 
call  option  back  to  the  issuer  of  the 
muni.  That  is,  the  issuer  can  call 
the  bond  in  (buy  it  back  at  close  to 
face  value)  if  interest  rates  swing 
way  down.  This  call,  typically  exer- 
cisable starting  about  10  years  after 
issuance,  is  far  more  valuable  for  a 


A  number  of  recent  municipal  bond 
market  analyses  have  come  out 
stating,  in  effect,  that  the  tax-free 
market  will  not  be  good  or  "will  not 
be    significantly    better"    than    in 

1987.  Don't  be  frightened  by  the 
rhetoric. 

The  authors  of  these  dealer-origi- 
nated analyses  are  confusing  their 
own  interests  with  those  of  their 
customers.  True,  those  who  live  off 
commissions  may  suffer  a  drop  in 
volume.  And  in-and-out  investors 
will  suffer  round-trip  markups  of 
3%  to  5%.  But  buyers  at  today's 
yields  who  hold  for  the  intermedi- 
ate to  longer  term  will  get  nice  af- 
tertax returns. 

One  plus  for  investors  is  that 
there  won't  be  any  flood  of  new 
issues  this  year  to  depress  prices. 
Kidder,  Peabody  Municipal  Securi- 
ties Group  projects  an  $80  billion  to 
$85  billion  new  issue  volume  in 

1988,  down  from  $95  billion  in  1987 
and  more  than  double  that  level  in 
1985.  The  1986  tax  act  eliminated 
many  private  purpose  tax-exempts 
and  imposed  state-by-state  volume 
limits  on  other  revenue  bonds.  The 
calendar  of  offerings  will  emphasize 
issues  to  pay  for  roads,  sewers,  jails 
and  schools.  Gone  are  the  bonds  for 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


30-year  bond  than  for  a  15-year 
bond.  Some  issues  arc  subject  to  bad 
faith  calls,  that  is,  redemption  prior 
to  first  call  date  on  some  flimsy,  but 
legal,  excuse.  Thus,  yields  on  long 
bonds  have  to  be  rich  to  compensate 
bond  buyers.  Treasury  bonds,  in 
contrast,  with  the  exception  of 
some  30-year  bonds  callable  in  25 
years,  are  not  callable  prior  to  matu- 
rity. The  U.S.  Treasury  no  longer 
issues  callable  bonds. 

The  big  hazard  with  munis?  Infla- 
tion, of  course,  which  can  reduce 
the  ultimate  value  of  the  principal 
to  almost  nothing.  Swings  in  inter- 
est rates  such  as  we  have  witnessed 
for  many  years  can  be  costly  to  an 
investor  who  needs  to  sell  his  bonds 
at  a  time  when  rates  are  higher  than 
when  he  bought  them. 

Here's  another  risk:  Tax  law 
changes.  Congress  was  seriously 
considering  a  proposal  to  tax  annu- 
ally the  appreciation  to  par  of  mu- 
nicipal bonds  purchased  in  the  sec- 
ondary market  at  a  discount.  While 
this  ill-considered  move  was  strick- 
en from  the  tax  bill  in  mid-Decem- 
ber, the  mere  threat  depressed 
prices  on  low-coupon  bonds.  With- 
out the  tax  change,  these  discount 
issues  are  good  buys,  since  yield  to 
maturity  is  often  quite  attractive 
and  the  risk  of  early  call  is  negligi- 
ble (no  one's  going  to  call  your  bond 
at  100  if  it's  trading  at  73). 

Munis,  clearly,  are  not  risk-free. 
Nothing  is.  If  any  salesman  tells 
you  they  are,  tell  him  to  get  lost — 
you  don't  want  to  buy  merchandise 
from  him.  And  watch  out  for  sales- 
men offering  way-above-average  re- 
turns: Remember  Whoops? 

But  with  all  these  caveats,  munis 
offer  aftertax  return  for  anyone  in 
the  maximum  bracket  that  beats 
anything  else  in  the  fixed-income 
field — except  maybe  for  the  junk- 
iest  of  junk  bonds. 

New  York  State  residents  willing 
to  reach  a  bit  for  higher  yield  and 
freedom  from  New  York's  burden- 
some state  income  taxes  might  con- 
sider New  York  State  Medical  Care 
Facilities  Finance  Agency  for  Cath- 
olic Medical  Center,  FHA  guaran- 
teed, 8.3%,  AA-rated  bonds  due 
2022  at  a  slight  price  premium  to 
yield  8.1%.  Out  of  New  York?  An 
AA  revenue  bond  from  Intermoun- 
tain  Power  Agency,  a  Utah  electric 
utility,  yields  8.2%  to  call  date.  If 
8%  and  change  doesn't  knock  you 
off  your  chair,  remember  this:  Mon- 
ey invested  tax-free  at  8%  doubles 
every  9  years.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


There  are  good  values  in  stocks,  but  the 
wise  investor  will  emphasize  liquidity, 
and  diversify  among  financial  assets. 

TAKING  STOCK 


year  through  the  crash.  Investors 
buying  large  value  stocks  and  diver- 
sifying along  these  lines  came 
through  the  crash  with  a  nice  re- 
turn for  the  year. 

The  same  is  true  of  the  large  ma- 
jority of  pension  funds,  most  of 
which  had  similar  stock-to-bond  ra- 
tios. A  good  number  also  invested  in 
foreign  markets,  which  were  sharp- 
ly higher  last  year  and  whose  gains 
were  accentuated  significantly  by 
the  falling  dollar. 

The  critical  lesson  was:  Put  your 
financial  eggs  into  many  different 
baskets  Although  the  crash  was  se- 
vere, most  investors  survived  it  far 
better  than  any  in  history.  Diversifi- 
cation of  assets  was  a  major  reason. 

A  second  important  trend  I  see 
developing  from  the  crash  is  for  in- 
vestors to  emphasize  far  more  li- 
quidity in  the  stocks  they  own.  The 
virtual  collapse  of  bids  and  offers  in 
the  over-the-counter  market  on 
Black  Monday  brought  home  dra- 
matically that  investing  in  illiquid 
stocks  is  a  lot  riskier  than  investing 
in  highly  liquid  stocks.  Sure  values 
may  check  out  brilliantly  on  paper, 
but  you  can  sell  large  positions  only 
when  enthusiasm  tor  small  stocks 
runs  high. 

Phones  in  many  o-t-c  houses  rang 
unanswered  that  day,  and  stocks 
that  normally  trade  50,000  or 
100,000  shares  daily  showed  mar- 
kets of  100  by  100  (the  market  mak- 
er would  buy  or  sell  only  100  shares, 
the  minimum  he  is  required  to 
tradel.  People  with  maior  holdings 
in  small  caps  were  stunned  as  they 
watched  their  portfolios  become  to- 
tally illiquid. 

As  a  result,  I  believe  the  rules 
postcrash  will  be  very  different.  All 
stocks  are  not  equal,  even  if  funda- 


Black  Monday,  almost  double  the 
plunge  of  the  Great  Crash  in  1929, 
will  be  studied  for  generations.  Al- 
though the  causes  arc  still  hotly  de- 
bated, some  interesting  facts  have 
emerged  that  put  the  1987  crash 
into  perspective  and  should  have  a 
major  impact  on  markets  ahead. 

Many  investors  looking  back  at 
1987— some  to  their  amazement — 
sec  that  their  portfolios  were  actual- 
ly up.  As  withering  as  last  October 
was  both  the  I  km  and  the  SisP  500 
finished  the  year  up  ovci  5%.  More 
to  the  point,  since  the  hull  market 
began,  the  S&P  500,  a  proxy  for  larg- 
ei  companies    was  up  182  3%. 

1  he  effect  of  the  crash  was  cush- 
ioned significantly  for  value  lines 
tors,  who  wen  well  aware  of  the 
necessity  of  diversificatioii  not  only 
among  stocks  but  into  bonds  and 
othei  financial  assets  In  the  Forbes 
lour  Hundred  issue  which  went  to 
press  in  late  September,  tor  exam- 
i  .uk  ised  a  diversified  portfolio 
:  sting  of  40%  stock,  50% 
shori  term  government  bonds  [theo 
yielding  over  8%),  and  10%  pre- 
cious metals  The  portfolio  would 
bavt       elded  better  than  8%   last 
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mentals  are  similar.  Those  with  less 
liquidity  will  trade  at  a  discount  to 
stocks  with  larger  market  values 
and  much  greater  liquidity.  Call  it  a 
liquidity  premium,  and  people  will 
be  willing  to  pay  it. 

In  fact,  this  may  be  only  the 
intensification  of  a  trend  already  in 
existence.  Large  capitalization 
stocks  have  outperformed  small 
caps  since  the  bull  market  began  in 
August  of  1982.*  At  the  end  of 
December  the  S&J?  500  was  up 
182.3%  over  that  65-month  period. 
This  was  about  double  the  gain 
showed  by  smaller  stocks — as  re- 
flected in  the  Value  Line  Index — 
and  about  70%  more  than  the  gain 
in  the  Nasdaq  index.  Not  only  did 
larger  companies  outperform  their 
smaller  brethren  on  the  way  up, 
they  did  much  better  in  1987.  The 
S&P  500  was  up  5.3%,  compared 
with  a  decline  of  7.9%  for  Value 
Line  and  3.3%  for  Nasdaq. 

Keeping  in  mind  the  need  for  li- 
quidity and  diversification,  what 
else  should  an  investor  do  now?  I 
would  advise  keeping  your  portfolio 
near  the  50-40-10  formula  (bonds  to 
stocks  to  precious  metals)  that 
worked  so  well  last  year.  Raise 
stocks  to  45%  of  your  portfolio,  and 
drop  5%  from  precious  metals. 

Four  big-cap,  low-P/E  stocks  that 
present  value  here: 

The  second-largest  domestic  auto 
manufacturer,  Ford  (75),  showed 
record  earnings  last  year  and  should 
have  earnings  of  better  than  $15  per 
share  in  1988.  With  $9  billion  in  the 
bank,  a  P/E  of  4  and  a  yield  of  5.3%, 
the  company  trades  at  a  price  antici- 
pating another  Great  Depression. 

RJR  Nabisco  (45)  is  a  major  diversi- 
fied consumer  product  company 
through  its  1985  merger  of  Nabisco 
Brands.  The  stock  has  been  battered 
in  the  market  break,  and  is  down 
40%  from  its  high.  Both  the  tobacco 
and  the  food  divisions  are  strong, 
and  earnings  were  up  about  20% 
last  year,  with  a  similar  gain  likely 
in  1988.  The  stock  trades  at  a  P/E  of 
9  and  yields  4.3%. 

Two  undervalued  drug  stocks 
that  also  represent  good  value,  with 
growth  rates  above  10%,  are  Amm- 
an/ Home  Products  (72),  P/E  12,  yield 
4.6%;  and  SmitbKtine  Beckman  (52), 
P/E  11,  yield  3.3%.  ■ 

'  Iht'  petformaru  <■  of  large  and  small  cap  indexes 
tbrtfugb  the  hull  market  (dividend-adjusted  re 
turns)  iul\  I.  1982  to  Dei  11,  1987—S6Pup 
182  1%,  Nasdaq  up  1084%  Value  Line  up  93  1% 
Jem  I,  1987  through  Dex  ->'/.  1987— 5GP  up 
Vasdaqdown  13%,  Value  Line  down  ? 
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AVOID  TAXING 
SITUATIONS 


SteinRoe  Tax-Free  Funds 


Earning  money  is  good.  Keep- 
ing it  is  even  better.  SteinRoe  has 
four  Tax-Free  Funds  that  help  you 
do  both. 

Tax-Exempt  Money  Fund, 
Intermediate  Municipals,  Man- 
aged Municipals,  and  High  Yield 
Municipals. 

Any  of  these  four  funds  can 
keep  your  income  safely  sheltered 
from  Uncle  Sam's  Income  Tax.* 
One  or  more  of  them  is  quite 
likely  to  be  ideally  suited  for 
your  specific  investment  needs. 

Of  course,  they  vary  in  liquid- 
ity, yield  and  risk.  And  SteinRoe 
will  be  happy  to  explain  the  dif- 
ferences-to  help  you  decide 
which  fund  or  combination  of 
funds  is  right  for  you. 

Other  advantages?  They're  all 
no-load  funds  with  free  telephone 
switching. 

*Income  may  be  subject  to  state  and  local  tax 
and  federal  alternative  minimum  tax. 


Call  us  today.  Our  Shareholder  Repre- 
sentatives are  available  from  7  AM-11 PM 
weekdays,  8  AM-2  PM  Saturdays.  Or 
visit  the  SteinRoe  Mutual  Fund  Center 
in  Chicago  at  the  corner  of  Wacker  & 
Adams  from  8  AM-5  PM  weekdays. 

SteinRoe  Mutual  Funds 

P.O.  Box  1143  Chicago,  IL  60690 

Please  send  me  more  information  about  the 
SteinRoe  family  of  tax-free  funds. 

Name 


I 
I 
I 
I 
I 
I 
I 
I 
I 
I 


Address . 

City 

State  


Zip. 


Daytime  phone  L 

Call 


1-800-338-2550 

For  more  complete  information  about  the 
Funds,  including  management  fees  and 
expenses,  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

5058801 1TEFC 


Get  your  share  of  tomorrow 


m  vjvi yuur  Anurt  uj  lurnurrun 

msteinRoe 


MUTUAL      f  U  M  D   S 


i  Stein  Roe  &  Famham,  Incorporated  1987 


Liberty  Securities  Corporation,  Distributor 


Stock  Trends 


MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


Rathe\"  than  join  the  futile  game  of  trying 
to  predict  the  stock  market,  seek  stocks 
that  could  turn  in  above-average  perfor- 
mances in  any  market.  Here  are  two. 

NO  CONSENSUS 


unequivocal  bears  have  come  out  of 
the  woods,  working  to  convince 
themselves  and  others  that  what's 
already  down  will  go  down  even 
further.  They  buttress  their  case  by 
pointing  out  that  the  continuing 
budget  deficit  will  cause  interest 
rates  to  rise,  which,  in  turn,  could 
discourage  corporate  and  personal 
borrowing/spending  plans.  In  addi- 
tion, this  grisly  group  also  is  con- 
cerned about  the  likelihood  of  a  re- 
cession as  a  result  of  a  decline  in 
consumer  expenditures  because  of 
a)  the  heavy  debt  load  of  many  indi- 
viduals; b)  the  hesitation  to  buy  in 
the  face  of  a  probable  rising  unem- 
ployment rate;  and  c)  the  trillion- 
dollar  loss  of  purchasing  power  as  a 
result  of  the  stock  market  crash. 

These  dedicated  bears  also  see  in- 
flation on  the  upswing  because  of 
higher  costs  of  almost  everything 
imported  other  than  oil — and  rising 
domestic  prices  in  sympathy  with 
the  marked-up  foreign  price  tags. 
They  also  rule  in  the  real  possibility 
ot  the  collapse  of  the  Japanese  stock 
market,  which  could,  they  think, 
severely  depress  the  rest  of  the 
world.  And,  if  these  are  not  worries 
enough,  there's  always  the  fear  that 
the  public  has  lost  its  enthusiasm 
for  stocks  alter  last  year's  brutal  ex- 
ample of  investor  abuse. 

Between  these  extreme  posi- 
tions— and  what  might  be  consid- 
ered the  majority  view — are  two 
more  moderate  schools  of  prognos- 
tication. The  first  I  call  the  "bully- 
bears,"  or  those  seers  who  antici- 
pate a  strong  first  half  of  the  year 
followed  by  a  weak  second  half. 
This  group  is  concerned  that  busi- 
ness may  be  too  good  and  that  prob- 
lems will  arise  as  industry  after  in- 
dustry bumps  up  against  full-capac- 


The  expert  outlooks  for  the  1988 
economy  and  the  stock  market  are 
in,  and  the  same  folks  who  failed  to 
predict  the  Rise  and  Fall  of  1987  are 
back  telling  it  like  they  think  it's 
going  to  be.  Trying  to  forecast  long 
term  in  today's  increasingly  short- 
term  investing  world  is  very  trying 
indeed — especially  guessing  what  is 
likely  to  happen  to  the  markets  in  a 
major  election  year 

For  the  most  part,  there  are  rela- 
tively few  outright  bulls  this  time 
around,  which  in  itself  is  one  reason 
the  experts  are  so  bullish.  Another 
reason  is  because  of  the  rosy  picture 
they  paint  tor  rising  corporate  prof- 
its this  year  as  a  result  of  stock 
buyback  programs,  balance-sheet 
and  operations  restructuring  and, 
for  many  corporations,  the  first  full 
year's  benefit  ot  a  lower  tax  rate, 
thanks  to  the  1  ax  Reform  Act  of 
1986.  Other  reasons  they  cheer  in- 
clude an  improvement  in  the  U.S. 
merchandise  (and  services!  balance 
i  I  radc,  the  possibility  that  the  dol- 
lar has  bottomed  out  and  the  lower- 
tha:>  expected  price  ot  oil,  which 
has  taken  pressure  off  the  prospects 
toi  n  surging  inflation. 

Sim      October  more  than  a  few 
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ity  utilization  and  thus  creates  its 
own  destruction  (rising  labor  rates, 
higher  interest  rates,  etc.).  The  bul- 
ly-bears also  fret  about  what  may  be 
a  growing  decline  in  investor  confi- 
dence as  Election  '88  approaches. 
They  are  aware  that  most  changes 
in  administrations  have  resulted  in 
weak  stock  markets  in  the  year  fol- 
lowing— a  weakness  that  could 
start  to  be  discounted  by  the  end  of 
the  second  quarter.  Or  sooner. 

The  second  group  of  middle-of- 
the-roaders  are  the  "barely-bullish," 
or  those  who  think  that  while  even 
the  recent  downward  revision  in  the 
government's  estimate  of  a  2.5% 
GNP  growth  rate  for  1988  may  be 
optimistic,  there  will  be  no  reces- 
sion this  year.  They  figure  that  the 
pickup  in  exports  will  balance  the 
fall-off  in  domestic  sales,  and  that 
interest  rates  could  remain  relative- 
ly unchanged,  since  a  Republican- 
leaning  Fed  may  be  reluctant  to 
tighten  monetary  policy  in  an  elec- 
tion year.  And  they  contend  that  the 
U.S.  securities  markets  are  cheap 
and,  as  a  result,  are  the  most  attrac- 
tive places  for  overseas  and  local 
cash  to  go  for  new  investment. 

While  the  bulls,  the  bears,  the 
bully-bears  and  the  barely-bullish 
pundits  argue  among  themselves,  I 
prefer  to  spend  my  efforts  seeking 
stocks  that  could  turn  in  above-av- 
erage performances,  regardless  of 
whose  foresight  hindsight  proves 
was  the  most  nearly  correct. 

Between  my  two  columns  since 
the  Crash  (Nov.  30,  1987  and  Dec.  28, 
1987),  I  rattled  off  the  names  of  over 
30  stocks  that  looked  like  rebound 
candidates.  Some  of  them  have 
gained  20%  to  25%,  but  many  are 
still  in  a  buying  range.  Looking  par- 
ticularly attractive  now  are  Squibb 
(62)  and  Aetna  Life  &  Casualty  Co.  (45). 

Squibb  was  removed  from  several 
recommended  lists  in  what  appears 
to  be  more  the  result  of  an  unfortu- 
nate coincidence  in  timing  than  any 
serious  problem  with  the  company. 
The  stock  is  down  40%  from  its  52- 
week  high,  even  though  most  1988 
earnings  estimates  were  reduced 
less  than  5%.  This  year,  SQB  could 
earn  $4.20  to  $4.55  per  share.  In 
1989,  $5.15  looks  possible. 

Aetna  is  one  of  the  few  stocks  I 
can  think  of  whose  P/E  is  lower 
than  its  dividend  yield.  AET  is 
down  from  a  high  of  68,  and  offers 
investors  a  better  current  return 
than  many  bank  accounts,  along 
with  appreciation  potential  over  the 
next  several  months.  ■ 
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Promote  Your  Company's  Commitment  to 

Quality  and  Teamwork  in 
FORBES'  Special  Advertising  Supplement 

VISIONS  OF 
EXCELLENCE  AND  QUALITY 


For  the  past  quar- 
ter century  many 
U.S.  businesses 
have  implemented 
"quality  circles"  or  em- 
ployee involvement 
plans  to  enhance  qual- 
ity and  productivity,  im- 
prove communication 
and  motivation,  promote 
cost  efficiency  and  re- 
duce conflicts.  The  success  of  these  programs  will  be 
the  subject  of  a  Forbes  special  advertising  supple- 
ment co-produced  by  the  Association  for  Quality  and 
Participation  (AQP)*.  Visions  of  Excellence  and  Quali- 
ty will  provide  a  showcase  for  companies  to  promote 
their  quality  programs,  products  and  services  to  a 
powerful  market  of  wealthy  consumers  and  influential 
executives — the  readers  of  Forbes. 

Forbes  invites  companies  implementing  quality-ori- 
ented management  programs  to  participate  in  this  spe- 
cial advertising  opportunity  and  gain  these  valuable 
benefits: 

■  Reach  Forbes'  affluent  audience  of  2.8  million 
readers  in  a  positive  text  environment  covering  partici- 
pation and  teamwork,  the  benefits  of  quality  and  the 
"how-to's"  of  quality. 

■  Solidify  your  company's  commitment  to  excel- 
lence through  case  studies  included  in  the  sup- 
plement text. 


Issue  Date:  April  4, 1988  Ad  Closing:  February  8, 1988 


■  Receive  5,500  bonus 
circulation  through  re- 
print distribution  in  the 
April  1988  Quality  Cir- 
cles Journal,  the  official 
publication  of  the  AQP. 

■  Gain  additional  visi- 
bility through  reprint  dis- 
tribution   at    the    April 
1988  AQP  annual  con- 
vention in  Indianapolis. 

■  Generate  qualified  inquiries  for  your  products  and 
services  through  reader  service  card  listing. 

■  Receive  free  full  color  supplement  reprints  for  your 
promotional  use. 

Secure  your  company's  image  as  a  leader  in  quality 
and  participation  programs,  and  as  a  leading  provider 
of  quality  products  and  services  by  advertising  in 
Visions  of  Excellence  and  Quality.  For  reservations  and 
information,  contact  your  Forbes  representative  or 
Arnold  J.  Prives  at  (212)  620-2224. 

'Formerly  the  International  Association  of  Quality  Circles 
Source:  MMR.  1987 
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Insights 


MONEY  &  INVESTMENTS 


By  James  Grant 


Financial  orthodoxy  is  back  in  style.  Has 
anyone  considered  the  consequences? 

HERE  COME 
THE  KILLJOYS 


cause  there  was  a  deflation  in  the 
1930s,  the  government,  in  subse- 
quent decades,  has  dedicated  itself 
to  underwriting  an  inflationary 
prosperity.  The  federal  accounts  are 
in  chronic  deficit,  the  Federal  Re- 
serve System  has  been  openhanded 
to  a  fault  and  commercial  banks 
have  served  as  the  willing  conduits 
of  credit  expansion.  Until  just  re- 
cently, that  is. 

The  significance  of  the  new  finan- 
cial Calvinism,  bred  in  part  by  the 
October  crash,  is  the  threat  it  poses 
to  these  inflationary  arrangements. 
In  the  postcrash  world,  the  federal 
deficit  is  supposed  to  shrink.  The 
Federal  Reserve,  intent  on  avoiding 
the  mistakes  of  the  1970s,  is  sup- 
posed to  cut  off  any  further  advance 
in  commodity  prices.  And — perhaps 
most  notable— accountants  and  reg- 
ulators are  starting  to  insist  that 
commercial  banks  tell  the  truth 
about  their  balance  sheets. 

In  a  credit-based  economy,  what 
is  always  wanted  is  more  credit. 
Real  estate  prices  are  up  because 
credit  has  been  available  to  finance 
them;  ditto  stock  prices.  The  mere 
threat  of  a  suspension  of  tax-ad- 
vantaged credit  for  corporate  take- 
overs was  enough  to  spook  the 
Stock  market.  However,  what  the 
BIS  and  the  FASB  now  propose  is 
that  the  principal  engines  of  debt 
creation — the  banks — move  more 
deliberately.  Separately,  the  agen- 
cies have  asked  the  banks  to  dis- 
close more  details  about  the  risks 
they  take  and  [if  necessary)  to  raise 
more  capital. 

Say  what  you  will  about  better 
banking  laws,  they  are  anything  but 
inflationary.  For  a  proper  inflation, 
you  need  bold  lending  officers  and 
fearless   bank   directors:    in   short, 


Ever  since  Oct.  19,  financial  truths 
have  enioyed  a  little  bull  market. 
Suddenly,  postcrash,  the  federal 
budget  deficit  has  come  under  fine 
bipartisan  attack.  Similarly  mone- 
tary policy,  which  for  years  had 
been  accommodative,  has  recently 
turned  restrictive  (the  monetary  ag- 
gregates, in  fact,  were  weak  for 
months  before  the  crash).  Last 
month,  the  Bank  for  International 
Settlements  proposed  that  big  com- 
mercial banks  worldwide  begin  to 
raise  new  capital.  And  the  Financial 
Accounting  Standards  Board  has 
tloated  the  stunning  idea  that 
American  banks  should  mark  their 
balance  sheets  to  market 

Excellent,  one  is  tempted  to  say. 
Fine  Btufl  uist  the  thing  to  restore 
the  starch  to  Wall  Street's  collar. 
But  could  the  old  virtues  be  more 
deflationary  than  the  new  conserva- 
tives imagine? 

On  the  face  ot  things,  deflation 
would  seem  to  be  yesterday's  worry. 
No  decline  in  the  general  price  lev- 
el ontraction  of  debt  or  shrinkage 
in  the  money  supply  has  occurred 
since  the  Great  Depression.  No  de- 
flation irv  symptoms  are  obvious 
around  the  banquettes  ot  even  mi 
noi  N       York  restaurants.  And  be- 

James  Grunt,  ■  •Immnsi  /.•>  //><■  editor 
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people  who  don't  have  to  worry 
about  marking  loans  to  market. 
What  you  need  for  continued  credit 
expansion,  in  fact,  is  almost  the 
opposite  of  what  we're  beginning  to 
get.  It  is  easy  to  talk  about  "print- 
ing" money,  but  the  metaphor  is 
inexact.  In  a  credit  system  |as  the 
deflationist  John  Exter  has  noted), 
credit  is  created  through  lending 
and  borrowing.  Unless  it  is  pre- 
pared to  hand  out  money  at  street 
corners,  the  Federal  Reserve  cannot 
do  it  alone. 

In  a  credit  expansion,  bankers  say 
"yes."  In  a  contraction,  they  say 
"no."  In  the  current  banking  cli- 
mate, let  alone  the  one  proposed  by 
FASB  and  BIS,  "no"  will  come  more 
trippingly  to  the  tongue  than  it  has 
in  years.  For  instance,  if  the  BIS 
proposals  are  adopted  (and  they 
seem  likely  to  be),  international 
banks,  by  1992,  will  be  expected  to 
show  a  ratio  of  equity  capital  to 
risk-adjusted  assets  of  4%  and  a  ra- 
tio of  overall  capital  to  assets  of  8%. 
The  scheme  will  require  the  con- 
sent of  a  dozen  individual  govern- 
ments, including  ours. 

"More  than  two  dozen  major  U.S. 
banks  do  not  have  enough  common 
equity  to  meet  the  capital  adequacy 
standards  expected  to  go  into  effect 
in  1992  .  .  . ,"  reported  the  American 
Banker  recently.  Among  the  26  are 
names  you  know:  Citicorp,  Chemi- 
cal, Manufacturers  Hanover.  "Japa- 
nese banks  would  have  to  increase 
their  capital  ratios  by  between  one 
and  two  percentage  points  over  the 
next  five  years,  which  appears  near- 
ly impossible,  unless  they  are  al- 
lowed other  means  to  raise  capital 
or  reduce  assets,"  reported  the  Inter- 
national Herald  Tribune.  If  the  banks 
lack  sufficient  capital,  they  can't 
make  additional  loans;  it  is  that 
simple.  It  is  possible  to  imagine  an- 
other great  inflation  in  such  con- 
stricted credit  circumstances — pos- 
sible, but  not  easy. 

Having  run  big  deficits,  made 
bad  loans  and  employed  pliable  ac- 
counting practices  in  the  boom, 
the  nation's  financial  leaders  now 
propose  a  kind  of  Calvinist  over- 
haul. One  can  applaud  each  of  the 
proposed  steps  singly  and  even 
wish  that  they  had  been  adopted, 
years  ago,  collectively.  One  can  ap- 
plaud while  wondering:  Is  now 
really  the  best  time  for  orthodoxy- 
Can  we  afford  the  attendant  risks 
of  deflation?  Here's  a  new  idea  for 
Gary  Hart — more  financial  reck- 
lessness, please!  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


Spreading  T  bill  futures  against  Eurodol- 
lar futures  offers  good  seasonal  profit 
opportunities.  And  this  is  the  season. 

THE  "TED" 
SPREAD 


By  Stanley  W.  Angrist 


Spread  trading  is  a  tricky  business. 
Just  ask  anyone  who  has  done  it. 
You  can't  simply  look  at  a  spread 
and  tell  if  it  is  overpriced  or  under- 
priced.  But  it  generally  offers  lower 
risk  than  trading  directly  in  a  com- 
modity for  almost  the  same  reward. 

One  spread  closely  followed  is 
trading  Treasury  bill  futures  against 
Eurodollar  futures — the  so-called 
TED  spread.  Its  popularity  lies  in 
the  nature  of  the  two  instruments 
involved  in  the  trade. 

As  direct  obligations  of  the  U.S. 
Treasury,  T  bills  are  considered  to 
be  risk-free — no  one  doubts  that 
Uncle  Sam  will  pay  up.  Eurodollar 
deposits,  in  contrast,  while  they  are 
direct  obligations  of  the  commer- 
cial banks  accepting  the  deposits, 
are  not  guaranteed  by  any  govern- 
ment. The  banks  should  be  good  for 
the  money,  but  that's  at  least  a  bit 
less  than  a  certainty.  Thus,  because 
they  are  less  risky,  T  bills  offer  a 
lower  rate  of  interest  than  Euros. 
And  since  the  price  of  a  futures  con- 
tract, as  quoted  and  traded  at  the 
Chicago  Mercantile  Exchange,  is 
100.00  minus  the  respective  rate, 
the  price  of  a  T  bill  contract  will 
always  be  higher  than  the  price  of  a 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


corresponding  Euro  contract.  The 
big  question  the  TED  spreader  must 
answer:  Is  the  T  bill  premium  too 
big  or  too  small? 

A  trader  using  fundamentals 
would  buy  the  spread  if  he  believed 
the  world's  financial  condition  to  be 
shaky — that  is,  he  would  go  long 
T  bills  while  selling  Euros.  A  funda- 
mentalist who  believes  that  the  fi- 
nancial markets  will  survive  anoth- 
er three  months  pretty  much  intact 
sells  the  spread — buys  the  Euros 
while  selling  the  T  bills. 

Technicians  approach  the  big 
question  differently.  Essentially, 
these  are  seasonal  traders  who  ig- 
nore fundamental  economic  factors 
in  considering  whether  the  T  bill 
premium  is  the  right  size.  They 
look,  instead,  at  the  historical  per- 
formance of  the  spread  itself. 
Around  this  time  of  the  year,  all 


things  being  equal,  Euros  have  a 
tendency  to  gain  on  T  bills.  The 
spread's  performance  is  more  reli- 
able if  the  T  bill  premium  exceeds 
1 10  points,  as  it  does  as  this  is  writ- 
ten. This  spread  does  move 
around — the  T  bill  premium  has 
been  as  high  as  300  points  (Septem- 
ber 1982)  and  as  low  as  70  points 
(August  1986). 

I  suggest  selling  the  March  TED 
spread — buying  March  Eurodollars 
while  selling  March  T  bills,  with  at 
least  a  145-point  premium  to  the 
bills.  (Each  point  of  a  T  bill  or  Euro- 
dollar contract  is  worth  $25.)  Exit 
no  later  than  mid-February  and  risk 
no  more  than  15  points  ($375  per 
spread)  from  the  initial  position. 
The  exchange  minimum  margin  on 
this  spread  is  $250  (your  broker 
might  charge  more),  while  the 
round-turn  commission  is  about 
$40  at  a  discounter. 

Those  interested  in  a  little  bigger 
bang  for  their  buck  might  try  buying 
the  September  Eurodollars  while 
still  selling  the  March  T  bills.  Be- 
cause the  September  contract  does 
not  track  the  March  as  closely,  the 
September/March  spread  is  more 
volatile  (see  chart).  I  would  risk  no 
more  than  20  points  ($500  per 
spread)  on  this  trade. 

Just  as  in  trading  interest  rate  fu- 
tures outright,  trading  interest  rate 
spreads  offers  no  guarantee  of  suc- 
cess. Speculators  in  both  cases  are 
dealing  with  markets  that  can,  and 
do,  react  very  quickly  to  changing 
conditions  and  perceptions.  Such 
markets  offer  great  rewards — and 
corresponding  risks.  ■ 


Will  history  repeat? 


Historically,  Eurodollars  have  tended  to  gain  on  T  bills  from  mid- 
January  to  mid-February,  hence  the  interest  in  that  spread  at  this  time  of 
year.  If  history  were  to  repeat,  buying  March  Eurodollars  while  selling 
March  T  bills  would  be  the  way  to  play  it.  For  those  who  feel  like  taking 
more  risk,  buying  the  September  Eurodollars  while  still  selling  the 
March  T  bills  is  the  way  to  go.  (The  difference  between  the  two  futures 
contract  prices  is  shown  in  points,  with  each  worth  $25.) 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Mark  Hulbert 


Some  learned  folks  claim  the  stock  mar- 
ket cant  be  beaten.  My  research  proves 
that  some  people  do  beat  it. 

MONKEY  BUSINESS, 
IT'S  NOT 


view  my  research  over  the  past  7Vi 
years.  Here's  a  a  quick  summary: 

The  Hulbert  Financial  Digest  has 
continuous  performance  data  for  32 
portfolios  since  mid- 1980,  repre- 
senting the  advice  of  17  newslet- 
ters— most  letters  run  more  than 
one  portfolio.  The  Wilshire  5000  In- 
dex, with  dividends  reinvested 
monthly,  has  gained  just  over  180% 
since  then.  No  fewer  than  13  of 
those  32  portfolios,  or  41%,  have 
done  better  than  the  index. 

And  the  results  are  nearly  as  im- 
pressive when  each  letter  is  looked 
at,  rather  than  individual  portfolios. 
Five  of  the  17  newsletters,  or  29%, 
do  better  than  the  Wilshire:  The 
Zweig  Forecast,  drouth  Stock  Outlook, 
Telephone  Switch  Newsletter,  The 
Chartist  and  The  Prudent  Speculator 

But,  the  skeptics  might  say,  this 
sample  is  biased  in  favor  of  the  best- 
perlorming  newsletters.  Investment 
services  that  the  Hulbert  Financial 
Digest  started  following  in  1980,  but 
that  have  ceased  publication,  no 
doubt  because  of  poor  performance, 
don't  show  up  in  the  final  tally.  If 
they  were  to  be  included,  the  results 
wouldn't  look  so  good. 

But  this  objection  doesn't  work. 
While  several  of  the  newsletters  1 
started  to  monitor  in  1980  have  in- 
deed ceased  publication,  some  were 
ahead  when  they  quit. 

What  about  the  coin-flipping  anal- 
ogy, much  loved  in  the  academic 
literature'  Well,  if  32  monkeys  start- 
ed in  1980  to  flip  coins  once  a  year, 
odds  are  that  only  one-fourth  of  a 
monkey  would  have  flipped  seven 
heads  in  a  row  (32  x  0.57  =  0.25). 

The  skeptics'  retort  to  this  would 
be  quick:  One  need  not  have  beaten 
the  market  in  each  of  the  years  to 
beat  it  cumulatively  for  all  seven. 


Since  1980,  when  I  began  monitor- 
ing investment  newsletter  perfor- 
mance, skeptics  have  been  resolute- 
ly unimpressed  by  my  documenta- 
tion that  some  advisers  actually  do 
beat  the  market. 

The  skeptics  trotted  out  all  the 
usual  efficient  market  hypothesis 
arguments:  Even  monkeys  flipping 
coins  occasionally  can  come  up 
with  many  heads  in  a  row;  without 
including  a  genuine  bear  market  in 
pertormance,  there  was  no  way  of 
knowing  whether  those  advisers 
who  did  beat  the  market  were  any- 
thing other  than  stopped,  bullish, 
clocks.  In  short,  beating  the  market 
is  just  a  fluke,  just  luck. 

There  is  no  doubt  that  much  in- 
vestment performance  including 
that  of  the  most  respectable  institu- 
tions— is  caused  by  luck.  But  not  all 
oi  it.  Enough  advisers  have  beaten 
the  market  ovei  the  course  of  the 
1980s  to  be  statistically  significant. 
My  ease  was  actually  strengthened, 
not  weakened,  by  the  letters'  perloi 
mance  in  the  October  crash — a  papa 
beai  by  anybody's  reckoning. 

In  my  new  book,  The  Second  Hul- 
bert Financial  Digest  Almanac,  I  re- 

Mtvk  HutU-it  ;.n  llh1  ittilai  at  the  Washing 
ton.  t>(  based  Hulben  Financial  Digest, 
itml  tl<c  author  qf  The  Second  Hulben 

lin.iiu i.il  l ligesi  Almanac 


True.  But  it  also  is  true  that  each  of 
these  portfolios  made  more  than 
one  investment  decision  during 
each  year.  Why  shouldn't  each  of 
those  decisions  be  thought  of  as  a 
flip  of  the  coin?  This  dramatically 
reduces  the  odds  of  a  monkey's 
making  a  significant  enough  run  of 
heads  over  the  seven  years  to  beat 
the  market. 

In  the  end,  of  course,  the  coin-flip 
analogy  proves  less  than  helpful. 
Many  skeptics  never  have  been  very 
clear  about  what,  in  an  adviser's 
strategy,  each  coin  flip  is  analogous 
to.  By  choosing  the  analogy  careful- 
ly, skeptics  can  usually  find  evi- 
dence to  support  their  skepticism. 
But  they  still  may  be  wrong. 

This  point  is  well  illustrated  by  a 
revealing  anecdote  included  in  the 
provocative  book,  The  Incredible  Jan- 
uary Effect  (Dow  Jones-Irwin,  1988), 
which  is  written  by  two  finance  pro- 
fessors: Robert  Haugen  and  Josef 
Lakomshok.  The  authors  relate 
how  a  group  of  academics  several 
years  ago  failed  to  detect  a  signifi- 
cantly nonrandom  pattern  that  was 
staring  them  in  the  face,  in  large 
part  because  they  were  so  sure  the 
data  were  random.  The  theory  they 
espoused  controlled  what  they  saw. 

The  group  had  been  hired  by  a 
major  bank  to  discover  if  there  ex- 
isted any  seasonal  patterns  in  inter- 
est rates.  As  the  professors  expect- 
ed, none  emerged  from  their  exten- 
sive computer  testing.  But  then  the 
bankers  pointed  out  a  different  way 
to  group  the  data,  and  upon  pursu- 
ing that  lead,  they  discovered  highly 
significant  patterns.  In  fact,  they 
were  able  to  develop  a  model  that 
could  predict  the  future  direction  of 
the  T  bill  rate  with  80%  accuracy. 

How  could  such  a  nonrandom 
pattern  escape  their  computer  test- 
ing? Haugen  and  Lakonishok's  an- 
swer can  tell  us  much  about  the 
debate  over  advisers'  performances. 
"Take  the  most  powerful  statistical 
models  known  to  man,"  they  write, 
"casually  pass  them  over  a  set  of 
data,  and  you  can  easily  conclude 
that  the  scries  takes  a  random  walk. 
Even  when  important  seasonal  pat- 
terns actually  exist.  If  you  do  not 
know  where  to  look  for  something, 
you  will  probably  not  find  it." 

Which  isn't  to  say  that  each  of  the 
13  newsletter  portfolios  that  beat 
the  market  is  a  refutation  of  random- 
ness. But  together  they  could  be. 
And  so,  whatever  the  random  walk 
professors  may  tell  you,  some  people 
can  and  do  beat  the  market.  ■ 
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Din  the  party,  get . . . 
he  Sayings  of 
hairman  Malcolm 


THE 

FURTHER 

SAVINGS 

OF 

HAIRMAN 
MALCOLM 

Malcolm  Forties 


"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
fcents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 

at  they  said  about  the  first  printing. 

ist  read  your  book,  and  it  was  delicious.  I  ate  it." 
Ann  Landers,  Daily  News,  New  York 

>w  have  we  done  so  well  for  so  long  without  it? 
s  little  book  is  witty,  wise,  serene,  sometimes 
er  and  at  other  times  tipsy;  but  always  great, 
ific,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

e  read  it  and  I  recommend  it  to  you  uncondi- 
lally.  It  is  a  terrific  book,  with  a  thousand  things 
t  you'll  want  to  repeat  and  memorize  . . ." 
Barry  Gray,  Radio  Station  WMCA,  New  York 

is  unlikely,  though  possible,  that  students  at  the 
jarton  and  Harvard  Business  Schools  will  wander 
ixigh  the  quad  with  this  little  green  book  open, 
imorizing  Forbes  capitalistic  pearls.  On  the  other 
id  maybe  they  should." 

John  Weisman,  Los  Angeles  Times 


Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

A  dinner  of  fortune  cookies" 
— Newsday 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 


r 


(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  95<t  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


Name 


(please  print) 


Address 


L 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 

Forbes 

60  Fifth  Avenue 

New  York,  NY  10011 


B 
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Forbes  Market/ 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00 /sq.  ft. 

Moaem  technology,  excellent  cm/tsmanshp,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  found  m  homes  selling  at  twee  the  pnee 


Ragle's  Nest 
Monies 


•  Fully  Iniulated 

•  Thermo  Pan*  Window* 

•  Cathedral  Calling* 

•  Exterior  Deck* 


•  Built-in  Computer  Center  •  Quality  Construction 

which  allow*  the  home  •  FHA  and  VA  Accepted 

to  perform  many  tunc-  •  Interior  Design 

tlon*  for  the  occupant*  Flexibility 

EAGLE  S  NEST  HOMES  is  seeking  district  representatives  to  establish  retail  sales 

Defined  Territory  No  Real  Estate  License  Required 

Factory  Training  Investment  Secured  by  Model  Home 

Unlimited  Income  Potential 

Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21  .OCX)  model  home 

Home  may  be  lived  in  or  used  as  an  office 

Call  Mr.  Farb 

Phone  #  (404)  479-9700 

P0  Drawer  1569.  Canton.  GA  30114-1569 


FINANCIAL  SERVICES 


IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 


FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

LBO 

LEVERAGED  BUYOUT 

FUNDS 

AVAILABLE 

Fost  Approvol   •  Brokers  Protected 


TOWERS 

FINANCIAL 

COR  l»OR  \  I  M»N 

hairit   i i 

41  7  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  free  information 

■ja^Srr 

Sfc>eecffy 

Printing  Cm-  >t  «**  •> 

23131  VERDI  (.()  DRIVE 

I  VOUNA  HILLS   (   \  92653  1342 

CAI  I    I  800  K54-  J32I 


15,000  BUSINESSES 

FROM  COAST 

TO  COAST 

No  Brokeroge  Commission 
Inquiries  s.  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SEfTvlCE 
foil  Free  800  327  9630 
J  in  Flo  coll  800  533  4663 


MRUS  I  RACY  LEARNIM.  s^ 
I  I  MS  Join  our  network  oi  hij:hl>  paid 
consultants  (unlimited  income  potential) 
offering  popular  audio  ami  i  ideo  training 
produce  to  coiporations,  specializing  in 
tin.-  aria  d  personal  development  sale* 

anil  management    lull  training  and  sup- 
port provided    Investment  required 

I'hone  Dale  Halawa)  lor  details  at 
6IV-5K7-II53 


Business  Buyers  Network 


'  Thousands  ol  businesses 

nationwide 
'  Many  with  Owner  financing 
>  No  commissions 


To  buy  or  list  call  toll  FREE 

1-800-223-3589 

In  NC  1  704-686  7354 


BUSINESS  OPPORTUNITIES 


OVER  S675.000.000.00  WORTH 
Of  Business  FOR  SALE         ^a&£ 


BUSINESS  SERVICES 


ui  Business  run  sale        ^*i'%t*y- 
By  Owners  Nationwide      ,  a  w 

SAVE      No  Brokerage  Fees  ^fe^La^ 
If  you  want  to  List  or  Buy  Call 
Toll  Free  1 -800-999-S ALE 

GREAT  WESTERN 

BUSINESS  SERVICES,  INC. 

MANY  OFFER  OWNER  FINANCING 


FINANCIAL  SERVICES 


HARD  TO  BORROW? 

Guarantees  No  Loans 

MINIMUM:  $100,000.  5-20  YEARS 

THE  FINANCIAL  GUARANTY 

CORPORATION 

USA  (212)  486-2220 


Business  owners: 
Get  paid  overnight! 


We  buy  your  invoices  when  you  bill 
No  upfront  fee. 

Call  1-800-421-0034 
212-769-3340 


ACCESS  CAPITAL  INC. 


FEDERAL  MAILERS  WILL  INCREASE 
YOUR  SALES  IF: 
•  You  demand  over  1000  "write-in"  leads 
pei  month  •  Your  annual  budget  exceeds 
$50K  tor  leads  •  You  want  to  lower 
salesperson  turnover,  increase  morale, 
increase  sales  and  lower  cost  of  acquiring 

*""""""     1305)561-9101 


FRANCHISING 


FRANCHISE 


Your  Business. 


FRANCHISE  CONSULTING  GROUP.  INC 

101  Derby  Street   Htngham   MA  02043 

In  Mass   16171  740-2211 

Oulside  Mass   |8001  358  801 ' 


MISCELLANEOUS  FOR  SALI 

INVESTMENT  GEMSTONEi 
GUARANTEED  LIQUIDITY 

Free  wholesale  catalog    Satisfaction 
lor  2(1  years'  Member 

Jewelers  Board  ol  Trade 
Chamber  Commerce. 

HOUSE  OF  ONYX 

No    One  Main  Street 
Greenville,  Kentucky.  4234? 
TOLL  FREE  1-800-626-8352   I 


Forbes  Market/ 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of  each 
month  Advertising  closing  date  is  one  month  preceding  date  of 
issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET/CLASSIFIED 

60  FIFTH  AVENUE  NEW  YORK,  NY  10011 
(212)  620-2440 


FAST  FACTS 

ABOUT  FORBES 
SUBSCRIBERS: 


♦Total  management:  74.7% 
♦Total  paid  circulation:  735.000 


♦Average  household  income:  $162,000 
♦Average  value  of  investment  portfolio:  $899, 0C 


EwbesMaiket/ 


COMPUTERS 


REAL  ESTATE 


WINE  CELLARS 


WINE  CELLARS 


Radi©  /haek-TANDY 


Our  10th  vear  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 
Fgl.  Prepaid.  Save  Tax 
~,         Toll  Free  800-231-3680 

■I   mRRYfTlflC  INDUSTRIESINC 
22511  Kaiy  Fwy 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


COMPUTER  SOFTWARE 


QUANTix 


Portfolio  Evaluator 

3  0  Version  S  Quantitative  Valuation 
Models  Cash  Flow.  Diversification. 
What  If  Analysis  Track  Performance. 
Commissions.  Sold  Positions.  Down 
load  Upload  Data  Multiple  Portfolios 
IBM  Clones    $69.     (800)  247-6354. 

I    5900  N     Port   Washington   Rd  . 
Milwaukee.  Wisconsin  532 17 


POSITIONS  AVAILABLE 


PORTFOLIO  MANAGER 

)pportunii\  for  experienced  person  to 
oin  well-established  investment  coun- 
eling  firm  in  Old  Lyme.  Connecticut, 
■uture  equity  participation  in  firm  for 
omeone  bringing  balanced  account  ex- 
lerience  and  existing  accounts  with 
hem.  We  have  approximately  S200  Mil- 
ion  under  management  and  are  making  a 
najor  marketing  effort  to  add  plan  spon- 
ors.  Please  forward  resume  to  Dick 
:oote.  President.  Connecticut  Invest- 
nent  Management.  Inc..  P.O.  Box  877. 
Jld  Lyme.  Connecticut  06371. 


BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 

Slipcase:  $7.95; 
three  for  $21.95 

Binders:  $9.95 

three  for  $27.95 

Add  $1  per  unit  postage  card 

handling.  Send  check  to: 

JESSE  IONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 

Or  call  1-800-972-5858 


SHARING 


IS  CARING 


A  Unique  Georgian  House 
in  Grosvenor  Square 

LONDON,  ENGLAND 

The  leasehold  is  now  available  for  this 
magnificent  Georgian  property  in  this 
famous  square.  Comprising  10.000 
square  feet  on  over  six  floors.  Ideal  as  a 
head  office  of  a  major  institution,  an 
embassy  or  a  private  residence. 

For  further  information  please  contact 
Nancy  l.oeb 


SOTHEBY'S 

INTERNATIONAL  REALTY 

980  Madison  Avenue 

New  York,  NY  10021 

(212)  606-4117  or  Weatherall. 

Green  &  Smith 

7  Curzon  St..  London  W1Y  7FL 

(01)493-5566 


J         MAINE  LEGACY  V. 

950'  of  lakefront  w/25  ac  of  fields  and 
forest.  Mt  views,  mins.  to  skiing,  2  hrs 
to  Boston.  40  mins  to  Portland,  adja- 
cent to  proposed  golf  course  BEAU- 
TIFUL 4  SEASON  RETREAT.  Year 
round  access  &  subdividable. 
S349.000. 

SONGO  REALTY,  NAPLES 
•\  (207)  693-3023  f 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gorgeous 

mountain  land.  Come  visit! 

Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


SALES  DIRECTORIES 


Sales  Prospecting — 
Territory  Planning  Directory 

3.000  largest  US  and  Canadian  organizations, 
corporations,  financials,  governments,  in- 
stitutions, with  address,  phone;  listed  by  size, 
geographic,  alpha,  industry.  Introduction  of- 
fer S149  50  +  S7  50  s  h  V  NIC  Avail  disk- 
ette Thomas  Group  800-426-4549  x300. 


EDUCATIONAL  VIDEOS 

$^t      ^t      ^L      ^t      ^L      ^L 
W      w      w      w      vP      W 

Understanding  Money 
Essential  viewing  for  every  exec- 
utive and  employee.  3  VHS 
video  tapes— only  $129.00  post- 
paid. Educational  Video,  1366 
19th   St.    Huntsville,  TX  77340. 

Satisfaction  Guaranteed 


WlNECELLARS-USA 

#1  Seller  •  Original  American  Handmade 

Retail  YourCost 

440Bottle(Pictured) $2495  $1495 

700  Bottle  2  French  Doors 3495     1995 

880  Bottle  Twin  Unit   4495    2795 

220Bottle  Vertical 1995     1 195 

296BottleCredenza(2door) 2495     1495 

40 BottleGlassdoor(not  handmade)  499 

Wood  Construction  •  Oak  Exterior  •  Redwood  Racks 
Modular  wine  racks  from  1 2  to  20,000  bottles.  Request  our  wines 
&  cellar  catalog.  Lifetime  guaranty  on  racks,  5  y  r  on  compressor. 

Olympic  Sales  Co.  since  19*7 

839S.LaBreaAve.,       Los  Angeles, CA90036      Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221     •    We  Ship  Anywhere. 


EXECUTIVE  GIFTS  — 


FOR  SALE  theDunkeld 
I  HE  FINEST     Collection 

COLLECTION  IN 
THE  WORLD 
OF  HARDY  REELS 

Send  IMO/Bank  Draft  £23.75  Sterling 
only  to:  Jess  Miller.  P.O.  Box  1  Birnam, 
Dunkeld,  Perthshire,  PH8  OYA,  Scot- 
land, U.K.  for  sales  catalogue. 

"This  catalogue  is  the  foremost 
publication  in  the  world  on  Hardy 
reels"    James  Booth,  Sotheby's. 


WATCHES 


WALT  DISNEY 
COLLECTOR'S  ITEM 
Authentic  Minnie  Mouse 
watch  by  Bradley  Time 

$49.95 

$2.50  each  postage  &  handling 

other  collectible  watches  available 

TAM's 

25  Fifth  Avenue  (4C) 

New  York,  NY  10003 


SALESTRAINING 


■  ■■I 


Sales  Presentations 
Training  •  Meetings 


CUSTOM  SLIDES/OVERHEADS 

VISUAL  HORIZONS 
1 80  METRO  PADK 
HOCHESTEANr    I46J3 
COLOR  CATALOG    |7I6|4?4  5300 


FREE 


CORPORATE  SPECIALTIES 


Embroidered 
Caps 

.^        •  Shirts 
•Jackets 

.*"!% 

Call  tor  FREE  Catalog 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 
San  Francisco  Embroidery  Works 

3952  Poinl  Eden  Way  •  Hayward   CA  94545 


FASHION 


MATERNITY  FASHIONS 

Catalog  with  swatches  and  fit  guide 
$3  refundable  with  order.  Visit  our 

Stores  in:  Atlanta,  Arlington  Hta.,  1L. 
Baltimore.  Boston  Charlotte.  NC  Chi- 
cago, Cleveland  Cocta  Mesa.  CA, 
Dallas.  Denver,  Fair  Oaks  MalL  \  A 
U  VA.  Ft.  Lauderdale   Harris- 
PA,  W.  H ant 0 rd  CT,  Hout- 
Ktng  of  Prussia,  PA  Lot 
Angeles  Minneapolis 
New  Orleans  New  York. 
Philadelphia.  Pittsburgh. 
Si  Louis,  San  Diego.  San 
:rana*co  Stamford.  CT. 
Stanford,  CA  Washing- 
ton. D.C  Telephone 
215-625-0151.  1309 
Noble  Street.  5th 
Fir..  Dept.  WW77, 
Phila.,  PA.  19123. 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  rwrow  your  closet 
classics  to  a  styliy 
state  widchj  Great  Dirtrv 

day  or  Christ 
Send  SI 3  SO  'or 

of  3  ties  to 

SLIM  TIES  CO. 

70i  Weicn  Roao  Ste   ni9B 

(415)656-6262 


Pa<o  Alio  CA  9-»304 
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REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


Streetwalker 


Edited  by  Thomas  Jaffe 


Leaky  bailing  bucket 

Secretary  James  Baker's  inspired 
proposal  for  collateralizing  $10 
billion  of  Mexican  debt  with  U.S. 
Treasury  zeros  may  well  yield  an  un- 
intended consequence.  "It  looks  to 
me  like  [the  new  Baker  proposal]  will 
bail  out  the  foreign  banks  with  an 
American  scheme  and  an  American 
security,  at  the  relative  expense  of 
American  banks,"  says  Peter  Rona. 

Rona  is  chief  executive  of  New 
York's  IBJ  Schroeder  Bank  &  Trust 
Co.,  an  arm  of  the  huge  Industrial 
Bank  of  Japan.  How  are  American 
banks  hurt?  Rona  says  that  because 
all  but  a  few  U.S.  banks  have  refused 
to  write  down  their  Latin  debt  (excep- 
tions include  Bank  of  Boston,  NCNB 
and  IBJ  Schroeder),  any  writedowns 
now  from  swapping  old  Mexican 
notes  for  new  ones  will  shrink  their 
balance  sheets  and,  in  most  cases,  cut 
earning  power.  "Compare  that,"  says 
Rona,  "to  Deutsche  Bank,  for  exam- 
ple, which  has  already  written  Latin 
loans  down  by  70%.  DB  can  buy  the 
new  debt  at  $50,  sell  it  in  the  market 
at  $40,  and  still  book  a  $10  profit.  Or 
put  it  on  the  balance  sheet  at  $50  and 
credit  the  $20  cushion  to  earnings." 

The  investment  conclusion  sug- 
gested by  Rona's  analysis:  Take  a  clos- 
er look  at  the  shares  of  the  big  Europe- 
an banks.  These  include  Germany's 
Deutsche  Bank,  France's  recently  re- 
pnvatizcd  Panbas  Group  and  Credit 
Commercial  de  France,  Sweden's  Ens- 
kilada  Bank,  Switzerland's  UBS  and 
Britain's  Midland  Bank.  Having  taken 
their  writeoff  medicine  early,  these 
and  other  European  banks  can  afford 
to  bid  more  aggressively  than  their 
U.S.  competitors  when  the  new  U.S.- 
guarantecd  Mexican  notes  are  auc- 
tioned otf. — Lawrence  Minard 


The  One  to  watch 

II  you're  interested  in  bank  stocks 
but  prefer  to  stay  closer  to  home, 
Milwaukee  Co.  analyst  William 
McGmnis  lr.  has  a  candidate:  the  One 
Bancorp,  Maine's  largest  banking  in- 
stitution, with  $1.9  billion  of  total 
assets.  Based  in  Portland,  the  One's 
flagship  is  the  Maine  Savings  Bank, 
serving  the  state  through  29  branch 
offices  It  also  owns  Hartford,  Conn.'s 
Bank  of  Hartford  (assets  $400  million) 
and  in  August  agreed  to  buy  $200  mil- 
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lion  (assets)  Southstate  Bank  for  Sav- 
ings, in  Brockton,  Mass.  Thanks  to 
good  management  and  a  strong  mar- 
ket characterized  by  low  unemploy- 
ment and  high  personal  income 
growth,  the  One  boasts  high  margins 
and  has  never  recorded  an  operating 
loss.  As  of  last  Sept.  30,  nonperform- 
ing  loans  were  only  0.86%  of  total 
assets,  one-third  the  industry  average. 
What  about  that  lawsuit  challeng- 
ing the  One's  1984  conversion  from  a 
mutual  savings  bank  to  a  stock  corpo- 
ration? McGinnis  says  there  is  plenty 
of  legal  precedent  supporting  the 
bank.  Earnings?  He  thinks  they  came 
in  at  $2.25  a  share  last  year  and  will 
reach  $2.40  this  year.  Yet  the  stock  is 
selling  at  12'/4 — just  65%  of  book  val- 
ue, 45%  below  its  12-month  high. 
There  are  8.1  million  over-the- 
counter  shares  outstanding. — T.J. 


Overreaction? 

enasha,  Wis.'  George  Banta  Co. 

is  one  of  the  largest  printers  in 
the  U.S.  Roughly  two-thirds  of  its 
$302  million  in  sales  comes  from 
printing  books,  catalogs  and  maga- 
zines. The  rest  comes  from  flexible 
packaging,  video  postproduction  ser- 
vices, computer  software  kits  and 
graphics. 

Banta's  stock  is  off  almost  50% 
from  its  August  high,  and  the  October 
crash  isn't  the  only  reason.  The  print- 
ing industry  is  highly  competitive, 
and  on  the  magazine  front — among 
the  titles  Banta  prints  are  Florist 
(FTD),  American  Printer  and  Veterinary 
Economics — a  decline  in  advertising 
pages  has  hurt. 


There  is,  moreover,  concern  about 
Banta's  possible  acquisition  of  Beddor 
Cos.,  a  closely  held  printer  that  would 
add  some  $200  million  to  revenues. 
Beddor's  main  business  is  in  consum- 
er catalogs,  an  area  that  is  already 
showing  signs  of  being  saturated. 
Also,  Beddor  is  sales-driven,  whereas 
Banta  has  traditionally  focused  on  re- 
turn on  investment. 

Such  concern  is  probably  mis- 
placed. Beddor  stands  to  extend  Ban- 
ta's product  line  and  help  it  gain  mar- 
ket share.  More  important,  naysayers 
are  overlooking  Banta's  strength  in 
educational  books,  particularly  in  the 
growth  area  of  softbound  single-use 
workbooks.  (Educational  books,  along 
with  general  books,  account  for 
roughly  one-third  of  revenues.)  Educa- 
tors are  returning  to  basics,  and  this 
favors  workbook  supplements. 

Banta  is  currently  selling  at  14'A — 
four  times  cash  flow  and  ten  times 
last  year's  earnings.  This  year  earn- 
ings will  likely  rise  by  18%,  to  $1.65. 
In  addition,  the  company  is  autho^ 
rized  to  repurchase  1.5  million,  or 
13%,  of  its  11.6  million  o-t-c  shares. 
Looks  like  a  sleeper. — T.J. 


Utilizing  utilities 

For  volatility-shy  investors,  Duff 
&  Phelps,  a  Chicago  investment 
research  and  financial  consulting 
firm,  recently  brought  out  the  closed- 
end  Duff  &  Phelps  Selected  Utilities 
Fund,  listed  on  the  Big  Board.  Recent- 
ly selling  for  8 'A,  the  shares  yield  9% 
on  a  6-cent  monthly  dividend.  With 
130  million  shares  out,  the  fund  has 
more  than  $1  billion  of  assets:  70%  in 
utility  stocks  (mainly  electric  utili- 
ties) and  30%  in  long-term  utility 
bonds.  Although  the  stock  is  at  an 
18%  discount  from  its  $10  offering 
price  last  January,  it  sells  at  an  8% 
premium  to  its  net  asset  value.  That's 
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Softbound  educational  books  printed  In  George  licmta  Co 

Back  to  basics  at  school,  bigger  profits  to  come. 
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because  a  lot  of  folks  think  interest 
•ates  will  stay  low  or  drop,  which  is 
avorable  for  utility  investments. 

Note:  On  or  after  Jan.  1,  1992  the 
und  has  the  option  to  convert  to  an 
jpen-end  investment  company  if  a 
vide  discount  from  asset  value  devel- 
)ps.  Nice  candidate  for  the  IRA. — T.J. 


rhe  British  are 
still  coming 

For  readers  wondering  if  U.S. 
stocks  aren't  screaming  bargains 
or  British  investors,  as  sterling  surges 
igainst  the  dollar,  Mark  Dixon  an- 
swers persuasively  in  the  affirmative. 
Dixon,  the  editor  of  the  New  York- 
?ased  British-American  Deal  Review,  has 
;reated  a  "relative  pricing  index"  that 
:akes  the  London  Financial  Times  30- 
share  index,  adjusts  it  for  dollars  and 
neasures  its  performance  against  the 
Dow  Jones  industrial  average.  His  in- 
dex says  that,  for  a  British  investor, 
J.S.  stocks  are  the  cheapest  they've 
seen  since  1980,  when  our  Dow  was 
dragging  bottom  at  around  800.  Brit- 
sh  acquisitors  know  this:  Their  ag- 
gressive buying  of  U.S.  companies 
jushed  British  stock  buying  here  to  an 
xnusually  high  $30  billion  last  year. 
Dixon  expects  the  buying  to  remain 
strong,  perhaps  $20  billion  this  year. 
Quite  a  bit  of  last  year's  British  buy- 
ng  was  financed  by  London's  own 
Dull  market.  That  market  may  or  may 
lot  remain  bullish.  But  Dixon  says 
ots  of  British  companies  likely  to  buy 
J.S.  companies  are  cash  rich.  So  far 
Dixon  looks  on  target.  Since  Oct.  19 
mly  one  major  British  deal  has  been 
:erminated — TI  Group's  $144  million 
Did  for  Bundy,  a  tubing  manufacturer. 
\  total  of  33  new  transactions  have 
jeen  announced,  9  of  them  deals  over 
550  million.  — Tatiana  Pouschine 
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Dollar  play 

ere's  a  neat  weak-dollar  play, 
courtesy  of  Prescott  Ball  &  Tur- 
Den's  David  Campopiano:  Ferro 
Corp.,  of  Cleveland.  Ferro  (sales 
iround  $850  million)  makes  specialty 
:oatings,  ceramics  and  specialty 
:hemicals.  It's  already  big  overseas — 
50%  of  sales  and  65%  of  earnings — 
ind  Campopiano  says  the  weaker  dol- 
lar can  only  make  it  bigger.  At  home, 
'nean while,  Ferro  has  sold  off  unprof- 
table  businesses  to  focus  on  thermo- 
jlastics  and  fuel  and  oil  additives.  The 
13.8  million  shares  trade  on  the  Big 
ioard  at  225/g — nine  times  anticipated 
1988  earnings  and  around  five  times 
:ash  flow.— T.J. 
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IRA: 

Still  a  great 
idea. 


The  Power  of  Tax-Deferred  Compounding 

$2,000  per  year  for  30  years,  28%  tax  bracket 


$999,914 


$424,460 
$361,887 — — 

'  $209.960  |    [ 

^^$1|522  ■  ■ 


Annual  Growth  Rate      5%  10% 

■HI  Non-tax-deferred 


15% 

I  Tax-deferred 


Compare  the  performance  of  an  IRA  to  a 
taxable  investment,  and  you'll  see  why  an 
IRA  is  still  a  great  idea.  Even  if  your  IRA 
contributions  aren't  tax-deductible,  your 
earnings  grow  tax-deferred.  The  difference 
over  the  years  can  be  dramatic! 

Where  you  invest  makes  a  difference,  too.  For 
example,  two  of  Twentieth  Century  Investors' 
mutual  funds,  Select  and  Growth  Investors, 
have  recorded  annual  compound  growth  rates 
of  20.0%  and  18.9%  for  the  past  15  years!  While 
past  performance  is  no  guarantee  of  future 
results,  a  Twentieth  Century  IRA  is  still  a  great 
idea.  Write  or  call  for  a  free  Information  Kit 
and  Prospectus.  Please  read  the  Prospectus 
carefully  before  investing. 

Call  toll-free:  1-800-345-2021 


Please  send  a  free  Prospectus  to: 


Name 


Address 


City: 


State 


ZIP: 


No-Load,  No-Minimum  Mutual  Funds 

fbs     PO.  Box  419200,  Kansas  City,  MO  64141-6200 
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Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


Action  Technologies  94 

Aetna  Life  &  Casualty  ^   81,  122 

Alcan  Aluminium  81 

Allstate  55 

American  Banker  124 

American  Electronics    103 

American  Financial        55 

American  Greetings  46 

American  Home  Products  12(1 

American  Printer  130 

Ampal  ll-i 

Apollo  Computer  103 

Apple  Computer  90 

ARX  116 

AT&T  1 5 
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Beddor  130 
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Bowkei  Electronic  Publishing  90 

British  American  Deal  Kei  feu  i  m 
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Cigna  81 

Citicorp  103.  124 

Commonwealth  &  Southern 135 
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Credit  Commercial  de  France 130 

Datapoint     15 

De  Beers  36,  81 

Deutsche  Hank 130 

Diners  Cluh         103 

Dow  Tones- Irwin  126 

Dreyfus  55 

Du  Pont  3".   106 

DuffS  Phelps  130 

Eastman  Kodak  103.  106 

EastTek  103 

Edilnord  59 

Edwinola  $4 

Enskilada  Bank  130 

Exxon  17 

R  M(  94 

lerro  Ml 

Fidelity  hinds  81 

FileNet  103 

1  inunest  Group  59 

First  Chicago  Venture  Capital  16 
I  \  America  t  Browning) 

Ford  Motoi  120,   135 

I'll)  Iso 

i,l  12.   17 

i,i  (Kidder,  Peabrxh  I  112,  119 
General  Motors                     17    16,48.86,90,135 

Geovision  90 

Gibson  Greetings  16 

Gilflllan  103 

Glenlfvet  96 
Gold  Mountain  Records 

Goldman,  Sachs  ^s 

Griffin  S  Howe  96 
Grolia 
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Gull  &  w  estem  t  Paramount »  59 
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Hallmark  Cards 4' 

Hewlett-Packard  55.  91 

Hilton  Hotels g! 

Hitachi  10 

Home  Shopping  Network  1 

Honda  91 

Hovnanian  Enterprises  lie 

Hulbert  Financial  Digest  12' 

Hunt's  Healthcare  3 


Hvatt 
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IBJ  Schroeder  Bank  &  Trust  

IBM  8.  17,  90,  10. 

HGiornale  5' 

Indian  Express  10 

Industrial  Bank  of  Japan  13 

Information  Access 9° 

Intech  

Intermarkel         5' 

Intermountain  Power  Agency 11' 

International  Herald  Tribune    12 

International  Investment  Trust  11 

Irell  &  Manella  1 

Jones  &  Laughlin    10 

Kansas  City  Southern 

Industries  t 

Kemper  81.   11 

Alfred  A  Knopf  I 
Leland  O'Brien  Rubinstein 

Associates  5 

Loews  1 

l.onhro  11 

Lotus  Development  9 

Lynch,  Jones  &  Ryan  11 

Manufacturers  Hanover      12 

Marriott          J 

Marubeni  

May  /1111.1                            s 

Mavflowei  Stations                13 


MCA 


McDonald's  ,  1C 

Mead  I  )ata  9 

Medi  K.\  America  1 
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Merrill  Lynch 34,  81,  103 

Mesa  Limited  Partnership  40 

Mesa,  Ariz  Industrial 

Development  Authority 34 

Midland  Bank 130 

Milwaukee 130 

Minnesota  Mining  &  Manufacturing 103 

Miwa  Jewelry 36 

Mobil  17 

Monsanto 37 

Montana  Resources  8 

Morgan  Stanley 34 

Morris  Communications  40 

National  City 116 

National  General 55 

NCNB 44,  130 

Network  Technologies  International  94 

New  Jersey  Economic  Development 

Authority  34 

New  Republic  106 

New  World  Pictures  59 

New  York  Carpet  World  37 

New  York  State  Medical  Care  Facilities 

Finance  Agency  for  Catholic 

Medical  Center 119 

New  York  Times 17,  106 

New  York  Yankees 22 

Nippon  Telegraph  &  Telephone 81 

Northrop  /.....:.  103 

Nynex  90 

Ocean  Wilsons  (Holdings) 114 

Olivetti  103 

The  One  Bancorp 130 

Packard-Bell 103 

Paribas  Group 130 

Parker 18 

Pataskala  Country  Manor  34 

jPennzoil 8,  17,  22,  112 

Pensions  &  Investment  Age 55 

Petrie  Stores 13 

Philadelphia  bonds 119 

Philips  103 


Phillips  Petroleum  112 

Platinum  Guild  International 36 

Plexus  Computer  103 

Powers  Financial  12 

Prescott  Ball  &  Turben 131 

Primerica 12 

Primerica  (Smith  Barney) 34 

Progressive  81 

The  Prudent  Speculator 126 

Publitalia 59 

Purdey 96 

Radiotelevisione  Italiana 59 

Raytheon 103 

Recycled  Paper  Products 46 

Reynolds  Metals 81 

RJR  Nabisco 120 

Rolex  98 

Roserich  Designs  46 

Salomon  12.  55,  119 

Santucci  Construction 22 

Sara  Lee  13 

Schlumberger  59 

CD.  Searle 135 

Sears,  Roebuck  17,  37 

Security  Pacific  Bank 103 

SFN 46 

Shaw  Industries 37 

Shearson  Lehman  Brothers 90 

Skylyn  Hall 34 

SmithKline  Beckman  120 

Sony 103 

Sotheby's  98 

Spanish  International  Communications  ;..  46 

Squibb 122 

Student  Loan  Marketing  Association  52 

Sumitomo  36 

Sun  Hung  Kai  Properties  114 

Sun  Mesa  Health  Care  Project 34 

Sun  Microsystems  103 

Swire  Pacific  114 

Sycor 103 

Tandon 8 


Telemilano 59 

Telephone  Switch  Newsletter 126 

Templeton  Emerging  Markets  Fund  114 

Templeton  funds 81 

Texaco 17,  22,  112 

Texas  Instruments  55 

TGI  Friday's  15 

Third  National 44 

Thomson-CSF 103 

TI  Group  131 

Tokyo  Giants  (baseball) 22 

Trans-Arabian  Pipe  Line  14 

Travelers 81 

Turner  Broadcasting  (Cable  News  Network)  77 

TWA  17 

UBS  130 

Unisys  94 

Universal  Matchbox 114 

USX  108 

Van  Cleef  &  Arpels  98 

Veterinary  Economics  130 

Volkswagen 135 

Wachovia  44 

Wako 36 

Wall  Street  Journal 48,  106 

Wang  Laboratories 90,  103 

Washington  Post  106 

Weintraub  Entertainment  Group  77 

Wells  Fargo  Investment  Advisors  55 

West  Publishing 90 

Western  Digital  8 

Westin  38 

Westinghouse 15 
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Tax  laws  have  changed  this  year.  And  tax  forms  are  different. 

So  it's  smarter  than  ever  to  file  now  and  file  accurately.  If  you  need  help, 

call  or  visit  your  local  IRS  office.  And  make  your  taxes  less  taxing. 

Make  your  taxes  less  taxing. 

Do  them  today 


A  Public  Service  of  This  Publication  & 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

(From  the  issue  of  February  1,  1928) 

"Happily,    international    affairs    are 

progressing  satisfactorily.  Mexico  has 
instituted  definite  action  to  remove 
the  main  cause  of  her  friction  with 
this  country.  President  Coolidge 
made  a  distinctly  favorable  impres- 
sion at  the  opening  of  the  very  impor- 
tant Pan-American  Conference.  Colo- 
nel Lindberg's  epochal  Latin-Ameri- 
can tour  has  been  helpful.  Europe's 
attitude  towards  us  appears  to  have 
become  less  unfriendly.  The  ban 
against  raising  French  loans  here  has 
been  lifted " 

"Perhaps  the  best  thing  which  could 
happen  for  the  [auto]  industry  and  for 
owners  of  automobile  securities 
would  be  a  discovery  by  Henry  Ford 
that  he  has  put  too  low  a  price  on  his 
car.  Were  he  to  add,  say,  $50  to  his 
price,  his  principal  competitors  proba- 
bly would  gladly  do  the  same.  It  will 
not  in  the  long  run  profit  the  public  to 
have  automobile  manufacturers  cut 
one  another's  throats." 

Fifty  years  ago 

(From  the  issue  of  February  1,  1938) 

"Public  utility  industry  loses  first 
round  of  critical  bout  when  three- 
judge  Federal  Court  of  Appeals  unani- 
mously decides  that  TVA's  produc- 
tion and  sale  of  electric  power  in  com- 
petition with  privately  owned 
utilities  is  wholly  legal.  Utilities 
[plan]  immediate  appeal  to  U.S.  Su- 
preme Court .  .  .  before  June.  Decision 
underlines  'desperate'  offer  of  Presi- 
dent Wendell  L.  Willkie  to  sell  Com- 
monwealth &. Southern  properties  in 
Tennessee  Valley  to  federal  govern- 
ment, as  a  presumably  legal  TVA  plus 
President  Roosevelt's  blast  against 
holding  companies  make  its  stock- 
holders' positions  untenable." 

"Claimed  to  be  the  first  of  its  kind  in 
the  East  is  a  new  service  station, 
planned  especially  for  trucks,  which 
was  recently  opened  in  Connecticut 
by  Mayflower  Stations,  Inc.  While 
their  trucks  are  being  serviced  or  over- 
hauled, drivers  can  rest  and  relax  in  a 
nearby  house  which  has  been  convert- 
ed into  a  hotel  for  them." 


Twenty-five  years  ago 

(From  the  issue  of  February  1,  1963) 


Henry  Ford  II  explains  Ford's  slippage 

"In  the  auto  industry,  1962  yielded  a 
bumper  crop  of  successes.  The  great- 
est, of  course,  was  selling  7.1  million 
cars  to  the  U.S.  public  and  thereby 
showing  the  second-highest  sales  in 
industry  history.  Leading  the  pa- 
rade— and  by  an  even  wider  margin 
than  usual — was  General  Motors.  .  .  . 
Chrysler  Corp.  finally  hit  the  come- 
back trail,  halting  a  five-year-long 
drop  in  market  share  by  gaining  14% 
of  the  market  in  the  year's  final  quar- 
ter (up  from  11%  in  1961). 

"Almost  overlooked  among  these 
successes,  except  in  Dearborn,  Mich., 
where  the  concern  of  tight-lipped  ex- 
ecutives from  Henry  Ford  II  on  down 
was  considerable,  was  the  disappoint- 
ing showing  of  Ford  Motor  Co." 

"Panic  is  a  dirty  word  to  businessmen 
and  investors.  But  no  other  can  de- 
scribe the  investor  reaction  to  the  re- 
cent downfall  of  the  publicly  owned 
real  estate  companies.  Stock  prices 
plunged  to  abysmal  levels  as  thou- 
sands of  disillusioned  shareowners 
rushed  to  unload  their  shares.  Most 
escaped  only  after  taking  heavy 
losses.  But  at  least  they  were  able  to 
escape.  In  a  possibly  worse  yet  less 
publicized  position  are  many  of  the 


legion  of  small  investors  who  put 
$5,000,  $10,000  or  more  of  hard- 
earned  savings  into  straight  real  es- 
tate syndications." 

Ten  years  ago 

(From  the  issue  of  February  6,  1978) 

"East  Germany  has  worked  out  a  barter 
deal  with  its  western  neighbor  for 
10,000  Volkswagen 'Golf  automobiles 
(sold  in  the  U.S.  as  the  Rabbit).  Pay- 
ment will  be  $38  million  worth  of 
plastics,  electronic  gear  and  other 
items,  making  each  car  worth  about 
$3,800.  To  keep  lukewarm  Reds  from 
being  overly  impressed  with  West  Ger- 
man technology,  East  Berlin's  Com- 
munist bosses  plan  to  sell  the  VWs  only 
as  rewards  to  the  most  fervent  work- 
ers— at  about  $8,600  apiece.  .  .  ." 

"Crusty  old  John  G.  Searle  apparently 
didn't  much  admire  the  business  acu- 
men of  his  sons  and  son-in-law  who  in 
the  early  Sixties  were  helping  run  the 
family's  smallish  but  enormously  prof- 
itable Chicago-based  drug  and  health 
care  firm,  G.D.  Searle  &  Co.  .  .  . 

"As  things  turned  out,  John  Searle 
had  been  right  to  worry  about  his  off- 
springs' business  prowess.  Since  they 
took  over,  the  company  has  become  a 
mess.  Scarcely  a  decade  later,  G.D. 
Searle  labors  under  heavy  debt  and  ill- 
starred  diversification.  It  faces  $95  mil- 
lion in  writeoffs  [which]  likely  will 
more  than  wipe  out  1977's  earnings." 

G.D.  Searle  &  Co.  'sjohn  G  Searle 

EHSJHHmHflBH 


FORBES,  JANUARY  25,  1988 


135 


In  the  commerce  of  speech 
use  only  coin  of  gold 
and  silver. 
Joseph  Joubert 


Look  wise,  say  nothing, 
and  grunt.  Speech  was  given 
to  conceal  thought. 
William  Osler 


It  is  a  sad  thing  when 
men  have  neither  the  wit 
to  speak  well,  nor  the 
judgment  to  hold 
their  tongues. 
Jean  de  La  Bruyere 


The  tone  of  people  with  low 

aims  is  always  a  high  one: 

the  talk  of  those  who  live 

purely  for  the  good 

is  appalling. 

Logan  Pearsall  Smith 


I  know  only  two  words  of 
American  slang,  'swell' 
and  'lousy'.  I  think  'swell' 
is  lousy,  but  'lousy' 
is  swell. 
J.B.  Priestley 


Dialect  tempered  by  slang 

is  an  admirable  medium  of 

communication  between  persons 

who  have  nothing  to  say  and 

persons  who  would  not 

care  for  anything 

properly  said. 

Thomas  Bailey  Aldrich 


To  a  teacher  of  languages 
there  comes  a  time  when 
the  world  is  but  a  place 
of  many  words  and  man  appears 
a  mere  talking  animal  not 
much  more  wonderful 
than  a  parrot. 
losi  i'n  Conrad 


Arm  white  words  are  a  harsh 
chimin  and  dissonance   When 
a  man  arrives  at  his  highest 
perfei  unn,  be  will 
again  be  dumb. 
Nathaniel  Hawthorne 


Thoughts 

on  the  Business  of  Life 


Young  people  often  think  it  is  a  sign 
of  superior  smartness  to  ejaculate 
slang  every  time  they  open  their 
mouths.  Others  become  users  of  slang 
chiefly  because  of  thoughtlessness: 
they  don 't  stop  to  consider  the 
impression  they  thus  make  upon 
others.  Grammatical  expression  can 
be  cultivated  by  any  normal  person. 
The  importance  of  devoting  care 
to  one's  speech  was  recognized  at 
the  dawn  of  civilization. 
B.C.  Forbes 


Correct  English  is  the 
slang  of  prigs  who  write 
history  and  essays. 
George  Eliot 


Next  in  criminality  to  him 
who  violates  the  laws  of 
his  country  is  he  who 
violates  the  language. 
Walter  Savage  Landor 


One  way  of  looking  at 
speech  is  to  say  it  is  a 
constant  stratagem  to 
cover  nakedness. 
Harold  Pinter 


Words  have  users,  but  as  well, 
users  have  words.  And  it  is 
the  users  that  establish 
the  world's  realities. 
Amiri  Baraka 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  m  a  two 
volume  boxed  lei  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one  volume  edition  of  over  3.000 
"Thoughts . "  Price  $78.50.  Send  check  and 
order  to-  Forbes  Inc  .  60  Fifth  Ave..  New  York. 
N  Y.  10011  Add  sales  tax  on  orders  m  New 
York  State  and  other  states  where  applicable. 


Every  individual  or  national 
degeneration  is  immediately 
revealed  by  a  directly  proportional 
degradation  in  language. 
Joseph  De  Maistre 


The  limits  of  my  language 

mean  the  limits  of 

my  world. 

Ludwig  Wittgenstein 


Meanings  receive  their  dignity 
from  words  instead  of  giving 
it  to  them. 
Blaise  Pascal 


Write  with  the  learned,  but 
speak  with  the  vulgar. 
Thomas  Fuller 


A  person  gets  from  a  symbol  the 
meaning  he  puts  into  it,  and 
what  is  one  man's  comfort  and 
inspiration  is  another's 
jest  and  scorn. 
Robert  Jackson 


A  Text . . . 

A  word  fitly  spoken  is 
like  apples  of  gold  in 
pictures  of  silver. 
Proverbs  25:11 


Sent  in  by  Louis  Butler,  New  Orleans,  La. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Slang  is  the  speech  of  him 
who  robs  the  literary  garbage 
cans  on  their  way  to 
the  dumps. 
Ambrose  Bierce 


The  language  of  the  street 
is  always  strong. 
Ralph  Waldo  Emerson 


I  wonder  what  language  truck 
drivers  are  using,  now  that 
everyone  is  using  theirs. 
Beryl  Pfizer 
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INDJJLGENT.    THE    SENSE    OF    REMY 


\M  International  •  AMAX  •  AMP  •  Abbott  Labora- 
ories  •  Advanced  Micro  Devices  •  Agway  •  Air 
•roducts  &  Chemicals  •  Allegheny  International  • 
Ulied-Signal  •  Allis-Chalmers  •  Alumax  •  Alumi- 
lum  Co.  of  America  •  Amdahl  •  Amerada  Hess  • 
Ymerican  Bakeries  •  American  Brands  •  American 
in  •  American  Cyanamid  •  American  Greetings  • 
Unencan  Hoechst  •  American  Home  Products  • 
American  Maize-Products  •  American  Motors  • 
American  Standard  •  American  Tel  &  Tel.  •  Amoco 
'  Ampco-Pittsburgh  •  Amstar  •  Anchor  Hocking  • 
Anderson  Clayton  •  Anheuser-Busch  •  Apple  Com- 
■uler  •  Archer  Daniels  Midland  •  Armco  •  Arm- 
trong  Rubber  •  Armstrong  World  Industries  • 
ksarco  •  Ashland  Oil  •  Atlantic  Richfield  •  Avery 
ntemational  •  Avon  Products  •  BASF  •  Baker 
nternational  •  Ball  •  Bausch  &  Lomb  •  Baxter 
"ravenol  Laboratories  •  Beatrice  •  Becton  Dickin- 
on  •  Bell  &  Howell  •  Bemis  •  Bethlehem  Steel  • 
tig  Three  Industries  •  Black  &  Decker  •  Boeing  • 
Soise  Cascade  •  Borden  •  Borg-Warner  •  Bowater 
'  Briggs  &  Stratton  •  Bristol-Myers  •  Brockway  • 
Srown-Forman  •  Brunswick  •  Burlington  Industries 
1  Burroughs  •  Butler  Manufacturing  •  CBI  Indus- 
ries  •  CF  Industries  •  CPC  International  •  Cabot  • 
Cameron  Iron  Works  •  Campbell  Soup  •  Carlisle  • 
Carpenter  Technology  •  Caterpillar  Tractor  •  Ceco 
ndustries  •  Celanese  •  CertainTeed  •  Champion 
ntemational  •  Champion  Spark  Plug  •  Chesapeake 
1  Chesebrough-Pond's  •  Chevron  •  Chromalloy 
Imerican  •  Chrysler  •  Cincinnati  Milacron  •  Clark 
Equipment  •  Clorox  •  Coastal  •  Coca-Cola  • 
i>leeo  Industries  •  Coleman  •  Colgate-Palmolive  • 
"oil  Industries  •  Combustion  Engineering  • 
'.ompaq  Computer  •  Computervision  •  ConAgra  • 
Consolidated  Papers  •  Control  Data  •  Cooper  Indus- 
ries  •  Cooper  Tire  &  Rubber  •  Coors  (Adolph)  • 
Coming  Glass  Works  •  Crane  •  Crown  Central 
'etroleum  •  Crown  Cork  &  Seal  •  Crown  Zellerbach 
1  Cummins  Engine  •  Cyclops  •  Dana  •  Dart  & 
Craft  •  Data  General  •  Datapoint  •  Dataproducts  • 
)ayco  •  Dean  Foods  •  Deere  •  Deluxe  Check 
"rimers  •  Dennison  Manufacturing  •  Dexter  • 
)iamond  Shamrock  •  Digital  Equipment  •  Donnel- 
ey  (R  R.)  &  Sons  •  Dorsey  •  Dover  •  Dow  Chemical 
'  Dow  Coming  •  Dow  Jones  •  Dresser  Industries  • 
Xi  Pont  (E.I.)  de  Nemours  •  EG&G  •  E-Systems  • 
)agle-Picher  Industries  •  Easco  •  Eastman  Kodak  • 
aton  •  Echlin  •  Economics  Laboratory  •  Emerson 
Clectnc  •  Emhart  •  Engelhard  •  Ethyl  •  Ex-Cell-0 

•  Exxon  •  FMC  •  Fairchild  Industries  •  Farmland 
ndustries  •  Federal  Co.  •  Federal-Mogul  •  Federal 
'aper  Board  •  Ferro  •  Fieldcrest  Mills  •  Figgie 
ntemational  Holdings  •  Fjrestone  Tire  &  Rubber  • 
■Towers  Industries  •  Ford  Motor  •  Foxboro  •  Frue- 
laul  •  Fuller  (H.B)  •  Fuqua  Industries  •  GAF  • 
jannett  •  General  Dynamics  •  General  Electric  • 
jeneral  Foods  •  General  Instrument  •  General  Mills 
■  General  Motors  •  General  Signal  •  Georgia  Kraft 

•  Georgia-Pacific  •  Gerber  Products  •  Gifford-Hill 
'  Gillette  •  Gold  Kist  •  Goodrich  (B.F.)  •  Goodyear 
"ire  &  Rubber  •  Gould*  Grace  (W.R.)  •  Great 
Northern    Nekoosa    •    Grumman    •    Hammermill 

'aper  •  Harcourt  Brace  Jovanovich  •  Harnischfeger 
'  Harris  •  Harris  Graphics  •  Harsco  •  Hartmarx  • 
Jasbro  •  Heinz  (H.J.)  •  Hercules  •  Hershey  Foods 

•  Hewlett-Packard  •  Hillenbrand  Industries  •  Hon 
ndustnes  •  Honeywell  •  Hormel  (Geo.  A)  • 
lughes  Tool  •  IC  Industries  •  ITT  •  Illinois  Tool 
Vorks  •  Ingersoll-Rand  •  Inland  Steel  •  Intel  • 
nterlake  •  International  Business  Machines  •  Inter- 


Over  400  of  the 

Fortune  500 

Companies  Believe 

in  Dale  Carnegie® 

Training 

They  show  this  by  supporting  in- 
company  classes  and  by  offering 
tuition  reimbursements.  Last  year, 
over  140,000  people  participated 
in  Dale  Carnegie®    programs. 
For  more  information  on  our  pro- 
grams and  how  your  organization 
can  participate,  please  write  or 
call  for  our  free  1 6  page  catalog. 


Dale  Carnegie  Training® 

Call  800-231-5800 

In  Texas,  800-392-2424 

Suite  328  F 

6000  Dale  Carnegie  Drive  (PVT) 

Houston,  Texas  77036 


Accreditation  With  The  Accrediting  Council  For  Continuing 
Education  &  Training,  Inc. 


national  Flavors  &  Fragrances  •  International 
Harvester  •  International  Minerals  &  Chemical  • 
International  Multifoods  •  International  Paper  • 
Interstate  Bakeries  •  James  River  Corp  of  Virginia  • 
Johnson  Controls  •  Johnson  &  Johnson  •  Jostens  • 
Joy  Manufacturing  •  Kaiser  Aluminum  &  Chemical 

•  Kellogg  •  Kellwood  •  Kerr-McGee  •  Kidde  • 
Kimberly-Clark  •  Knight-Ridder  Newspapers  • 
Koppers  •  LTV  •  Land  O'Lakes  •  Lear  Siegler  • 
Lever  Brothers  •  Levi  Strauss  •  Libbey-Owens-Ford 

•  Lilly  (Eli)  •  Lipton  (Thomas  J.)  •  Liquid  Air  • 
Litton  Industries  •  Lockheed  •  Lone  Star  Industries 

•  Longview  Fibre  •  M/A-Com  •  Mack  Trucks  • 
Macmillan  •  Magic  Chef  •  Manville  •  Mapco  • 
Marmon  Group  •  Martin  Marietta  •  Mattel  •  Maytag 

•  McCormick  •  McDonnell   Douglas  •  McGraw-Hill 

•  Mead  •  Merck  •  Meredith  •  Midland-Ross  • 
Miles  Laboratories  •  Miller  (Herman)  •  Minnesota 
Mining  &  Manufacturing  •  Mobay  •  Mobil  • 
Mohasco  •  Monfort  of  Colorado  •  Monsanto  • 
Morton  Thiokol  •  Motorola  •  NCR  •  NL  Industries 

•  NVF  •  Nalco  Chemical  •  Nashua  •  National  Dis- 
tillers &  Chemical  •  National  Gypsum  •  National 
Semiconductor  •  National  Service  Industries  • 
National  Starch  &  Chemical  •  New  York  Times  • 
North  American  Coal  •  North  American  Philips  • 
Northrop  •  Occidental  Petroleum  •  Ocean  Spray 
Cranberries  •  Olin  •  Outboard  Marine  •  Owens- 
Corning  Fiberglas  •  Owens-Illinois  •  Oxford  Indus- 
tries •  PACCAR  •  PPG  Industries  •  Parker  Hannifin 

•  Penn  Central  •  Pennwalt  •  Pennzoil  •  PepsiCo 

•  Perkin-Elmer  •  Pfizer  •  Phelps  Dodge  •  Philip 
Morris  •  Philips  Industries  •  Phillips  Petroleum  • 
Phillips-Van  Heusen  •  Pierce  (S.S.)  •  Pillsbury  • 
Pitney  Bowes  •  Polaroid  •  Potlatch  •  Prime  Com- 
puter •  Procter  &  Gamble  •  Quaker  Oats  •  Quaker 
Slate  Oil  Refining  •  Ralston  Purina  •  Raychem  • 
Raytheon  •  Reichhold  Chemicals  •  Revere  Copper  & 
Brass  •  Revlon  •  Rexnord  •  Reynolds  (R.J.)  Indus- 
tries •  Reynolds  Metals  •  Richardson-Vicks  • 
Robertson  (H.H.)  •  Robins  (A.H.)  •  Rockwell  Inter- 
national •  Rohm  &  Haas  •  Rohr  Industries  •  Roper 

•  Rubbermaid  •  SCI  Systems  •  SCM  •  Sara  Lee  • 
Savannah  Foods  &  Industries  •  Schering-Plough  • 
Scientific-Atlanta  •  Scott  &  Fetzer  •  Scott  Paper  • 
Seagram  (Joseph  E.)  &  Sons  •  Shell  Oil  •  Sheller- 
Globe  •  Sherwin-Williams  •  Singer  •  Smith  (A.O.) 

•  SmithKline  Beckman  •  Snap-on  Tools  •  Sonoco 
Products  •  Southwest  Forest  Industries  •  Sperry  • 
Square  D  •  Squibb  •  Staley  Continental  •  Stana- 
dyne  •  Standard  Oil  •  Standard  Register  •  Stanley 
Works  •  Sterling  Drug  •  Stevens  (J.P.)  •  Stone  Con- 
tainer •  Storage  Technology  •  Sun  •  Sun  Chemical 

•  Sundstrand  •  Swift  Independent  •  Sybron  • 
TRW  •  Tandem  Computers  •  Tecumseh  Products  • 
Tektronix  •  Teledyne  •  Telex  •  Tenneco  •  Texaco 

•  Texas  Instruments  •  Textron  •  Time  Inc  • 
Times  Mirror  •  Timken  •  Trinity  Industries  •  Tyco 
Laboratories  •  USG  •  Union  Camp  •  Union  Carbide 

•  Uniroyal  •  United  Brands  •  U.S.  Steel  •  United 
States  Tobacco  •  United  Technology  •  Universal 
Foods  •  Unocal  •  Upjohn  •  Varian  Associates  • 
Vulcan  Materials  •  Waller  (Jim)  •  Wang  Laboratories 

•  Warnaco   •   Warner-Lambert   •   Washington   Post 

•  West  Point-Pepperell  •  Westinghouse  Electric  • 
Westmoreland  Coal  •  Westvaco  •  Weyerhaeuser  • 
Wheeling-Pittsburgh  Steel  •  Whirlpool  •  White  Con- 
solidated Industries  •  Willamette  Industries  • 
Wilson  Foods  •  Winn  Enterprises  •  Wilco  • 
Worthington  Industries  •  Wrigley  (Wm.  Jr.)  •  Xerox 

•  Zenith  Electronics  • 


We've  opened  up  some  intere 
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38  John  Blay-Miezah  and  bodyguard 
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COVER  STORY 

57    Naked  Came  The  Short-Sellers 

By  Phyllis  Berman  with  Ronit  Addis 
Red  of  tooth  and  claw,  naked  short- 
sellers  prey  on  small  company  stocks. 
But  are  the  victims  all  that  innocent? 
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There  was  a  time  when 
our  customers  rarely  used  their 
cellular  phones  outside  their 
own  cities. 

Arrangements  had  to  be 
made  in  advance.  There  were  pre  i 
registration  numbers  to  call.  Evenj 
additional  billing  procedures. 

But  today,  city  limits  can  bej 
ignored.  Thanks  to  Cellular 
Passport  Service,  an  innovative 
concept  offered  by  our  subsidi- 
ary, Southwestern  Bell  Mobile 
Systems. 

With  Passport,  you  can 
leave  town  on  a  moments  notice. 
And  thanks  to  our  agreements 
with  other  cellular  companies 
across  the  nation,  you  can  use 
your  phone  as  easily  as  you 
would  at  home. 

Since  we've  paved  the  way, 
our  customers  are  calling  on  the 
road  more  often.  From  just 
about  anywhere  in  the  country. 
In  fact,  at  last  count  there  were 
145  cities  across  the  U.S.  and 
Canada  where  Passport  could  be 
used.  And  that  number  continues 
to  grow. 

For  our  customers,  and  for 
us,  that's  a  sure  sign  of  success. 

Making  the  most  of  what 
we  know  best. 


Southwestern  Bell 
Corporation 


ing  avenues  for  our  customers. 
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38    "He  Gave  Off  A  Kind  Of  Aura" 

By  Richard  C.  Morais 
Would  you  lend  money  to  a  stranger 
on  shadowy  collateral?  Some  pretty 
smart  people  did  just  that  for  John 
Ackah  Blay-Miezah. 


GOVERNMENT 


101  Can  The  U.S.  Regain  The  Lead 
In  Space? 

By  Howard  Banks 

Sure.  But  for  now,  America's  drive  to 
the  stars  is  being  derailed  by  a  collec- 
tion of  lazy  big-buck  bureaucrats. 
Who?  The  National  Aeronautics  & 
Space  Administration. 
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118  Losses?  What  Losses? 

By  Penelope  Wang 

When  companies  make  stock  buy- 
backs,  they  call  them  investments. 
When  the  investments  bomb,  they 
call  in  accountants. 


119  Overkill 

By  Janet  Novack 

Tax  reformers  aimed  at  rich  doctors. 
They  may  end  up  hitting  every  corpo- 
ration that  subcontracts  any  kind  of 
business  service. 

120  Odd  Lots 

By  Laura  Saunders 

Dealsters  strapped  for  cash  have  been 

giving  out  funny-money  preferred. 
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128  Beer  Blunder 

By  Claire  Poole 

Heineken,  for  years  the  top-selling 

import  in  the  U.S,  seems  to  be  losing 

to  a  Mexican  brew  that  did  things 

right  while  Heineken  sneered. 

SCIENCE  &  TECHNOLOGY 

134  "I'm  A  Bad  Manager" 

By  Laura  Jereski 

Why  do  technology  pioneers  have  trou- 
ble running  companies?  Consider 
Mark  Ain,  inventor  of  the  electronic 
time  clock.  Also:  Teaching  computers. 


138  Ici  On  Parle  Bottom-Line 
Responsibility 

By  Dyan  Machan 

Knowing  a  foreign  language  will 
doubtless  help  you  perform  once  you 
win  a  foreign  assignment.  But  it  won't 
help  you  get  the  assignment. 

PERSONAL  AFFAIRS 

143  Of  Tea  Dances  And  Taxis 

By  Laura  Jereski 

Boston  has  been  so  busy  growing  that 
its  traditions  have  begun  to  slip.  But 
the  revival  has  already  begun.  Also: 
Rooms  at  the  inn,  mon. 
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158  Postcrash  Fund  Ratings 

By  William  Baldwin 

Some  funds  with  terrific  long-term 
records  haven't  earned  very  much 
money  for  their  customers. 

176  Streetwalker 

Orion  Pictures  Corp.;  Gabelli  Equity 
Trust;  Eaton  Vance  Corp.;  Ocean 
Drilling  &  Exploration  Co. 
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Why  the  Feshbachs  are  heavily  in  cash 

Pity  the  Feshbachs.  Since  the  Oct.  19  crash  the  Palo  Alto,  Calif, 
family  can  nc  longer  find  many  bargains.  How  come?  The 
Feshbachs  concentrate  on  the  Nasdaq  market,  which  was  hit 
even  harder  than  the  Big  Board,  so  one  would  think  they  would 
have  plenty  of  bargains.  Their  problem  is,  they  are  almost 
exclusively  short-sellers,  seeking  out  overpriced  stocks  to  drive 
down.  With  most  of  the  obvious  targets  already  in  ruins,  they 
recently  found  themselves  only  30%  invested.  Poor  chaps. 

In  "Naked  came  the  short-sellers,"  Phyllis  Berman  and  Ronit 
Addis  take  a  look  at  the  controversial  practice  of  naked  short- 
selling,  a  little-known  practice  that  takes  place  primarily  in  the 
over-the-counter  market,  whereby  determined  shorts  try  to 
drive  down  prices  without  bothering  to  borrow  stock  to  deliver 
to  the  buyers.  The  Feshbachs  acknowledge  that  they  have  used 
the  technique.  It  greatly  enhances  the  amount  of  pressure  shorts 
can  apply.  Is  this  arcane  practice  legal?  Is  it  fair  to  struggling 
companies?  Berman  and  Addis  ask  the  right  questions  and  come 
up  with  some  of  the  answers.  Starts  on  page  57. 


The  mess  in  space 

Our  Washington  Bureau 
Manager,  Howard  Banks,  is 
one  of  the  country's  truly 
plugged-in  journalists  when 
it  comes  to  aerospace.  In  this 
issue  he  tackles  the  bureau- 
cratic mess  that  our  National 
Aeronautics  &  Space  Admin- 
istration has  become.  The 
loss  of  the  Challenger  and  its 
seven  astronauts  is  merely 
the  visible  tip  of  the  mess. 
Banks  says  NASA  has  be- 
come a  costly,  drifting  bu- 
reaucracy whose  main  goals 
are  its  own  self-perpetuation 
and   aggrandizement.    Break 

up  NASA,  Banks  says.   Let     

private  business  do  the  research  and  commercial  applications. 
Render  unto  the  Pentagon  that  which  is  military. 

Banks  deplores  what  he  describes  as  the  show  business  as- 
pects of  NASA's  activities — the  emphasis  on  manned  space 
stunts.  He  questions  whether,  with  anything  like  existing  tech- 
nology, humans  can  stand  prolonged  space  exposure.  Writes  he: 
"The  deteriorated  condition  of  cosmonaut  Yuri  Romanenko, 
after  he  returned  from  his  year  in  orbit,  questions  whether  such 
a  trip  would  be  practical.  Romanenko  had  suffered  significant 
loss  of  skeletal  bone  (calcium  is  lost  in  space  through  urine). 
And  he  had  lost  about  15%  of  muscle  volume  in  his  legs,  despite 
exercise  (he'll  likely  have  to  relearn  how  to  walk).  There  are  also 
serious  concerns  about  his  heart.  Consequently,  there  are 
doubts  that  humans  can  work  effectively  and  efficiently  in 
weightlessness  longer  than  four  or  five  months  or  so." 

There's  all  this  and  much  more  in  "It's  time  to  bust  up 
NASA,"  which  starts  on  page  101. 


Mercury-Redstone  3  lift-off.  1961 
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TOYOTA     ?ESS\m 


X 


ELEGANCE:  NO  PROBLEM. 

Sumptuously  appointed— automatic 
climate  control,  power  windows  and 
door  locks,  Theft  Deterrent  System,  rich 
velour  comfort  or  optional  leather. 


THE  MOST 
TROUBLE-FREE     y 
NEW  CAR  SOLD 


Toyota  Cressida  is  the  most  trouble-free  new  car  sold 

in  the  U.S.*  a  desirable  trait  in  any  car.  But  compare  the 

1988  Cressida  to  luxury  cars  costing  thousands  more,  and 

it  becomes  more  desirable  than  ever.  Its  sophisticated 


a  deep  reserve  of  power  and  ceaseless  cruising  ability. 

Optional  Toyota  Electronic  Modulated  Suspension  (TEMS) 

turns  concrete  to  velvet.  Exquisitely  styled  aerodynamics. 

And  a  lavish  cabin  with  superior  comfort  for  five. 

1988  Toyota  Cressida.  Afford  yourself  the  luxury  of 

the  most  trouble-free  car  in  America.  Purequality 

Get  More  From  Life. .  .Buckle  Up! 


PERFORMANCE:  RELY  ON  IT. 

From  the  leather-wrapped  wheel  to  the 
Technics**  AM  stereo/FM  stereo  elec- 
tronic tuning  radio  with  cassette  and 


luxury  performs. 

W 

Efc. 


(    TOYOTA 


"Based  on  problems  encountered  in  first  90 
days  of  ownership— |D  Power  and  Associates 
1987  New  Car  Initial  Quality  Survey. 

'Technics  is  a  trademark  of  the  Matsushita 
Electric  Industrial  Co..  Ltd. 
c  1987  Toyota  Motor  Sales  U.S.A..  Inc. 


TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 
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More 
Boesky 

fallout 

Aug.  27,  1984 
Apr.  6,  1987 


As  chairman  of  Cambrian  &.  Gener- 
al Securities,  Ivan  Boesky  had 
shaped  the  British  investment  trust  to 
benefit  from  U.K.  tax  laws  that  pro- 
tected the  short-term  gains  he  reaped 
from  hostile  takeover  bids  in  the  U.S. 
Then  last  year  Boesky  gave  nearly  $50 
million  worth  of  the  shares  to  the 
Securities  &  Exchange  Commission 
as  part  of  his  $100  million  fine  for 
securities  violations.  The  shares, 
which  once  sold  at  a  premium,  sank. 
Looking  for  a  bargain,  shrewd  Mutual 
Shares  President  Michael  Price  began 
negotiating  to  buy  the  SEC's  shares. 
Forbes  warned  holders  of  Cambrian 
&  General  not  to  sell  what  Price  was 
buying. 

Forbes  and  the  SEC,  as  it  turned 
out,  were  too  clever  by  half.  As  if 
heeding  Forbes'  advice,  the  SEC  an- 
nounced last  August  that  it  would  not 
sell  Boesky's  5.8  million  ordinary 
Cambrian  shares  and  8.5  million  capi- 
tal shares  after  all.  Instead,  it  would 
hang  on  to  them,  hoping  for  a  profit- 
able liquidation  of  Cambrian.  (The 
capital  shares  are  more  heavily  lever- 
aged than  the  ordinary  shares  and,  in  a 
liquidation,  have  more  voting  power.) 

Sure,  Cambrian  has  50%  of  its  as- 
sets in  cash  and  bonds  and  holds  big 
positions  in  such  stocks  as  Warner 
Communications,  General  Mills  and 
Eastman  Kodak.  But  whether  the  SEC 
was  wise  to  take  the  same  risks  as 
ordinary  investors  is  another  ques- 
tion. The  October  crash  pummeled 
Cambrian's  already  depressed  shares. 
At  last  count,  the  ordinary  shares 
were  trading  in  London  for  71  pence — 
a  47%  discount  to  net  asset  value  per 
share  Capital  shares  sold  at  a  44% 
discount  Yet  the  average  closed-end 
fund  in  London  trades  at  only  a  20% 
discount  to  net  asset  value.  In  short, 
the  market  |udged  Cambrian  shares  to 
be  highly  speculative 

Even  though  the  dollar  has  fallen 
along  with  the  value  of  Cambrian 
shares,  the  SEC's  Cambrian  holdings 
are  now  worth  only  $23  million.  The 
British  investment  trust  has  already 


taken  a  $20  million  writeoff  on  a  sub- 
sidiary's investment  in  Boesky's  ma- 
jor partnership  and  another  $20  mil- 
lion writeoff  to  cover  potential  liabil- 
ities from  three  private  damage  suits 
by  investors. 

What  does  the  SEC  say?  "I  can't  tell 
you  what  the  commission  may  or 
may  not  be  doing  with  regard  to  those 
shares,"  says  a  spokesman.  "We  sim- 
ply are  not  going  to  comment  on 
that." — Alyssa  A.  Lappen 


Sticky 
business 


Jan.  26,  1987 


Yet  Miller  thinks  that  by  restruc- 
turing Avery's  earnings  should  rise  at 
least  $5  million  this  year;  analysts  see 
total  earnings  of  about  $75  million  on 
sales  of  perhaps  $1.4  billion. 

But  Avery  had  better  come  through: 
The  stock,  recently  priced  at  205/s  per 
share,  still  trades  at  a  handsome  16 
times  trailing  earnings.  But  relative  to 
expected  1988  earnings  the  multiple 
is  only  12.  Thus,  Miller's  comment  to 
Forbes  last  year  is  still  apt:  "I'd  be 
smoking  opium  if  I  wasn't  worried 
[about  raiders],"  he  said. — A.A.L. 


Slow  to 
grow 

Dec.  15,  1986 


Avery  International  of  Pasadena 
had  an  ambitious  plan  a  year  ago 
to  take  on  3M  Corp.'s  transparent 
tape  and  Post-it  sticking  notes.  "Five 
years  from  now,  we  intend  to  be  num- 
ber two,"  Chairman  and  Chief  Execu- 
tive Charles  Miller  told  Forbes.  Why 
the  hustle?  While  Avery  was  number 
one  in  stick-on  packaging  labels  and 
its  $1.1  billion  1986  revenues  were 
three  times  what  they  had  been  in 
1976,  profits  were  flat  at  $48  million. 
Forbes  commended  Avery's  determi- 
nation to  do  something  about  it. 

Now,  however,  Avery  has  done  an 
about-face.  Concluding  that  there  was 
no  way  to  win  a  battle  with  3M, 
Miller  has  opted  to  back  away  from 
the  tape  and  stick-note  businesses 
rather  than  compete  with  3M  head- 
to-head.  Smart.  Avery  also  plans  to 
sell  its  industrial  tape  division  and  its 
unrelated  catalog  business,  to  focus 
on  its  profitable  core  businesses.  To 
close  plants  and  realign  its  remaining 
manufacturing  facilities,  among  other 
things,  Avery  plans  to  take  a  $25  mil- 
lion writedown  on  earnings  for  the 
fourth  quarter,  ended  Nov.  30.  The 
result?  Earnings  for  fiscal  1987  will  be 
little  more  than  $35  million. 

Miller,  who  declined  to  be  inter- 
viewed by  Forbes,  evidently  feels 
more  pressured  than  ever  to  improve 
Avery's  flagging  bottom  line.  "There 
is  a  crisis  atmosphere  there,  (a  feeling] 
that  they  have  talked  too  long  about 
getting  the  profitability  up,"  says  an 
analyst  who  follows  the  stock  closely. 
"Time  is  running  out." 


Supplying  air-conditioning,  porta- 
ble hot  baths  and  other  materiel 
for  Army  training  camps  looked  like  a 
solid  business  for  Engineered  Support 
Systems  in  late  1986.  That  fiscal  year 
it  had  earned  $3  million  on  sales  of 
$69  million,  a  big  improvement  over 
previous  years.  Forbes  concluded  that 
on  the  strength  of  its  $81  million 
backlog,  ESS  would  keep  growing  fast. 

The  growth  we  expected  did  not 
materialize.  ESS  lost  $549,000  in  the 
fourth  quarter  of  fiscal  1987,  and  for 
the  year  as  a  whole  it  earned  a  mere 
$1 12,000  on  sales  of  only  $70  million. 
The  stock  now  trades  at  7Vi,  down 
from  15%  last  February. 

What  happened?  Although  the 
company  had  booked  orders  of  $132 
million  by  late  last  year,  75%  or  so  of 
those  orders  were  for  such  things  as 
water  purification  systems,  petro- 
leum labs  and  decontamination  sys- 
tems that  are  still  in  the  design  stage. 

Company  President  Michael  Shana- 
han  says  that  much  of  the  delay  was 
caused  by  the  Army,  which  took  long- 
er than  expected  to  approve  engineer- 
ing plans.  But  he  figures  that  ESS  will 
be  in  full  swing  on  most  major  con- 
tracts by  later  this  fiscal  year.  Even  so, 
1988  at  best  will  likely  wind  up  flat. 

Although  Shanahan  remains  opti- 
mistic about  ESS'  prospects  for  fiscal 
1989,  when  he  expects  to  reap  full 
benefits  from  the  current  backlog,  he 
no  longer  claims  the  company  will 
grow  20%  a  year  for  five  years.  "I  was 
wrong,"  he  admits.  "I  am  embar- 
rassed and  unhappy,  but  I'm  not 
ashamed.  We  did  our  best." — A.A.L. 
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Interplak"  attacks 
what  your  toothbrush  leaves  behind. 


nterplak  from  Dental  Research  Corp.  is  one  of  the  most 
.  successful  products  ever  introduced  by  The  Sharper  Image, 
lis  home  brushing  system  effectively  removes  accumulated 
aque — the  primary  cause  of  dental  problems  for  adults. 

Customers  report  that  Interplak  brightens  their  teeth  and 
nproves  their  check-ups.  Interchangeable  brushes  attach 
asily,  so  everyone  in  the  family  can  brush  with  a  single  Inter- 
lak  instrument. 

"I  am  recommending  Interplak  to  all  my 
patients!' 

— Dr.  L.K.  Yorn,  Cedar  Grove,  NJ 

Manual  toothbrushes  are  limited  to  about  160  strokes  per 
ninute.  Other  electric  toothbrushes  speed  this  up,  but  use  the 
ame  inefficient  back  and  forth  motion.  On  every  stroke,  the 
iristles  jam  against  each  other,  preventing  thorough  cleaning. 

Interplak  s  breakthrough  is  to  replace  the  up  and  down 
novement  of  a  brush  with  rotation  of  the  bristles.  Ten  tufts  of 
uper-soft  bristles  rotate  up  to  4,200  times  per  minute,  reversing 
lirection  every  one  and  a  half  turns.  The  tufts  scour  off  plaque 
nd  stains  that  conventional  brushes  "skate"  over. 

Finally,  at  the  precise  moment  of  reversal,  the  tufts  fully 
xtend  for  a  split  second.  This  thrusting  action  pushes  the 
nterplak  bristles  deep  between  the  teeth.  Dislodging  particles 
irdinary  brushes  can't  reach.  Leaving  your  teeth  cleaner,  and 
»reath  fresher. 

"Since  my  patients  have  been  using  Interplak, 
I  have  seen  a  dramatic  improvement  in  the 
health  of  their  teeth  and  gums" 

—Dr.  S.G.  Newhart,  Beverly  Hills,  CA 

The  plaque  your  toothbrush  leaves  behind  can  lead  to 
erious  tooth  and  gum  disease.  In  fact,  the  American  Academy 
»f  Periodontology  says  100  million  Americans  now  have 

periodontal  (gum)  disease — : 
nearly  a  third  in  an  advanced 
stage. 

Studies  at  Lovola  University 

I.  found  Interplak  left  tooth  sur- 
Jy  faces  98.2%  plaque-free — twice 
™  as  effective  as  manual  brushing. 
The  University  of  Missouri  study 
concluded,  "Interplak... is  supe- 
rior to  the  manual  brush  in 
sub- gingival  [below  gum]  and  in- 
terproximal [between  teeth] 
cleaning!'  Another  clinical  study 
found  Interplak  was  much  more 
effective  than  manual  brushing 
in  removing  plaque  and  trapped 
food  particles  for  patients  with 
orthodontic  appliances.  And  it 
did  not  damage  delicate  wires  or 
bands. 

Interplak's  cleaning  action  is 
pleasantly  stimulating  to  your 
gums.  Each  tjny  bristle  is  just 
5/ioooth  of  an  inch  wide — and  four 
times  softer  than  the  softest 
toothbrush. 

Moisten  bristles  with  warm 

water,  and  use  Interplak  as  you 

ike:  after  a  regular  brushing.  Several  times  a  week.  Once  a 

lay.  Or,  twice  a  day — in  place  of  manual  brushing.  When  the 


bristles  become  worn  (after  six  months  to  two  years),  simply 
snap  on  a  new  head  (order  below). 

Interplak  runs  on  self-contained  batteries,  automatically 
recharged  at  the  base  (plugs  into  wall  outlet).  On/off  switch 
gives  you  three  cleaning  speeds.  10 Vi"  long,  1  Vi"  diameter,  8  oz. 
Comes  with  two  interchangeable  heads. 
One-year  warranty. 

"At  last,  my  patients  enjoy  using  a 
product  we  recommend'.' 

— Dr.J.W.BIackman.lll 
Winston-Salem,  NC 

Dentists  agree  the  best  treatment  for  tooth 
and  gum  problems  is  prevention.  Call  now  and 
let  new  technology  keep  your  smile  bright. 

■  Interplak  with  Two 
Interchangeable  Heads 
#MDR410$99(5.00) 

■  Pair  of  Additional  Heads 
#MDR412$29(2.00) 

"Denial  Research  Corporation. 


Rotating  bristles  remove 
plaque  even  between  teeth, 
and  below  the  gum  line. 


S. 


ON 


1    2 


HE  SHARPER  IMAGE 


800-344-4444 


iNTExptAK  is  Acceptable  as  an  effective  cleaning  device  for 
use  as  part  of  a  program  (or  good  oral  hygiene  to  supplement 
the  regular  professional  care  required  for  good  oral  hearth 

Council  on  Dental  Materials.  Instruments  and  Equipment. 
American  Dental  Association 
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At  Inland  Steel,  one  of  the  nation's  largest  steel  producers,  Digital  computers 
are  helping  them  meet  their  customers1  growing  demands  for  higher  quality  steel. 
Notes  Lionel  Cartright,  Manager,  Process  Automation,  "We  need  instant  information 
feedback  for  tighter  control  of  the  process.  With  Digital's  Ethernet  network  and 
VAX  architecture,  information  flows  freely." 

Scattered  across  Inland  Steel's  Indiana  Harbor  Works  1900-acre  site,  Digital 
computers  are  networked  for  monitoring  a  variety  of  operations.  "Because 
Digital's  compatible  architecture  ranges  from  its  largest  to  its  smallest  computers," 


"With  Digital's  network 
controlling  quality,  we 
see  Inland  Steel  becoming 
America's  #1  producer 
of  high-grade  steel!' 


Cartright  points  out,  "it  makes  it  easy  to  communicate  among  different  operational 
levels  -  materials,  processing  and  business.  And  sharing  information  is  critical. 
It  guarantees  quality  increases  production  yields  and  reduces  errors." 

Kin  Cartright 's  view,  Inland  Steel's  continued  success  depends  largely  on  the 
lovative  management  of  information.  "As  competition  heats  up,  both  domestic 
d  off-shore,  we  have  to  run  smarter.  Digital  gives  us  the  tools  to  do  just  that." 
To  get  your  competitive  advantage  now,  write:  Digital 
Equipment  Corporation,  200  Baker  Avenue,  West 
Concord,  MA  01742 .  Or  call  your  local  Digital  sales  office. 


jl  Equipment  Corporation  1988  The  Digital  logo  and  VAX  arc  trademarks  of  Digital  Equipment  Corporation. 
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Will  Asher  tell  all? 

Busy  Apr.  27?  You  might  sign  up  for  a 
seminar  at  the  New  School  for  Social 
Research  in  New  York's  Greenwich 
Village,  entitled  The  Decay  of  Corpo- 
rate Ethics  in  America.  Who's  the  in- 
structor? Mr.  Ethics  himself,  Asher 
Edelman. 

This  is  the  very  same  Asher  who 
besmirched  Columbia  Business 
School  last  year  when  he  offered  stu- 
dents a  $100,000  finder's  fee  if  they 
could  find  him  a  nice,  juicy  takeover 
target.  Edelman  remains  an  adjunct 
professor  at  Columbia,  teaching  Cor- 
porate Raiding:  The  Art  of  War,  but  he 
has  dropped  the  finder's  fee  offer. 

Ethics?  Edelman,  one  of  the  nastier 
takeover  artists?  How  about  a  course 
on  marital  fidelity  by  Gary  Hart  and 
one  on  patriotism  by  John  Walker? 

Who's  squeezing  copper? 

Copper's  spot  price  has  more  than 
doubled  in  the  past  year,  going  from 
near  60  cents  to  more  than  $1.40.  De- 
mand is  up,  but  not  enough,  say  some 
analysts,  to  explain  the  price  jump. 
What's  more,  both  the  futures  mar- 
kets and  the  stock  market  are  acting 
mighty  skeptical  about  copper's  price. 
Could  there  be  a  short  squeeze?  Or 
an  attempt  by  someone  to  corner  the 
market?  Could  be  both.  Rumor  is  that 
the  mover  is  Marc  Rich,  on  the  lam 
from  U.S.  income  tax  evasion  charges 


niumdoni  t« 


and  comfortably  ensconced  in  a  Swiss 
villa.  Copper  would  be  a  hat  trick  for 
Rich.  He  has  already  tried  to  corner 
the  tin  and  aluminum  markets. 

Last  month  the  Comex  placed 
greater  restrictions  on  speculators 
trading  in  copper,  which  some  traders 
see  as  a  response  to  possible  manipu- 
lation. Does  Rich  have  the  money  to 
keep  squeezing  the  shorts?  Only  his 
Swiss  banker  knows  for  sure. 

Smoking  gun 

Dr.  Denton  A.  Cooley  of  Houston, 
one  of  the  world's  most  celebrated 
heart  surgeons,  has  filed  for  Chapter 
11  despite  earning  $9.9  million  last 
year  from  his  medical  practice.  Bad 
real  estate  investments — no  novelty 
in  Texas  these  days — composed  the 
bulk  of  his  $99  million  in  debts  (vs. 
$89  million  in  assets).  Even  more  in- 
teresting, at  year's  end,  the  67-year- 
old  Cooley  owned  nearly  $350,000 
worth  of  tobacco-related  stocks:  Phil- 
ip Morris  Cos.,  Loews  Corp.  (Loril- 
lard)  and  RJR  Nabisco.  So  Cooley,  the 
surgeon  who  conducted  the  world's 
first  artificial  heart  transplant  in 
1969,  is  investing  in  companies  that, 
according  to  much  medical  research, 
contribute  to  heart  disease. 

Says  Gerald  A.  Maley,  his  longtime 
business  manager:  "Dr.  Cooley  does 
his  own  securities  investing.  The  na- 
ture of  the  investment  doesn't  enter 


into  the  investment  decision.  But  he 
never  expected  them  to  be  in  a  public 
document." — William  P.  Barrett 

Tycoon  time  in  Tokyo 

Now  that  movie  money  is  hard  to 
come  by  at  home,  where's  a  tycoon  to 
go?  You  guessed  it — Tokyo.  Merrill 
Lynch  reportedly  raised  about  $50 
million  there  through  three  private 
placements  over  the  last  year  for  Co- 
lumbia Pictures,  according  to  sources. 
Just  weeks  ago,  PaineWebber  repre- 
sentatives flew  to  Tokyo  to  flog  a  $20- 
million-plus  placement  for  Carolco 
Pictures.  And  a  possible  deal  is  in  the 
works,  involving  Drexel  Burnham 
and  MCA.  None  of  the  parties  in- 
volved is  discussing  details.  But  it's 
the  old  story:  You  go  where  the  mon- 
ey is. — Lisa  Gubernick 

The  rose  is  off  this  Bloom 

David  Bloom  is  the  latest  in  a  long 
line  of  boy-genius  swindlers.  His 
scam  was  shut  down  by  the  SEC,  but 
only  after  the  23-year-old  New  Yorker 
stole  $10  million  by  persuading  peo- 
ple that  he  could  produce  miraculous 
gains  in  stocks.  In  fact,  he  spent  the 
money  on  jewelry,  fast  cars,  art  and 
fancy  pads.  Among  those  rumored  to 
be  investors  was  the  late  Broadway 
choreographer  Michael  Bennett. 

But  now,  Bloom's  acquisitions  have 
been  turned  over  to  a  court-appointed 


David  Bloom  in  his  Manhattan  apartment 

Boy  genius?  No,  just  your  garden-variety  swindler. 


Li2zie  Himmel 
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receiver.  He  is  permanently  barred 
from  the  securities  industry  and  his 
investment  firm,  Greater  Sutton  In- 
vestors Group,  has  been  shuttered. 
Maybe  the  firm  should  have  been 
called  Willie  Sutton  Investors  Group. 

The  Volcker  winner  is  . . . 

Where  will  the  much-in-demand  Paul 
Volcker  make  his  post-Fed  home?  In- 
formed sources  say  it  will  be  Brown 
Brothers  Harriman,  the  quiet,  power- 
ful investment  firm  with  an  impecca- 
ble name.  Brown  Brothers  has  been 
able  to  stick  to  its  highbrow  knitting 
all  through  the  1980s,  while  other 
firms  were  getting  their  white  shoes 
smudged.  (A  partner  at  Brown  Brothers 
strongly  denied  the  Volcker  rumor.) 

Don't  forget  Peter  Brant 


Peter  Brant  was  the  social-climbing 
Kidder,  Peabody  broker  who  traded 
stocks  based  on  stories  that  were  to 
appear  under  R.  Foster  Winans'  byline 
in  the  Wall  Street  Journal.  Winans  was 
sentenced  to  18  months  and  fined 
$5,000,  and  co-conspirator  David 
Clark  recently  died  of  chronic  alco- 
holism. Brant  is  due  for  sentencing 
Feb.  26.  He  pleaded  guilty  to  three 
counts  of  insider  trading  back  in  1984 
and  agreed  to  cooperate  with  authori- 
ties. But  you  can't  keep  a  good  deal- 
maker  down.  While  awaiting  sen- 
tence, Brant  helped  found  Diversified 
Tel-Comm  Inc.,  a  company  that  pro- 
vides long-distance  telephone  service. 
Diversified  has  about  ten  employees 
and  operates  out  of  an  office  in  West 
Palm  Beach,  Fla. — Michael  Fritz 

Dancing  legs 

Dirty  Dancing  proved  the  surprise  hit 
flick  of  last  year,  raking  in  some  $60 
million  at  the  box  office  to  date.  But 
its  staying  power  at  the  box  office 
seems  to  have  caught  its  producer, 
Vestron  Pictures,  off  guard.  Although 
it's  still  packing  them  in  at  theaters 
five  months  after  its  first  release,  Ves- 
tron has  just  released  the  film  on  vid- 
eocassette.  Which  means  that  a  lot  of 
prospects  for  $'5  movie  seats  will  set- 
tle for  $2  videocassette  rentals.  (Nor- 
mally with  a  big  hit,  video  release  is 
delayed  until  the  film  finishes  its  the- 
atrical run.)  "Frankly,  we  screwed 
up,"  explains  Vestron  Pictures  Presi- 
dent Bill  Quigley. — Eric  Schmuckler 
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John  McLaughlin  fuels  the  fire  while  respected  journalists  Jack  Germond,  Morton 
Kondracke,  and  Robert  Novak  provide  informative  and  often  explosive  opinions. 

Join  them  all  on  the  McLaughlin  Group.  It  just  might  be  the  freshest,  boldest, 
most  incisive  political  show  on  the  air. 

Don't  miss  it.  The  people  who  run  this  country  never  do. 

The  McLaughlin  Group 

Made  possible  by  a  grant  from  GE. 


Check  local  listings  for 
station  and  time. 


We  bring  good  things  to  life. 


When  a401(k)plan  seems 
more  a  problem  than  a  benefit 
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Establishing  and  main- 
taining a  401  (k)  plan  for 
your  employees  should 
be  a  readily  attainable 
goal. 

At  Scudder,  we  deliver 
effective  401  (k)  programs 
which  feature  no-load 
mutual  funds.  We  under- 
stand the  retirement 
planning  needs  of  companies  like  yours 
so  thoroughly,  we  can  make  your  plan  a  virtually  turnkey  operation. 

Scudder,  Stevens  &  Clark  has  been  a  professional  money  manager 
since  1919,  and  now  manages  over  $30  billion.  Call  Scudder  today 
and  turn  our  experience  to  your  benefit.  1  -800-323-61 05  Ext.  850 

For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  current  pro- 
spectus. Read  carefully  before  you  invest  or  send  money.  Scudder  Fund  Distributors,  Inc.,  Underwriter. 

SCUDDER 
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The  Best 
Vacation 
Under  the 
Sun! 


Take  one  great 
vacation  of  excit- 
ing golf  and  tennis 
and  discover  sen- 
sational beach  living  on  the  Carolina 
coast  Enjoy  a  luxurious  villa-oceanfront. 
marshfront  or  fairway  or  our  new.  elegant 
all-suite  hotel.  For  free  vacation  information. 
|— I  call  toll  free  I -800-845- 1897 

L  VPP     •  I  -800-922-6348.  in  SC). 
J.    I  vv<   Or  mail  the  coupon 


Name. 


Address. 
City 


State. 


.Zip. 


Phone 

Mail  to:  Litchfield  by  the  Sea, 
PO  Drawer  320.  Pawleys  Island.  SC  29585 
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Readers  Say 


Currency  debasing 

Sir:  What  huckster  told  you  tax  rates 
have  gone  down  (Fact  and  Comment  II, 
Jan.  11)1  Income  tax  rates  may  be  low- 
er but  Social  Security  taxes  are  up. 
Business  and  labor  still  take  it  in  the 
neck.  Currency  debasement?  Gold 
sells  for  over  $450.  My  father  used  it 
for  U.S.  currency  until  the  debasers 
got  to  it.  My  dollar  got  silver  (now 
around  $6)  until  Mr.  Nixon  debased  it 
again  in  1971. 

The  weasel  is  in  the  chicken  coop 
and  your  words  lay  an  egg. 
—John  Q.  Adatns 
Roslyn  Harbor,  N.Y. 


Budapest  protest 

Sir:  You  believe  that  Hungary  (and 
the  East)  is  sick  while  the  West  is  sane 
("The  Soviets  are  now  in  a  very  ro- 
mantic period,"  Dec.  14,  1987).  Don't 
we  all  suffer  from  bureaucratic  can- 
cer, growing  and  wasteful  redistribu- 
tion of  incomes,  slowdown  and 
bombs?  Some  quotes  indicating  that 
we  too  are  grappling  with  common 
maladies  would  have  made  the  pic- 
ture more  balanced.  An  economist,  in 
his  right  mind,  cannot  advocate  either 
system:  They  are  both  dumb,  irritat- 
ing, boring  and  dangerous. 
— Andrew  Brody 
Budapest,  Hungary 


Bazaar  behavior 

Sir:  Congratulations  on  your  article 
on  the  Hinduja  brothers  ("The  world 
is  their  bazaar,"  Dec.  28,  1987].  If  any- 
thing, you  were  too  kind.  Rumors  in 
Norwegian/Swedish  circles  are  even 
harsher. 

—Joan  M  Hutcbins 
Oyster  Bay,  N.\ 

Sir:  Perhaps  the  Hinduja  brothers  will 
stay  in  Europe  and  leave  us  alone. 
— Gertrude  McStrauick 
White  SuJpbur Springs,  Mont 


Dollar  wise? 

Sir:  You  complain  that  Treasury  Sec- 
retary Baker's  dump-on-the-dollar 
policy  has  raised  inflation  and  inter- 
est rates  (Fact  and  Comment  II, Jan  11). 
The  reason  for  the  year-end  plunge  of 
the  dollar  was  Baker's  adamant  refus- 
al to  promise  to  raise  interest  rates  to 


support  the  dollar's  value.  This  prom- 
ise was  sought  as  a  means  to  stabilize 
the  dollar  by  the  finance  ministers  of 
West  Germany  and  Great  Britain, 
who  seemed  to  believe  that  there  was 
a  connection. 
— Alexis  A.  Gilliland 
Arlington,  Va. 


Mirror,  mirror  . . . 

Sir:  If  the  politicians  are  looking  for 
the  villains  for  the  stock  market  deba- 
cle ("A  new  kind  of  free  speech,"  Dec. 
14, 1987),  they  don't  have  far  to  go.  All 
they  have  to  do  is  look  in  the  mirror. 
— Manning  C.  Morrill 
Arlington,  Mass. 


Chateau  oleo 

Sir:  Your  article  "Surviving  the  power 
breakfast"    (Nov.    2,    1987)   suggests 
serving  margarine  on  muffins,  bagels 
and  toast.  The  purpose  of  the  power 
breakfast  is  to  impress  your  guest 
with   your  good   taste,    concern  for 
quality  and  attention  to  detail.  To 
suggest  serving  margarine  in  such  a 
setting  is  no  more  appropriate  than 
serving  Diet  Coke  instead  of  a  fine 
wine  at  a  business  dinner. 
— Steven  Krikava 
Land  O'  Lakes,  Inc. 
Arden  Hills,  Minn 


Swede  revenge 

Sir:  Re  your  article  on  "Rhetoric  and 
reality  in  the  Iranian  arms  trade," 
(Oct.  19,  1987).  Prime  Minister 
Palme's  involvement  in  disarmament 
and  in  trying  to  promote  peaceful  set- 
tlement of  conflicts  has  a  long  and 
proven  record.  There  is  nothing  ex- 
traordinary that  the  Swedish  gov- 
ernment's support  of  efforts  to  win  a 


EvLmi  RjJ  v--imm.i  I  ijimjO 


What,  me  military? 
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large  contract  for  howitzers  to  India 
was  mentioned  to  the  Indian  Prime 
Minister.  Negotiations  for  this  con- 
tract had  been  in  progress  since  1972. 
The  Swedish  government  has  not 
permitted  the  sale  of  any  antiaircraft 
missiles  to  Iran.  A  Swedish  shipyard 
has  sold  about  50  civilian  fast  patrol 
boats  to  Iran,  but  they  are  not  classi- 
fied as  military  equipment  and  may 
be  lawfully  sold  to  any  country. 
— Lars  Romert 
Press  Counselor, 
Swedish  Embassy 
Washington,  D.C. 


Underrated 

Sir:  Your  article  "Mr.  Malec  versus 
the  bureaucrats"  (Dec.  28,  1987)  re- 
marks to  the  effect  that  "the  factoring 
business  has  had  a  smell  about  it." 
Most  factoring  companies  are  owned 
by  the  leading  money  center  or  super- 
regional  banking  organizations.  The 
typical  discount  charged  by  factors  is 
calculated  at  a  per  annum  rate  of  2% 
over  New  York  banks'  prime.  Approx- 
imately 90%  of  the  factoring  volume 
in  the  U.S.  is  done  in  the  textile  and 
apparel  industries,  where  it  is  regard- 
ed as  a  flexible,  efficient  and  time- 
honored  way  of  doing  business. 
— A.  Robert  Lange 
President, 

Midlantic  Commercial  Co. 
Bloomfield,  N.J. 

Sir:  The  factoring  industry  in  the  U.S. 

has  a  tradition  of  integrity  and  fair 

dealing.  The  article  used  misleading, 

age-old  myths. 

— Francis  X.  Basile 

President, 

The  CIT  Group/ Factoring,  Inc. 

New  York,  NY. 


Overlooked 

Sir:  I  read  with  some  surprise  that 
Circus   Circus   Enterprises  was  not 
part  of  your  survey  ("40th  annual  re- 
port on  American  industry, "  Jan.  11). 
Circus  Circus  currently  has  greater 
revenues  than  Resorts  International. 
Its  market  float,  even  excluding  the 
52%  of  shares  owned  by  its  founders, 
is  larger  than  that  of  Resorts  or  Ra- 
mada,  and  nearly  as  large  as  Caesars 
World  or  Holiday  Corp.  All  this  de- 
spite not  yet  having  entered  the  At- 
lantic City  market. 
— Daniel  R.  Lee 
Vice  President, 
Drexel  Burnham  Lambert 
Boston,  Mass. 
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Personal  Eaxability! 

The  Canon  FaxPhone  20. 

With  personal  convenience  and  high-performance  features, 

it's  a  great  catch  for  any  business. 

In  an  age  when  business  as  usual,  isn't  anymore,  Canon  presents  a 
personal  facsimile  for  everyone. 

The  FaxPhone  20.  An  advanced  facsimile  that  sends  and  receives  docu- 
ments in  seconds.  A  personal  phone  system  with  automatic  access,  too. 

What's  more,  with  a  transmission  speed  of  17 seconds  per  page;  this 
Canon  FaxPhone  gives  you  reach  you  never  thought  you  had.  It  even 
speed-dials  multiple  locations.  Automatically. 

And,  at  just  over  eight  pounds,  it's  compact  enough  to  work  anywhere. 

The  Canon  FaxPhone  20.  It's  the  high-performance  fax  for  everyone's 
personal  style.  And  that's  no  fish  story. 


'Based  on  CCITT»1  Test  Chart 


Canon 

FAXPHONE  20 


Enjoy  easy  extended  payments 
wilh  (he  Canon  Credit  Card  Ash  lor  details 
ai  participating  Canon  dealers  and  retailers 
AvailaOle  only  mUS    ©1987CanonUSA  inc 


For  more  information  about  the  FaxPhone  20, 

call  toll  free  i-800-OK  CANON.  Or  write 

Canon  U.S.A.,  Inc.,  P.O  Box  5210,  Clifton,  NJ  0701! 


4KFORO2088 


T 
■ 


Performance 

is  better  than  promises. 


If  you  want  to  maximize  return  and  minimize 
risk  in  your  portfolio,  talk  to  the  experienced 
specialists  at  UBS  with  their  proven  track  record 
of  success. 

UBS -committed  to  excellence. 


UBS  in  the  United  States:  New  York  Branch  (299  Park  Avenue.  New  York, 
NY  10171).  Chicago.  Houston.  Los  Angeles.  San  Francisco    UBS  in  Canada: 
Calgary.  Montreal.  Toronto    UBS  worldwide:  in  all  important  financial 
renters  around  the  globe    Head  Office:  Union  Bank  of  Switzerland. 
Bahnhofstrasse  45.  CH   8021  Zurich. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THOSE  DISMISSING  THE  BRADT  COMMISSION  RECOMMENDATIONS 

for  steps  to  be  taken  to  avoid  another  near-disastrous  Oct. 
19  had  better  give  that  report  serious  second  thoughts. 

ATTRIBUTING  THE  THIRD  BIGGEST  STOCK  MARKET  DROP  ON  JAN.  8 


in  major  measure  to  the  fact  that  unemployment  had 
reached  the  lowest  point  since  1979  is  dumb — and  danger- 
ous. Sure,  those  who  think  soaring  inflation  is  upon  us  had 
their  fears  fueled  by  the  statistics  on  high  December 
employment.  But  those  Chicken-Little-the-sky-is-falling 
inflation  panic-ers  are  not  that  numerous. 


Computer-triggered  trading,  much  of  it  related  to 
"portfolio  insurance,"  had  vastly  more  to  do  with  it — as 
was  the  case  on  Oct.  19.  The  Brady  report  deals  with  the 
irony  of  how  systemized  insurance-against-loss  programs 
end  up  hugely  accelerating  losses  when  sell  orders  really 
hit  the  fan. 


IN  A  WEE  NOTE  ABOUT  LESS  VITAL  THINGS  LIKE  MOTORCYCLING 


our  fellow  two-wheel  enthusiast  Charles  T.  Russell,  astute 
president  of  Visa,  comments: 
"At  Visa  we  have  been  watching  consumer  reaction  to 


the  crash.  So  far,  we  see  little  or  no  effect  on  consumer 
spending." 
Now  that  is  a  meaningful  barometer. 


THE  MOST  DANGEROUS  THING  THE  CIA  COULD  DO 


to  cripple  its  gathering  of  vital  intelligence  would  be  to 
provide  Congress  with  actual  names  of  U.S.  and  foreign 
individuals  doing  our  covert  intelligence  work. 

Yet  Congress  is  considering  legislation  that  would  com- 
pel the  CIA  to  do  just  that. 

Further,  this  proposed  legislation  would  force  the  CIA  to 
give  these  congressional  intelligence  supervisory  commit- 
tees the  names  of  any  and  all  foreign  governments  that 
cooperate  with  us  in  such  operations. 

What  intelligent  government  or  intelligent  operative 


would  run  such  a  risk  of  disclosure? 

Anyone  dumb  enough  to  do  that  wouldn't  be  apt  to  have 
access  to  useful  information. 

A  couple  of  congressional  overseeing  committees  do 
have  a  responsibility,  but  they  need  only  numbers,  not 
names.  Reasonable  briefings  from  men  with  the  integrity 
of  CIA  Director  Webster  are  enough. 

Why  do  these  committees  want  to  run  the  enormous 
risk  of  leaks  that  would  leave  blood  on  their  hands?  Why 
put  out  the  eyes  we  need  to  see  with? 


TEDDT  PLATS  FOUL 


Since  he  shucked  his  ambitions  for  the  presidency,  Ted- 
dy Kennedy  has  taken  many  genuinely  statesmanlike 
stands  on  consequential  issues.  He's  actually  been  a  healer 
in  his  party  and  was  achieving  a  stature  with  many  of  his 
Senate  colleagues  on  both  sides  of  the  aisle  that  he  neither 


had  nor  deserved  in  his  prior  White-House-hungry  days. 

Then,  literally  in  the  dark  of  the  night  when  there's  no 
time  left  for  his  sneaky  clause  to  see  the  light  of  legislative 
day,  Teddy  gets  a  rider  on  the  omnibus  appropriations  bill. 
Nobody  but  he  and  a  cabal-ing  handful  are  aware  that  his 
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amendment  will  force  the  ofttimes-critical-of-him  Boston 
Herald  to  be  sold  or  Rupert  Murdoch  will  have  to  give  up 
his  Fox  network  Boston  TV  station. 

The  fact  is  that  the  same  clause  forcing  the  FCC  to 
suspend  judgment  and  apply  the  ax  may  well  permanently 
kill  the  New  York  Post.  Only  if  somebody's  willing  to  pick  up 
the  $10  million  to  $20  million  per  annum  losses  will  there 
be  a  buyer,  and  Oct.  19  lessened  the  number  of  those  eager. 


The  clandestine  way  Senator  Kennedy  did  his  deed  was  a 
perversion  of  the  legislative  process  and  quite  possibly 
illegal  because,  among  other  things,  it  is  aimed  at  one 
individual. 

It  won't  hurt  Teddy  with  his  hard-core  Massachusetts 
constituency,  but  it  sure  blows  away  his  painfully  restruc- 
tured image  as  a  man  with  much  to  contribute  to  the 
nation's  well-being. 


YET  ANOTHER  VAST  FORTUNE  AWAITS  COMPUTER  GENIUSES  WHO 

can  devise  unintricate  ways  of  preventing  computer  theft, 
ranging  from  illegal  access  to  electronic  fund  transferring 
and  countless  other  high-tech  despoilings  in  between. 

HALLELUJAH!  GM  SCORES  A  TEN  STRIKE 


GM  has  been  taking  a  beating  for  so  much  for  so  long 
it's  ironic  that,  when  it  does  something  spectacularly 
right,  critics  even  jump/dump  on  that.  It  had  to  be  force 
of  habit,  not  perceptiveness,  that  motivated  those  ridi- 
culing the  fabulous,  immensely  impactful  $20  million 

GM     Teamwork 

&.       Technology 

show,  which 

opened    at    New 

York  City's  Wal- 

^^^  ^^^^     dorf   last   month 

^^^^^  '^m*    *  »^^™™     anj    js    now    on 

^Bi^^V  «..^B1     the  road. 

99%  attendance  ctt  GM  spectacular  I  remember,  as 

a  youngster,  the  biggest  thing  in  life,  aside  from  Christ- 
mas, was  the  automobile  show  at  Grand  Central  Palace. 
All  America  flocked  to  see  the  new  models — all  debuted  at 
the  same  time.  Everyone  got  wrapped  up  in  every  new 
model:  the  changes  and  the  merits  or  the  lack  of  them. 

We  were  excited.  We  argued  as  to  whether  or  not  Chrys- 
ler's Airflow  of  1934  was  going  to  make  it.  (It  bombed.) 
When  Buick  first  introduced  knee-action  suspension, 
everybody  marveled. 

In  regard  to  GM's  lines,  it  was  a  real  family  discussion  as 
to  whether  they  could  trade  up  from  a  Chevy  to  a  Pontiac, 
maybe  even  an  Oldsmobile  and,  some  day,  a  Buick.  Cadil- 
lac was  a  symbol  rather  than  an  expectation  for  most 
Americans.  If  you  could  get  close,  there  was  the  LaSalle. 

In  tact,  it  isn't  that  many  years  ago  that  the  great 
antitrust  question  perennially  before  Congress  was  wheth- 
M  was  so  dominant,  so  huge  that  it  should  be  broken 
up.  Spinning  off  the  Chevrolet  division  alone  would  have 
created  an  automobile  company  almost  as  big  as  any  other 
except  the  parent. 

So  what's  caused  the  great  current  Decline  of  Ameri- 
ca's j  ite  giant  in  share  of  market?  At  the 
core,  1  think  unarguably,  has  been  the  simple  fact  that 
only  the  mo      intense  tour-wheel  aficionado  could  tell 


the  differences  100  yards  away  among  a  Chevy,  a 
Pontiac,  an  Oldsmobile,  a  Buick  and  a  Cadillac.  Cookie- 
cutting  the  same  doors,  fenders  et  al.  for  all  the  models 
doubtless  has  saved  some  bucks.  But  this  has  turned  out 
to  be  the  most  colossally  costly  "savings"  in  the  world's 
manufacturing  history. 

At  this  dazzling,  current  GM  spectacle,  visible  as  well  as 
high-tech  differences  in  car  lines  emerge.  The  show  is 
great  and  it  is  dramatically  timely.  The  bank  of  240  TV 
screens  is  a  feat  of  engineering  synch.  The  message  flash- 
ing vividly  from  it  is  moving.  Mighty. 

You  can  see,  not  only  from  the  lavish  panoply  but  from 
the  visible  artifacts  and  applied  techniques,  that  the  giant 
is  awake  again;  that  the  muscles  of  keen  research  intelli- 
gence are  at  work. 

Perhaps  the  biggest  problem  with  this  whopping  show 
is  the  attention  grabbed  by  the  "concept"  cars,  i.e.,  those 
incorporating  far-out  ideas  in  styling,  in  safety  con- 
cepts— and  high  tech  to  the  point  of  car-steering  without 
steering  wheels. 

One  sizable  GM  dealer  said  to  us,  "Now  if  only  we  could 
have  that  "concept"  Corvette  in  the  showrooms,  the  cus- 
tomers would  go  wild.  But  I  suppose  by  the  time  most  of 
it's  incorporated  in  production  models,  it  will  be  years 
from  now,  and 
everybody  else 
will  have  latched 
on,  too.  " 

This  exhibit 
with  all  the  trim- 
mings is  worth 
infinitely  more 
than      the     wee  Steeringwbeel4e&  cars . . 

(everything's  relative,  you  know)  20  million  bucks  it  cost. 
It's  a  pretty  convincing  demonstration  that  GM,  after  vast 
investment,  is  back  on  the  track.  It's  not  yet  the  fast  track. 
But  it's  a  signal  that  the  slide  has  bottomed  out. 

Just  ahead  is  up. 
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BORK'S  REJECTION  WASN'T  ALL  DUE  TO  HOLLYWOOD 


An  arresting  cover  story  in  the  last  issue  of  Forbes  (Jan. 
25)  deals  with  Hollywood's  reborn  political  clout.  High- 
lighting how  entertainment-funded  Wheels  ran  over  the 
Bork  Supreme  Court  nomination,  the  article  warns  about 
the  presidential  elections  of  1988:  "Given  a  Hollywood 
veneer  and  enunciated  by  professional  performers,  creative 
distortion  can  swing  lots  of  votes." 

While  there's  no  question  that  Hollywood  and  its 
politically  minded  Almighties  will  have  an  impact,  I 
don't  think  it  will  be  as  cloutful  in  electing  a  President 


as  it  was  in  the  case  of  the  Senate's  ejecting  Bork. 

The  state-of-the-crafty-art  messages  on  TV  and  in  print 
indeed  aroused  women's  righters,  blacks  and  other  minor- 
ities in  extraordinary  numbers  and  intensity. 

But  any  thorough  analysis  of  Bork's  decisions  and  disser- 
tations would  have  aroused  deep  concern  on  the  part  of 
those  concerned  with  such  issues.  It  wasn't  a  case  of 
Hollywood's  artful  crafties  making  something  out  of  noth- 
ing. For  the  groups  aroused  by  spectacular  Hollywood 
flimflam,  there  was  plenty  of  substance  to  be  aroused  about. 


DAVID  ROCKEFELLERS  MOST  RECENT  RESTORATION  MAT  NOT 

have  the  historical  significance  of  his  family's  extraordi-     ation  was  a  wondrous  beacon  in  those  dark,  grim  days  of 

nary  Williamsburg  reincarnation,  but,  for  nostalgic  signifi-     the  early  Thirties.  The  vast  construction  employed  thou- 

cance,    the    Rainbow    Room    is    un-  n^^np^MH  sands.  Radio  City  Music  Hall  was  the 

equaled.  For  those  of  us  who  teened  %&-&%S\' '^Ijfip      ^a^^^HS  most    strikingly    marvelous    movie- 

and   twentied   in   the   Thirties,    the  '^SjK;*         w"          j^^^^^H^  and-stage   showplace   in   the   world. 

Rainbow    Room    was    the    Ultimate  £     "C^Mbfj^^^^^^K*  From  that  date  to  this,   Rockefeller 

night  out.  During  those  years  of  the  Sfd^^fJ^vT^ ^BS^K^Bt  Center  has  been  the  magically  golden 

Great  Depression,  it  was  rare  and  a  ,    lfc                 ■     ^^^  core  of  the  Big  Apple. 

real  treat  to  be  able  to  take  a  date  to  sk.                 Jjk   M  To  have  so  many  of  a  fourth  Rocke- 

dinner  and  dancing  with  famed  name  n||J                   *     ^S^flBP^^St  felier  generation  supporting  David's 

singers  and  bands  in  the  RCA  Build-  *?*&>        m^^ttrK^*^ ^^^v  Rainbow  Room  initiative  is  one  of 

ing  high  above  most  of  New  York.  ^  tfJe  Rainbow  Room  reopening  those  wonderful  happenings  that  give 

The  whole  Rockefeller  Center  ere-  the  David  Rockefellers  celebrate  a  vast  city  its  human  qualities. 


IF  TOU  WANT  TO  GET  SOMETHING 

out  of  your  system,  do  it. 


RUBBING  IT  IN 

doesn't  compare  to  the  joy  of  rubbing  it  out. 
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WASHINGTON 
MALADIES 

MICHAEL  KINSLEY 


•  Curse  of  the  Giant  Muffins  and 
Other  Washington  Maladies — by  Mi- 
chael Kinsley  (Summit  Books,  $17.95). 
This  New  Republic  columning  editor 
is  a  devastatingly  deft  demolisher  of 
those  in  and  out  of  Washington  power. 
The  devastation  is  riveting  even  when 
a  lot  of  the  devastated  are  those  you 
think/thought  well  of  before  reading  this  Curse. 

Excerpts:  For  the  political  system,  Robert  Beckel's  [lobby- 
ing] operation  represents  the  seepage  of  Washington 's  own 
brand  of  toxic  waste—political  cynicism — into  the  rest  of 
the  country.  Worse,  what  Beckel  gets  paid  to  do  is  to 
aggravate  American  democracy's  biggest  defect:  special 
interest  gridlock.  It's  easy  enough  to  organize  people  in 
defense  of  some  tax  loophole  or  other;  what's  hard  is  to 
convince  them  we'll  all  be  better  off  with  a  simpler  system 
and  lower  rates.  It's  easy  to  prevent  toxic  wastes  from 
being  treated  in  any  particular  place;  what's  hard  is  for  our 
society  to  make  a  mature  decision  that  they  must  be 
treated  somewhere.  .  .  .  One  reason  Bush  is  unconvincing 
as  a  right-wing  zealot  is  that  he  is  so  obviously  not 
neurotic,  as  any  zealot  has  to  be.  No  one  is  going  to  believe 
that  George  Bush  lies  awake  at  night  in  bug-eyed  alarm 


about  Soviet  designs,  or  about  anything  else.  Bush  gives 
every  appearance  of  being  a  happy  man  without  a  serious 
care  or  grudge  in  the  world.  .  .  .  The  most  noticeable  class 
snobbery  of  modern  America  is  people  who  think  they're 
better  just  because  they're  smarter.  [They]  are  only  faking 
indifference  to  status  as  a  way  of  establishing  their  own. 

•  City  Slickers — by  William  E.  Geist 
(Times  Books,  $16.95).  Dozens  and 
dozens  of  warm,  sharp,  poignant,  de- 
lightful vignettes  of  life  and  off-beat 
lives  in  the  Big  Apple.  Columnist 
Geist  catches  New  York  heartbeats  in 
Lucite  prose.  These  gems  will  add 
sparkle  to  readers'  days  and  nights. 
Excerpts:  In  restaurants  tables  are  sometimes  two  inches 
(by  actual  measure)  apart.  Two  lovers  quarreled  and  cried 
one  day  just  inches  from  my  bacon-cheeseburger,  and  I 
didn  't  know  what  to  do  after  I  had  offered  her  my  napkin 
to  dry  her  eyes.  .  .  .  One  reason  people  don't  have  cars  [in 
NYCj  is  that  a  garage  space  costs  $300,  $400  or  more  a 
month  in  a  lot  of  places;  $22  for  three  hours  in  others.  I've 
just  met  someone  who  is  paying  $407  a  month  in  mort- 
gage and  monthly  maintenance  fees  for  the  $30,000  park- 
ing space  he  purchased.  It's  called  a  "car  condominium." 
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"From  NBC  radio  station  W-O-O-D  come 
today's  newly  weds. . ." 

It  was  in  April  of  1947,  in  Grand  Rapids, 
Michigan.  A  Tuesday  morning. 

Everybody  in  the  chair  plant  at  Metal 
Office  (as  Steelcase  was  called  then) 
downed  tools.  Just  shut 
down  the  machinery. 
And  tuned  in  a  live  radio  broadcast  of 
"Honeymoon  in  New  York!" 

They  all  knew  Jim  Sarnicola.  When  he 
and  his  new  bride,  Rose,  won  a  honeymoon 
trip  to  New  York  to  tell  their  unusual 
love  story,  no  one  at  the  plant  wanted  to 
miss  a  word  of  it. 

"Jim  sa  welder  on  metal  furniture,  an  ex-army 
aircorps  gunner,  25  years  old. . .  His  charm- 
ing wife.  Rose,  is  19.  She  sat  on  his  lap  for 
the  first  time  12  years  ago!" 

Jim  and  Rose  told  a  nationwide  audience 
how  he  had  looked  after  her  when  their 


mothers  went  shopping 
together.  When  Jim 
went  into  the  service, 
Rose  was  still  a  kid. 

Four  years  later, 
when  he  got  out, 
Rose  asked  him  to  a  hayride. 
A  couple  of  dates  later,  he  proposed. 
"Well,  she'd  changed  a  lot!"  Jim  told  the 
host  of  "Honeymoon  in  New  York." 
"You're  a  delightful  young  couple. . .  happy 
honeymooning,  today  and  everyday!  Listen 
again  tomorrow,  friends!" 

With  those  words,  everybody  picked 
up  their  tools.  Turned  the  machines  back 
on.  And  the  only  employee- initiated 
work  stoppage  in  the  company's  75 -year 
history  was  over. 

Is  it  any  wonder  that  98%  of  all  Steelcase 
orders  are  shipped  on  time? 


The  Office  Environment  Company 


For  more  information,  call  1-800-447-4700 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Russian  Lines 

I'm  told  that  a  popular  joke  in 
Moscow  these  days  has  two  workers 
on  a  quarter-mile  line  for  vodka. 
"I've  had  it,"  says  the  first  worker. 
"I'm  going  to  kill  Gorbachev."  He 
goes  off  but  returns  dejectedly  to  the 
vodka  line  a  day  later.  "What  hap- 
pened?" asks  his  friend,  still  wait- 
ing. "Did  you  kill  him?" 

"No,  the  line  was  too  long." 

— Joe  Klein,  New  York 


Also  Rans? 

The  big  question  for  Democrats 
[who]  want  to  nudge  the  party  toward 
the  right  is  what  the  party  should  do 
differently  that  doesn't  amount  to 
simply  becoming  more  conservative. 
"We're  just  like  the  other  guys,  only 
somewhat  less  so"  is  not  a  very  inspir- 
ing slogan. 

— Curse  of  the  Giant  Muffins, 
by  Michael  Kinsley 

Crash  Culprits 

I  honestly  believe  that  it  was  the 
market  mechanism  breaking  down 
that  was  behind  the  crash.  Before,  I 
had  been  as  convinced  as  anyone  else 
that  it  was  other  things.  In  fact,  I  gave 
Howard  Baker  and  Jim  Baker  and  Alan 
Circenspan  some  advice  that  the  twin 
deficits  were  something  that  proba- 
bly had  an  awful  lot  to  do  with  this 
thing.  1  think  I  was  wrong  now.  They 
had  something  to  do  with  it,  along 
with  a  lot  of  other  factors.  But  those 
factors  are  still  here.   The  problem 


COLLAPSE  ON  WALL  STREET 


was  with  the  market  mechanisms. 
— Nicholas  F.  Brady,  chairman, 
Presidential  Task  Force  on  Market 
Mechanisms,  New  York  Times 

No  Bloom  Food 

If  they  ever  hold  an  urban  Olym- 
pics, a  death-defying  challenge  would 
be  getting  from  one  end  of  Blooming- 
dale's  Atomizer  Alley  (even  the  ad 
copy  now  plays  down  "B-Way")  to  the 
other  without  ever  getting  attacked 
by  a  "fragrance  terrorist." 

Thank  God  it's  like  no  other  store 
in  the  world.  One  is  plenty  for  this 
galaxy.  We  find  it  only  fitting  that 
since  it  seems  possible  to  get  the  same 
yellow  slicker  at  three  different  prices 
in  three  different  departments,  B-land 
has  five  different  areas  devoted  to  eat- 
ing, all  the  same,  lamentably  at  five 
different  prices. 

— Hal  Rubenstein,  Details 

Parliamentary  Plot 

Senator  Ted  Kennedy  now  admits  he 
plotted  to  kill  a  newspaper  he  doesn't 
like.  The  issue  concerns  a  dead-of- 
night  provision  in  Congress'  notorious 
continuing  resolution,  requiring  Ru- 
pert Murdoch  to  close  or  sell  the  New 
York  Post  and  Boston  Herald  or  his 
television  stations  in  the  two  cities. 
Senator  Kennedy  says  defiantly  that  it 
was  in  "the  best  interest  of  Boston  and 
the  best  interest  of  the  First  Amend- 
ment."  New  York  Mayor  Ed  Koch  has  a 
different  view:  "What  Senator  Kenne- 
dy and  Senator  Hollmgs  have  done 
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rivals  the  worst  in  a  totalitarian  coun- 
try that  still  professes  to  have  a  parlia- 
mentary structure.  The  Sandinistas 
abused  a  legal  process  and  shut  down 
La  Prensa.  .  .  .  [The  senators]  did  it  in 
the  dead  of  night  without  alerting 
their  colleagues,  who  became  unwill- 
ing collaborators." 

— Wall  Street  Journal  editorial 


Ralph  Lauren  has  sixteen 
hundred  beef  cattle  with 
hides  bearing  the  RRL 
Ranch  brand.  Soon,  all 
cattle  will  want  them. 

—William  E.  Geist,  City  Slickers 


Future  Shock 

A  fundamental  reversal  in  the  rela- 
tionship between  human  beings  and 
materials  is  taking  place.  Its  econom- 
ic consequences  are  likely  to  be  pro- 
found. Historically,  human  beings 
have  adapted  such  natural  materials 
as  stone,  wood,  clay,  vegetable  fibers 
and  animal  tissue  to  economic  uses.  It 
is  only  recently  that  advances  in  the 
theoretical  understanding  of  the 
structure  of  physical  and  biological 
material  and  advances  in  experimen- 
tal technique  and  in  processing  tech- 
nology have  made  it  possible  to  start 
with  a  need  and  then  develop  a  mate- 
rial to  meet  it,  atom  by  atom. 

For  example,  for  automobiles  and 
trucks,  of  which  there  are  40  million 
or  so  produced  each  year,  one  is  look- 
ing for  strength,  light  weight,  low 
cost,  and  the  replacement  of  scarce 
materials.  It  is  not  unthinkable  that 
we  may  all  someday  be  driving  auto- 
mobiles with  polymer  bodies  and  ce- 
ramic engines. 

— Aaron  Lemonick,  Dean  of  Faculty, 
Princeton  University 

Billionaire  Brunch 

During  eight  seasons,  Dynasty  fans 
have  been  treated  to  such  season-end- 
ing antics  as  Krystlc  and  Alexis'  cat- 
fight  inside  a  burning  cabin,  the  Mol- 
davian Massacre  and  Alexis'  impend- 
ing doom  after  driving  off  a  bridge. 
Having  learned  to  expect  the  bizarre, 
we  wouldn't  be  surprised  to  see  any  of 
these  cliffhangers  this  year: 

Taking  a  cue  from  a  controversial 
episode  of  Hill  Street  Blues,  Blake, 
Krystlc  and  Alexis  resort  to  cannibal- 
ism to  survive  while  trapped  in  a  run- 
away hot-air  balloon  after  the  pilot,  an 
eccentric  billionaire  (guest-star  Mal- 
colm Forbes),  dies  of  a  heart  attack.  .  .  . 
— Star  magazine 
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No  matter  how 
history  changes  and 
fortunes  are  won  and 
lost,  one  thing  remains  univer- 
sally accepted  as  a  store  of  value. 

Gold. 

Men  have  fought  for  it,  dug 
for  it,  worshipped  it. 

Fortunately,  you  need  do 
none  of  the  above.  For  your  gov- 
ernment has  created  a  most 
convenient  way  to  own  gold. 

American  Eagle  Gold  Coins. 
These  are  the  only  gold  bullion 
coins  to  have  their  weight, 
content  and  purity  backed  by 
the  U.S.  Government. 

And  they  come  sized  to  suit 
your  needs  in  one  ounce,  lh,  xh, 
and  Vio  oz.  varieties;  a  one  ounce 
American  Eagle  Silver  Coin  is 
also  available.  You  can  buy  them 
at  participating  banks,  brokers, 
coin  and  precious  metals  dealers. 
Their  price,  of  course,  will 
fluctuate  with  the  metals  market. 

So  join  the  new  American 
gold  rush  and  consider  putting 
American  Eagle  Bullion  Coins 
into  your  portfolio. 


''•as-' 


American  Eagle 

Gold&Silver 

Bullion  Coins  # 


Performance  I  is  shown  over  Nakiska,  Mt.  Allan,  site  of  the  1988  Winter  Olympic  Alpine  Events. 


A  Commitment  to  Excellence 

Excellence.  A  goal  that's  achieved  only  through  dedication,  perseverance  and  a  great  deal 
of  hard  work. 

lohnson  Controls  salutes  the  1988  United  States  Olympic  Team  and  their  committment  to 
excellence. 

Our  commitment  to  excellence  in  customer  satisfaction  has  made  Johnson  Controls  the 
leader  in  facility  management  systems  and  services.   Providing  excellence  in  the  control  and 
managing  of  heating,  cooling,  ventilating,   lighting,  security  and  fire  protection  is  our 
business.  A  comfortable  and  productive  work  environment  is  the  end  product. 

For  more  information,  give  us  a  call  at  1-800-972-8040.   In  Wisconsin,  call  1-800-472-6533. 
Or  write,  Johnson  Controls,  Systems  and  Services  Division,  C19.  Milwaukee,  Wl   53201- 
0423. 


JQHNSON 

CONTROLS 


1  lohnson  Controls,  Inc.,   1988  8814A 
in  U.S.C.   380 


Creating  a  better  climate 
for  business. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


WHO  WILL  IT  BE  THIS  TIME? 

Recent  presidential  races  have  always  seen  a  surprise  figure  emerge  as  a  serious 
contender.  In  1972  it  was  McGovern;  in  1976,  Carter;  in  1980,  Bush;  in  1984,  Hart. 

In  1988?  Kemp. 

DON'T  BE  MISLED 


by  the  somewhat  ho-hum,  less-than-enthusiastic  recep- 
tion to  the  Brady  commission  report  on  the  October  crash. 
Its  findings  are  political  dynamite.  It  will  provide  grist  for 
the  mills  of  politicos,  regulators,  journalists,  investors  and 
academicians  for  years  to  come. 

There  is  a  mine  of  information  here,  including  a  number 
of  studies  in  the  appendix.  That  all  of  this 
was  put  together  in  60  days  is  remarkable. 

In  sobering  detail,  the  report  makes  clear 
that  the  activities  of  a  handful  of  institutions 
came  close  to  melting  down  the  American 
financial  system  and  that  several  major  Wall 
Street  houses  favored  themselves  and  their 
big  clients  at  the  expense  of  the  individual 
investor.  Imagine  what  a  William  Jennings 
Bryan-like  populist  would  have  done  with 
material  like  that,  material  from  a  panel  of  impeccable 
establishmentarians  no  less. 

The  Brady  panel  will  be  the  catalyst  for  a  number  of 
changes.  For  example,  margins.  On  stocks,  they  are  50%. 
Historians  have  made  much  of  the  role  that  10%  margin 
allegedly  played  in  creating  the  1929  speculative  bubble. 
Yet  today,  through  stock  futures  and  options,  one  could,  in 
effect,  speculate  with  as  little  as  5%  down.  Troublesome 
political  ramifications:  Main  Street,  50%;  Wall  Street,  5%. 

The  SEC  will  have  to  investigate  the  abuses  against 
individual  investors  and  promulgate  sensible  rules  in  re- 
sponse. Public  confidence  in  the  fair  play  of  our  financial 
markets  is  essential  to  their  ultimate  well-being. 

The  SEC  should  also  immediately  reinstate  the  so- 
called  uptick  rule  on  short-selling  that  it  rescinded  for 
major  brokerage  houses  in  December  1986.  The  uptick 
rule  prohibits  selling  a  stock  short  if  the  issue  is 
declining  in  price.  It  is  a  sensible  way  to  prevent  short- 
selling  from  feeding  on  itself,  from  relentlessly  driving 
down  the  price  of  an  equity.  Yet  the  SEC  decreed  that 


the  rule  need  not  apply  to  a  firm  if  its  overall  short 
position  in  an  equity  did  not  exceed  its  long  position. 
The  logic  was  convoluted,  its  impact  damaging. 

Wall  Street  itself  should  take  to  heart  the  Brady  commis- 
sion's finding  that  program  trading  provides  a  very  useful 
connection  between  the  futures  markets  and  the  New 
York  Stock  Exchange.  When  the  Big  Board 
temporarily  cut  that  link,  it  unintentionally 
exacerbated  the  decline. 

What  about  the  commission's  suggestion 
for  a  super  regulatory  agency?  The  Federal 
Reserve  today  could  "suggest"  that  futures 
markets  raise  margins  on  their  financial  in- 
struments. There  is  no  way  to  banish  such 
monumental  foolishness  as  portfolio  insur- 
Nicholas  Brady  ance,  a  highfalutin  version  of  the  stop-loss 

order.  It  never  occurred  to  the  wizards  who  designed  this 
gimmick,  and  the  portfolio  managers  who  enthusiastically 
embraced  it,  that  you  need  buyers  for  a  stop-loss  strategy 
to  work.  Human  nature  being  what  it  is,  people  always 
search  for  magic  formulas  (see  Forbes,  Jan.  25,  p.  55). 

"Circuit  breakers"  that  would  shut  down  the  markets 
under  certain  circumstances?  The  existence  of  such  for- 
mulas might  unwittingly  intensify  sell  pressures,  viz.,  a 
rush  before  the  exchanges  close  down,  which  might  make 
your  holdings  even  more  illiquid. 

The  real  shortcoming  of  the  report  is  the  way  it  handles 
the  fundamentals  that  made  the  collapse  possible.  It 
wasn't  the  trade  or  budget  deficit  per  se  that  triggered  the 
debacle.  Genuine  fears  as  to  what  Washington  was  doing 
in  response  to  them  provided  the  fertile  soil  for  the  de- 
structive October  harvest.  The  possibilities  of  punitive 
taxes  on  Wall  Street,  further  debasement  of  the  dollar  and 
Smoot-Hawley-type  protectionist  legislation  all  came  to- 
gether to  undermine  equity  values.  Otherwise,  despite  the 
crash,  stocks  would  be  considerably  higher  today. 
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Shoe  Story 

At  Sheraton,  we've  always  asked  our  employees  to  try  to 
imagine  themselves  in  our  guests'  shoes. 

But  even  we  were  a  bit  surprised  to  hear  about  the 
Sheraton  manager  who  gave  the  shoes  he  was  wearing  to  one 
of  his  guests. 

It  seems  that  the  guest  was  about  to  go  on  a  job  interview 
when  he  realized  that  he  had  forgotten  to  pack  shoes  to  go 
along  with  his  suit. 

Having  nowhere  else  to  turn,  he  sheepishly  called  the 
front  desk.  And  discovered,  as  luck  would  have  it,  that  he  and 
the  manager  had  the  same  shoe  size. 

So  the  manager  exchanged  his  shoes  for  the  guest's 
sneakers.  And  we're  happy  to  report  that  the  interview  was 
a  success. 

Sheraton  employees  are  trained  always  to  remember  the 
little  things  that  make  such  a  big  difference. 

So  although  we  may  be  a  large,  worldwide  hotel  group 
with  nearly  500  properties  in  58  countries,  there's  one  thing  a 
Sheraton  employee  never  loses  sight  of:  when  it  comes  to  our 
guests,  little  things  mean  a  lot. 

Call  Sheraton  at  800-325-3535.  Or  call  your  travel 
agent.  And  next  time  you're  away  from  home,  we'll  /g^ 
make  sure  you  put  your  best  foot  forward. 


Sheraton 

The  hospitality  people  of 
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This  true  story 


ace  at  Industry  Hills  &  Sheraton  Resort,  City  of  Industry.  California.  ©  1988  The  Sheraton  Corporation. 
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Sheraton  best  value  rates*  per  room,  per  night 

— '  Rates  subject  to  advance  reservations.  With  the  Family  Plan,  up 

<         to  two  children  stay  free  in  adult's  room  when  no  additional 
bedding  is  required 


MASSACHUSETTS  Wkdys/Wknds 

Boston 

Sheraton  Boston  HoteI&  Towers  (Main) «  125.00/79.00 

(Towers) s  185.00/ 150.00 
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For  Reservations  At  These 
And  Other  Fine  Sheraton  Hotels  Call 

800-325-3535 

Or  CallYourTravel  Agent 
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IN  THE  UNITED  STATES 

MlbbUUKl 

St.  Louis 

I 

ALASKA 

Wkdys/Wknds 

Sheraton  St  Louis  Hotel    .                   s59.00(Every  Day) 

Z 

LLI 
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Anchorage 

Sheraton  Anchorage  Hotel 

s74.50iEv 

NEWJERSEY 

East  Rutherford 

o 

CO 

to 

ARIZONA 

Sheraton  Meadowlands  Hotel   s  105.00/79.00 

£ 

o 

Tucson 

z 

Sheraton  Tucson  El  Conquistador 

NEW  YORK 

m 



Golf  &  Tennis  Resort    

s  145.00/ 125.00 

New>brk 

> 

I 

CALIFORNIA 

Long  Beach 

St.  Regis  Sheraton  Hotel" s  185.00/ 140.00 

The  Sheraton  Centre  Hotel&  Towers  (Main) s  125.00/ 109.00 

z 

(Towers) .  .  s205.00/ 130.00 

> 

IU 

Sheraton  Long  Beach  (Opening  August  1988) 

Sheraton  City  Squire s  120.00/ 104.00 

— ' 

Los  Angeles 

Sheraton  Park  Avenue  Hotel" s  165.00/ 135.00 

i— 

Sheraton  Grande  Hotel                      

s  120.00/95.00 
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Sheraton  Plaza  l.a  Reina  ^ 
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Greensboro 
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Sheraton  Steamboat  Resort 
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CONNECTICUT 
Hartford 

Sheraton  Dallas  Hotel  ctTbwers  (Main)    s89.00/55.00 

(Towers)                 s  109.00/79.00 
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Sheraton  Hartford  Hotel 

S95.00/7500 
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Sheraton  Stamford  Hotel  &  Towers  (Main) 

85.00  55.« 

—1 

(Towers) 
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DISTRICT  OF  COLUMBIA 
rhe  Sheraton  Grand  on(  apitol  Hill 

Richmond 
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Sheiaion U.ishington  Hotel 
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Seattle 
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Sheraton  at  St  Johns  Place 
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Miami  Beat  h  Kil  Harboui 
Sheraton  Bal  Harbour 
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NOVA  SCOTIA 

£ 

z 

Sheraton  World  Hotel 
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Sheraton  Palm<  oast  Reson 
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ILLINOIS 
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> 

LU 
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Sheraton  Plaza 

S85.00  75.00 
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New  <  Means 

QUEBEC 

—i 

_, 

Sheraton  New  <  trleans  Hotel 

,yDey) 

Montreal 

• 
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MARYLAND 

ntre Sheraton  Hotels  Ibwers  (Main)       u***  s94.00ii 

> 

o 

Baltimore 

(Towers)             s1I9.00iia, 

— i 

Sheraton  Innei  Harbor  Hotel 

.  s75  ( ><  1 

JOIN  SHERATON  CLUB  INTERNATIONAL 

rhe  worlds  mast  reward                          it  ion  and  award  program  /{_  V-y 

Nx  lunlKrdelailscall800-247-CLUB.                                                5,  J^  | 

CO 

< 

I 

Bt 

.                 :      . 

JO 

UJ 

I 

will  appt)    1 1\<  s  .mil  gmiuitM 

|eci  io  avulabUit)  No*  oppltettte  to  groups  or  coma                                  "ugh 

Sheraton 

> 

lO 

.  ml  notice  Wrrkcnd  B  denned  is  l-n<ll\ 

H               ■       ■    ^          ■*        ^**    ^»-    ^L.  ^      r    a       ™ 

—I 

The  hospitality  people  of 

o 

< 

•l«   s<    IVtjis  slvt.lltxi  Mucri  .11*1  Il«'  M» 

ITT 

z 

<:  1988  The  Sheraton  Corporation 

■•'     '\ 

*.  k.       7  .V 

AT     SHERATON     LITTLE     T 

H  1  N  G  S    ME 

AN    A    LOT     •     AT     SHERATON     LITTLE 

j             S 
+>*!*■ 

\^F 

Whafs  Ahead  for  Business 


Federal  spending 

continues 

to  increase 


The  big  spenders — 

who  they  are  and 

what  it's  for 


Please,  wont 

somebody  take 

advantage  of  us? 


Edited  by  Howard  Banks 

GOVERNMENT'S  R&D  TREASURE  TROVE 

Spending  on  research  and  development  in  the  U.S. — government, 
corporate  plus  universities  and  foundations — will  total  $131.5  billion 
in  1988,  according  to  a  new  survey  by  Battelle's  Columbus  division. 

That's  a  healthy  7%  or  so  up  on  1987  levels,  but  slower  than  the  10% 
to  11%  national  average  maintained  through  the  mid-1980s. 

Slower  growth  this  year  mainly  affects  corporate  spending.  Economic 
uncertainty  is  to  blame,  says  Battelle's  Jules  Duga. 

Federal  R&D  spending,  however,  is  slated  to  remain  buoyant.  The 
National  Science  Foundation  predicts  around  a  10%  increase  over 
1987,  despite  budget  squeezes.  The  feds  in  1988  will  account  for  over 
49%  of  all  R&D  spending  (up  from  46%  in  1987). 

Four  government  departments  dominate,  not  surprisingly  headed 
by  the  Department  of  Defense  (about  two-thirds  of  federal  R&D 
spending).  The  others  are  Health  &  Human  Services,  mostly  through 
the  National  Institutes  of  Health  (around  12%);  Energy  (8%);  and  the 
National  Aeronautics  &  Space  Administration  (7%;  seep.  101). 

Aerospace  will  continue  to  dominate.  Of  the  $24  billion  to  be  spent  on 
R&D  in  this  sector  in  1988,  almost  80%  will  be  federally  funded.  The 
electrical  machinery  and  telecommunications  sectors  will  together 
spend  just  over  $10  billion,  40%  of  it  federally  funded. 

But  most  manufacturing  sectors  pay  for  much  of  their  own  R&D.  In 
1988  machinery  will  spend  $1 1.9  billion  (12.5%  federal  money);  chem- 
icals $9.4  billion  (3%);  autos  and  trucks  $9.2  billion  (23%);  instru- 
ments $6.8  billion  (15%);  petroleum  $2.5  billion  (virtually  none  of  it 
federal  money);  rubber  $1.5  billion  (16%);  and  food  and  beverages  $1 
billion  (none). 

The  top  ten  corporate  spenders?  General  Motors,  IBM,  Ford,  AT&T, 
GE,  Du  Pont,  Eastman  Kodak,  UTC,  Hewlett-Packard  and  Digital 
Equipment. 

Spending  by  the  600  federal  laboratories  and  their  100,000  scien- 
tists, run  by  12  government  departments — $16.4  billion  this  year,  up 
from  $15.5  billion  in  1987 — is  included  in  these  totals. 

An  attempt  is  under  way  to  encourage  industry  to  use  the  results  of 
this  government  research  commercially.  The  Federal  Technology 
Transfer  Act  of  1986  even  allows  corporations  to  negotiate  exclusive 
rights  to  particular  government  research,  for  a  share  of  the  profits. 

Individual  government  researchers  can  benefit,  too,  with  up  to  15%  a 
year  of  industry's  payments  for  the  life  of  the  patent,  to  a  maximum  of 
$100,000  a  year.  One  winner  is  Robert  Gallo  of  NIH's  National  Cancer 
Institute  for  techniques  used  in  detecting  the  AIDS  virus. 

But  this  sort  of  example  is  rare.  Few  corporations  have  latched  on  to 
what  should  be  a  treasure  trove — U.S.  corporations,  that  is.  Since  the 
doors  on  these  federal  labs  were  opened,  U.S.  business  visitors  have 
been  outnumbered  ten  to  one  by  those  from  Japanese  companies. 
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The  Forbes  Index 


Steady  as  she  goes.  The  economy  appears  to  be  holding  up 
rather  well.  The  holiday  season  wasn't  spectacular  but  it 
wasn't  the  dud  that  some  had  predicted.  Retail  sales 
increased  0.7%  in  December,  off  0.2%  compared  with 
December  1986.  But  the  year-earlier  period  was  distorted 
by  a  rush  of  last-minute  auto  sales  prompted  by  scheduled 


changes  in  the  1987  tax  code. 

Industrial  production  rose  0.2%  in  December  and  fin- 
ished the  year  with  a  4.8%  gain.  The  November  figure  for 
consumer  installment  credit  showed  a  0.4%  increase. 
Preliminary  results  indicate  a  0.4%  gain  in  the  Forbes 
Index  in  December. 


The  Forbes  Index  Components 


The  Forbes  Index  is  j  measure  ol  U  S  tumumn  activity 
composed  ot  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  lor  unemployment  cum 
peaMtkm  the  COM  Ol  services  relative  to  all  consumer 
plica  the  level  ol  new  orders  lor  durable  goods  com- 
pared with  manufacturers  inventories  tntal  retail  sales, 
new  housing  starts  personal  income,  total  consume! 
installment  credit 

Io  measuie  these  eight  elements   fuKHI  s  monitors  ten 
■  ■I  U.S.  government  data    I  he  last  14  months  data 
tor  each  series  are  presented  at  right 
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DELTA88.THINKOFITAS 

ATECHNOLOGICALLY  SUPERB  ROAD  CAR 

THAT  JUST  HAPPENS  TO  SEAT  6. 

"This  car  is  engineered  from  the  inside  out.  It  seems  incredible, 
but  the  interior  room  is  almost  identical  to  what  it  was  ten  years  ago." 

"WeVe  developed  three  distinctly  different  "The  Teves  electronic  anti-lock 

suspension  geometries  for  this  car,  ranging  from  the    braking  system  is  available  on  the 
traditional  boulevard  ride  to  the  more  responsive,        Delta  88  During  hard  braking  brake 


firmer,  sport  lever 

"With  tuned  intake  manifolds 
and  larger  diameter  exhaust  piping,  back 
^^      pressure  has  been  reduced  and  engine  power 
^^      increased  in  the  new  GM  3.8  SFI 3800  V6,  built 
f      at  GM's  powertrain  facility  in  Flint,  Michigan." 


pressure  corrects  as 
conditions  require, 
providing  smooth,  anti- 
lock  braking  power" 


<%  •*•*"«. 


"All  Delta  885  feature  a 
front-seat  safety-belt  system 
that  works  automatically.  Just 
close  the  door,  and  you're 
belted  In.  No  more  fumbling 
with  straps,  or  fussing  with 
buckles.  An  inflatable 
restraint  system  with  active 
belts  is  also  available." 


"This  car's  so  solid, 
it's  backed  by  a  6-year  or 
60,000-mile  bowertrain 
warranty,  and  outer-body 
rust-through  brotection 
is  ub  to  6  years  or  a 
hundred  thousand  miles." 


"The  towing  capacity,  including  passengers, 
cargo,  and  equipment  of  a  properly-equipped 
Delta  88  can  be  as  much  as 


From  the  engineers  at 
Oldsmobile...the  essence  of 
quality  in  the  big,  solid  Delta  88. 

For  more  information  on  this 
remarkable  automobile,  send 
for  a  free  catalog,  write:  Olds 
Delta  88  Catalog,  RO.  Box  14238, 
Lansing,  Michigan  48901 . 


QUALITY  COMMITMfNT  PiAH 


g&j&K         2,000  pounds." 

buckle  up. 


s 


See  your  Oldsmoblle  dealer  for  trie  terms  and 
conditions  of  this  limited  warranty. 


OLDSMOBILE  QUALITY 
FEEL  IT 


A  MACHINE 
THAT'S  GEARED 

FOR  POWER, 

PRECISION  AND 

PROFESSIONALISM 
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MRO.V  and  THE  FINANCIAL  MAC  HIM  ** 
are  mark*  of  XEMOK  CORPORATION 
*ln  California.  \.  icial  Life  Insurant 
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THE  XEROX 
FINANCIAL 
MACHINE. 


We've  built  a  monetary  mechanism  that 
can  work  for  you.  Today.  It's  Xerox  Financial 
Services;  a  network  of  component  companies 
known  for  financial  products  and  services 
with  a  singular  standard  of  excellence. 

We  generate  insurance  protection  for  auto, 
home  and  business  from  Crum  and  Forster.  A 
new  generation  of  life  insurance  and  annuities 
from  Xerox  Financial  Services  Life*  A  pow- 
erful portfolio  of  mutual  funds  and  tlnit  in- 
vestment trusts  from  Van  Kampen  Merritt. 
Institutional  brokerage,  research  and  invest- 
ment banking  with  an  equity  expertise  from 


Furman  Selz.  And  the  ability  to  lease  anything 
from  a  Xerox  document  processor  to  a  jumbo 
jet  through  Xerox  Credit  Corporation. 

They're  all  part  of  The  Xerox  Financial 
Machine;  a  machine  designed  to  help  you  get 
where  you're  going.  In  business.  And  in  life. 

The  fact  is,  that's  what  we're  geared  for. 

XEROX 

FINANCIAL  SERVICES 

THE  FINANCIAL  MACHINE 


Forbes 


Calgary,  the  Winter  Olympics  home,  is  haunted  by  two  specters — 
the  financial  success  of  Los  Angeles  1984  summer  games  and  the 
financial  failure  of  Montreal's  in  1976.  Not  to  worry. 

Ghostbusters 


By  Charles  Siler 


The  powers  that  be  in  Calgary, 
Alberta,  the  stunningly  lovely 
site  ot  the  Winter  Olympies  XV, 
Feb.  13  to  28,  would  have  you  believe 
they  are  worried.  The  Los  Angeles 
games  were  sueh  a  smash,  says  Calga- 
ry Mayor  Ralph  Klein,  that  his 
prairie  outpost  won't  match  Los 
Angeles'  $215  million  (U.S.)  sur- 
plus in  19K4.  And  the  last  Olym- 
pics held  in  Canada,  the  1976 
Montreal  games,  were  a  fiscal 
flop.  Frank  King,  soft-spoken 
chairman  of  the  Olympic  orga- 
nizing committee,  knits  his  brow 
and  talks  ot  "the  ghost  of  Mon- 
treal," of  the  $977  million  deficit 
(all  dollar  figures  Canadian,  un- 
less QOted).  That  is  still  being 
paid  by  that  city's  taxpayers. 

Klein  and  King  can  afford  to 
lighten  up.  They  have  pried  mil 
lions  out  ol  the  Canadian  govern 
inent  and  the  province  ot  Alberta 
specially  earmarked  toi  Olympic 
facilities.  They  have  rung  the 
juiciest  TV  contract  in  Olympics 
history  from  ABC.  And  they  have 
worked  their  own  brand  ot  Los 
Angeles  Style    private    enterprise 

magic    on    some    corporations. 
Aside  bom  that,  <>t  course,  they 

an  old  pros  at  big  bang  events 
thai  off<  r  a  singular  kick  to  their 
economy  Every  July,  after  all, 
some  430,000  people  attend  the 
10-day  Stampede,  Calgary's  tarn 
OUS  old  time  rodeo.  About 
437,000  spectators  au-  expected 

tor  the  16-day  winter  games. 


Los  Angeles  did  nicely,  it's  true,  in 
part  because  it  had  virtually  all  the 
stadiums  and  arenas  it  needed  before 
it  got  the  games,  some  of  them  dating 
back  to  the  1932  games  there.  Calga- 
ry, in  contrast,  had  to  spend  $40  mil- 
lion for  an  indoor  speed-skating  rink, 
$72  million  for  a  couple  of  ski  jumps 
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Otympk  Plaza  in  in  mi  ofi  ity  llall 
Total  cost:  $  1  billion.  Big  deal. 


and  a  bobsled  run,  and  another  $98 
million  for  a  hockey  stadium  called 
the  Saddledome.  Altogether,  the  price 
tag  for  the  games  will  approach  $1 
billion,  equal  to  Calgary's  annual  city 
budget,  or  more  than  six  times  the 
cost  of  the  1984  winter  games  in  Sara- 
jevo, Yugoslavia. 
Big  deal. 

First,  Calgary's  canny  city  fa- 
thers talked  the  Canadian  gov- 
ernment out  of  $227  million.  The 
provincial  government  of  Alber- 
ta, which  amassed  a  fortune  of 
$12  billion  during  the  oil  boom  in 
the  1970s,  kicked  in  $129  mil- 
lion. ABC,  which  got  caught  in  a 
bidding  war  for  the  games,  paid  a 
record  $309  million  (U.S.)  for  U.S. 
TV  rights.  The  city's  contribu- 
tion was  $67  million,  much  of 
which  went  toward  road  im- 
provements and  the  new  hockey 
stadium. 

Corporate  sponsorships,  ticket 
sales  and  concessions  will  cover 
the  rest.  Taking  their  cue  from 
Los  Angeles,  organizers  lined  up 
big  corporate  sponsors,  including 
Coca-Cola  Co.  and  the  Canadian 
division  of  General  Motors  Corp. 
Petro-Canada,  Canada's  govern- 
ment-owned oil  company, 
chipped  in  $5.5  million  for  a 
torch  relay  that  has  given  the 
games  millions  in  publicity 
across  Canada. 

The  oil  and  gas  boom  of  the  late 
1970s  helped,  too.  Alberta  was  so 
flush  with  oil  money  in  1979  that 
it  started  giving  it  away  to  provin- 
cial cities.  Calgary  got  $260  mil- 
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The  $72  million  Canada  Olympic  Park,  with  its  twin  shi  jump  towers,  bobsled  and  luge  tracks 

Calgary's  city  fathers  seem  content  to  host  the  games  only  if  they  don't  stick  their  taxpayers  with  a  huge  hill. 
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lion,  which  was  used  to  pay  down 
debt.  Thus  the  city  was  in  good 
enough  shape  to  spend  on  capital  im- 
provements needed  to  host  the  games. 

Calgary  remains  heavily  dependent 
on  the  now  deeply  depressed  oil  and 
gas  industry.  But  hosting  the  Olym- 
pics has  even  helped  there.  Unem- 
ployment still  sits  at  7%,  but  compare 
that  with  Edmonton,  Alberta's  other 
big  city,  where  the  figure  is  9.8%. 

After  the  games,  of  course,  unem- 
ployment will  certainly  increase.  But 
the  organizing  committee  expects  to 
wind  up  with  a  surplus  of  at  least  $40 
million.  Half  will  be  spent  on  Canadi- 
an amateur  athletics,  and  half  will  be 
contributed  as  part  of  a  $90  million 
fund  set  aside  to  operate  the  ski 
jumps,  bobsled  run  and  some  other 
leftover  facilities  when  the  games 
end.  The  goal  is  to  invest  the  money, 
to  use  the  interest  to  cover  an  annual 
operating  deficit  of  about  $4  million 
and  reinvest  the  rest. 

For  frosting,  Calgary  figures  it  could 
become  a  self-funded  training  ground 
for  amateur  winter  athletes.  The  city 
isn't  eager  to  repeat  the  experience  of 
Lake  Placid,  N.Y.,  which  saw  its 
Olympic  sites  languish  after  the  1980 
games  because  nobody  organized  a 
plan  for  fully  using  them  until  two 
years  after  the  games  were  over. 

Will  the  Winter  Olympics  bring 
fresh  money  to  the  city?  Calgary  has 
no  illusions.  "Just  because  some  chief 
executive  watched  the  games  on  tele- 
vision and  saw  Calgary  was  a  nice, 
friendly  place,  he  is  probably  not  go- 
ing to  walk  in  his  office  the  next  day 
and  say,  'Let's  invest  in  Calgary,' ' 


admits  Bob  Holmes,  the  city's  liaison 
to  the  games. 

Calgary's  city  fathers  seem  content 
to  host  the  games  only  if  they  don't 
stick  their  taxpayers  with  a  huge  bill. 
They'd  rather  show  a  nice  bit  left 
over.  Besides,  as  Mayor  Klein  declares 
bluntly:  "Compared  to  the  Stampede, 


Pai  Morrow  Tirst  Light 

the  Olympics  is  just  a  dot." 

Perhaps  the  only  malcontent  in 
Calgary  this  month  will  be  ABC.  Not 
even  sales  of  advertising  time  at  up  to 
$300,000  (U.S.)  for  30  seconds  will 
offset  the  cost  of  rights  and  produc- 
tion. ABC's  losses  will  reportedly  top 
$30  million  (U.S.).  ■ 


Grocer)?  wholesaler  stocks  have  been  dogs 
lately.  But  Super  Valu,  after  some  early 
miscues,  seems  to  have  learned  its  lessons. 


Leader  of 
the  pack 


By  Jan  Parr 


inneapolis-based  Super 
Valu  Stores,  Inc.  has  made  its 
share  of  mistakes  in  the  last 
few  years,  mainly  when  it  bought 
businesses  it  didn't  know  much 
about.  Curiously,  though  it  has  now 
largely  put  those  bad  days  behind, 
Wall  Street  hasn't  noticed. 

The  $9.1  billion  (sales)  juggernaut 
in  the  last  eight  years  has  grown  into 


the  largest  grocery  wholesaler  in  the 
country,  supplying  staple,  produce, 
dairy  and  bakery  products  to  3,006 
stores  in  32  states.  It  also  runs  42  Cub 
Stores  in  nine  states,  an  innovative 
cross  between  a  supermarket  and  a 
grocery  warehouse  that  successfully 
blends  wholesale  and  retail  food  mar- 
keting. And  in  ShopKo,  its  single  re- 
maining nonfood  venture,  Super  Valu 
also  has  developed  a  now  profitable 
chain  of  65  discount  super-drugstores 
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One  of  Super  Valu's  4-  Cub  Stores  in  nine  states 

An  innovative  cross  between  a  supermarket  and  a  grocery  warehouse. 


almost  all  the  biggest  wholesalers 
were  reporting  lower  earnings  and 
hefty  debt,  hangovers  from  their  ac- 
quisition binges.  So,  for  example,  be- 
tween Aug.  19  and  Oct.  14,  1987, 
shares  of  the  nine  companies  in  this 
category  lost  12.4%  of  their  value, 
almost  double  the  Value  Line  average 
loss.  Since  then,  they  have  fallen  an- 
other 22.9%,  right  in  step  with  the 
market  average.  Super  Valu's  recent 
price  languished  at  18%,  way  off  its 
52-week  high  of  30Vx  and  close  to  its 
low  of  16. 

The  market  seemingly  could  not 
forget  that  Super  Valu  once  had  a  bad 
case  of  acquisition  tevcr.  Some  of  Su- 
per Valu's  more  ambitious  moves, 
m. only  buying  businesses  it  wasn't 
particularly  familiar  with,  misfired 
badly.  Profits  fell  2.1%  in  1986,  for 
example,  to  S89  million,  despite  a 
14.7%  use  in  Bales 

The  company's  acute  and  continu- 
ing problems  in  Atlanta  were  mainly 
the  reason;  a  case  where  the  wholesal- 
er believed  it  had  to  try  its  hand  at 
standard-format  food  retailing.  Super 
Valu  bought  the  financially  troubled 
Food  Giant  supermarket  chain  there 
in  1985,  figuring  its  industry  expertise 
could  turn  that  57-Store  operation 
around.  Because  food  Giant  was  Su- 
per Valu's  biggest  customer  in  the  re- 
gion, it  probably  had  little  choice  but 
to  try.  But  competitors,  undaunted  by 
Super  Valu's  size,  have  poured  into 
the  market,  opening  a  million  square 
feet  of  new  supermarket  space  among 
them  in  1987  alone. 

Super  Valu  has  since  closed  16  of 
the  stores  and  sold  33  to  indepen- 
dents. The  Food  Giant  chain  still  is 


Borgflin-prii  <•(/  l»c<t<l 
The  formula  works. 


in  eight  states  in  the  Midwest 

As  in  so  many  other  American  in- 
dustries,   the   trend   among   grocer) 

wholesalers  has  been  to  consolidate. 

I  en  /ears  ago  there  were  1 ,400  whole- 
sale companies]  only  about  300  sui 
vive     Among   the    busiest    acquirers 
the  biggest  in  the  industry    S3. 8 
billion  (19S6  sales]   St    Louis-based 
Wetterau,    Inc.;    $7.6    billion    [1986 
sales]    Fleming   Cos.    in   Oklahoma 
Gity,  Okla.  and  Super  Valu,  which  has 
purchased  seven  other  wholesale  op- 
erations  Bince  1979,  when  its  sales 
a  mere  $2.9  billion 
The  stocks,  in  this  buying  frenzy, 
have  tanked.  Even  before  the  crash. 


probably  six  months  away  from  turn- 
ing profitable.  Michael  Wright,  the 
chairman  and  chief  executive  officer, 
won't  confirm  his  strategy.  But  now 
he  will  probably  sell  the  rest  of  the 
stores,  which  should  produce  stronger 
corporate  earnings,  as  soon  as  he  can 
pull  the  deal  off. 

Just  as  important,  Wright  seems 
chastened  by  his  adventurousness  and 
unlikely  to  repeat  the  same  mistakes. 
"The  only  areas  where  we've  had 
problems  have  been  when  we  bought 
into  situations  that  weren't  typical 
wholesale  opportunities,"  he  admits. 
"When  we  stick  to  traditional  whole- 
sale operations,  we  do  well."  So  it 
seems.  Profit  was  up  32%  in  the  first 
nine  months  of  1987  on  basically  flat 
sales.  "Our  outlook  is  excellent,"  says 
Wright.  "The  situation  in  Atlanta  is 
not  completely  over  with,  and  I  think 
Wall  Street  is  waiting  to  see  that  be- 
hind us." 

Super  Valu's  ShopKo  chain  of  75 
discount  super-drugstores,  is  a  nota- 
ble exception  to  Wright's  recently  re- 
affirmed stick-to-wholesaling  philos- 
ophy. ShopKo  stores  are  situated 
mostly  in  Wisconsin,  Nebraska  and 
Minnesota,  and  its  sales,  $915.4  mil- 
lion in  fiscal  1987,  were  up  21.3% 
from  the  year  before.  At  the  same 
time,  operating  profits  were  up 
30.5%,  to  more  than  $62  million. 
ShopKo  is  expected  to  do  even  better 
this  year;  a  nice  kick  for  Super  Valu, 
because  it  produces  22%  of  operating 
earnings,  though  only  about  10%  of 
overall  sales.  The  drug  chain's  formu- 
la is  to  locate  in  medium-size  cities 
with  a  broad  offering  of  retail  services, 
usually  including  a  pharmacy,  optical 
center,  dental  lab  and  a  health  and 
nutrition  center  under  one  roof. 

It  bears  more  than  a  passing  resem- 
blance to  the  give- 'em-e very thing- 
and-pnce-aggressively  formula  that 
has  worked  so  well  with  Cub.  There 
are  49  Cubs  so  far,  1 7  of  them  corpo- 
rately  owned.  Another  20  to  25  are  to 
open  in  1988.  Each  does  $1.5  million 
of  retail  business  a  week.  Despite  a 
flood  of  copycats,  Cub  is  holding  ex- 
isting market  shares  and  has  become 
popular  enough  to  help  Super  Valu 
spread  into  new  territories,  including 
the  now  ripe  Northwest,  where  it 
plans  at  least  2  new  stores  in  Wash- 
ington and  Oregon,  with  others  on  the 
drawing  board.  Among  Cub's  other 
inroads  arc  43%  of  the  market  in 
Green  Bay,  Wis.,  16%  in  Columbus, 
Ohio  and,  with  just  4  stores  there,  3% 
of  the  huge  Chicago  market. 

"We  had  a  very  good  year  with  Cub 
and  a  pretty  good  year  with  ShopKo," 
says  Wright.  "Ninety  percent  of  the 
engine  is  cooking  along."  ■ 
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With  the  government's  blessing,  movie  stu- 
dios are  buying  theaters  with  a  vengeance. 
But  at  these  prices,  does  it  make  sense? 


Movie 
madness 


By  Lisa  Gubernick 


Once  upon  a  time,  the  big  stu- 
dios controlled  virtually  every 
aspect  of  life  in  Hollywood. 
They  owned  the  stars,  they  owned  the 
real  estate  under  the  studios  and  they 
owned  the  theaters  that  displayed 
their  films — vertical  integration. 

Then  the  stars  walked  out,  the  Jus- 
tice Department  forced  the  studios  to 
divest  their  theaters,  and  much  of  the 
real  estate  has  long  since  been  sold. 
The  stars  and  the  real  estate  are  proba- 
bly gone  forever. 

But  now,  thanks  to  a  more  relaxed 
Justice  Department,  the  studios  have 
turned  back  the  clock  in  the  theater 
business.  Over  the  last  two  years,  stu- 
dios— notably  Warner  Communica- 
tions, Paramount  (Gulf  &  Western), 
Columbia  Pictures  Entertainment 
and  MCA — have  bought  nearly  10% 
of  the  nation's  movie  screens.  The 
question  is  whether  those  purchases 
will  prove  profitable. 

"We  strongly  believe  in  the  exhibi- 
tion business,"  says  Lewis  Korman, 
senior  executive  vice  president  at  Co- 
lumbia Pictures  Entertainment, 
which  last  year  paid  nearly  $300  mil- 
lion to  acquire  the  310-screen  Loews 
chain  and  is  reportedly  bidding  over 
$150  million  to  acquire  the  307- 
screen  USA  chain,  headquartered  in 
Boston,  along  with  possibly  forming  a 
joint  venture  with  1,438-screen  AMC 
Entertainment. 

Korman's  current  enthusiasm  is 
understandable.  The  chains  have  just 
come  through  a  year  of  outstanding 
box  office  earnings.  At  Cineplex- 
Odeon  Corp.,  the  1,647-screen  theater 
chain  50%  owned  by  MCA,  net  in- 
come of  $28  million  for  the  first  three 
quarters  of  1987  was  nearly  double 
the  year  before. 


The  hitch:  While  1987  was  a  boffo 
year,  the  exhibitors  themselves  are 
busily  building  more  and  more 
screens — up  to  a  record  22,700,  ac- 
cording to  the  National  Association 
of  Theater  Owners.  Even  with  this 
screen  glut  looming,  it  still  seems  to 
make  perfect  sense  for  studios  to  own 
theater  chains.  After  all,  it  not  only 
means  they  would  control  an  addi- 
tional 50%  to  60%  of  box  office  re- 
ceipts now  held  by  exhibitors  but  it 
virtually  guarantees  them  a  home  for 
their  films.  That  guarantee  was  par- 
ticularly valuable  last  year,  when,  ac- 
cording to  Variety,  578  feature  films 
were  produced,  more  than  double  the 
number  five  years  ago.  It  may  look 
even  more  valuable  when  the  number 


of  films  in  production  begins  to  get 
smaller.  Studios  that  own  theaters 
will,  at  least  in  theory,  have  some- 
thing to  show  on  their  screens.  Inde- 
pendent owners,  on  the  other  hand, 
could  be  scrambling  for  product. 

"The  most  important  asset  the  ma- 
jor studios  have  is  their  relationship 
with  the  theaters,"  says  Peter  Hoff- 
man, who  heads  Carolco,  a  medium- 
size  independent  studio.  "Buying  the- 
aters is  a  defensive  strategy  to  avoid 
losing  those  ties." 

The  trouble  is,  the  strategy  is  get- 
ting exceedingly  expensive — and  the 
payoffs  are  by  no  means  certain.  Most 
chains  sold  over  the  last  two  years 
have  changed  hands  at  10  to  12  times 
cash  flow,  roughly  double  the  prices 
fetched  before  the  buying  boom. 

More,  Merrill  Lynch  analyst  Harold 
Vogel  points  out  that  some  astute  in- 
vestors have  been  on  the  sell  side. 
Recent  sellers  include  the  Naify 
brothers,  who  have  sold  65%  of  the 
shares  of  United  Artists  Communica- 
tions (which  includes,  among  other 
things,  the  nation's  largest  theater 
chain)  to  Tele-CommuniGations,  Inc., 
as  well  as  A.  Jerrold  Perenchio,  who 
sold  Loews  to  Columbia. 

"Would  we  pay  those  prices?"  asks 
Sumner  Redstone,  head  of  National 
Amusements,  Inc.,  a  381-screen  Ded- 
ham,  Mass.-based  chain.  "The  answer 
is  no.  I  don't  see  how  these  purchases 
can  pay  off.  Our  perspective  is  that  it's 
a  nongrowth  industry." 

The  numbers  support  Redstone. 
While  box  office  revenues  for  1987  hit 
a  record  $4.2  billion,  the  number  of 


Brian  Ajhar 
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tickets  sold,  some  1.1  billion,  was 
lower  than  in  1982.  The  first  signs  of 
trouble  will  likely  be  among  theater 
chains  in  already  economically  de- 
pressed Houston,  Dallas  and  Denver, 
the  last  considered  the  most  overbuilt 
in  the  nation. 

Another  problem:  The  coming  ex- 
cess of  screens  does  not  guarantee 
that  studio-owned  chains  can  ignore 
the  competition's  films.  Indeed,  the 
studios  are  already  so  worried  about 


antitrust  lawsuits  from  irate  indepen- 
dents that  they  loudly  insist  they  will 
not  unduly  favor  their  own  films. 
"But  the  fact  is,"  admits  one  top  exec- 
utive at  a  studio  that  has  so  far  stayed 
out  of  the  theater  business,  "the  stu- 
dios are  going  to  take  care  of  them- 
selves first." 

If  that's  the  case,  argues  Twentieth 
Century  Fox'  Barry  Diller,  who  also 
hasn't  been  infected  by  theater-buy- 
ing fever,  why  bother?  "Who  wants  to 


be  in  a  business  where,  if  you  enhance 
your  leverage,  you  have  to  worry  that 
someone  will  sue  you?" 

So  what  makes  the  other  studios 
run?  "I  think  it's  irrational  ego,"  says 
Sumner  Redstone.  "When  one  starts 
spending,  the  other  has  to  as  well." 
Which  is  to  say  this  could  all  too 
easily  prove  to  be  a  game  of  chicken — 
and  the  real  winners  are  most  likely 
to  be  those  who  stayed  out  of  the 
game.  ■ 


Would  you  lend  money  to  a  virtual  strang- 
er on  shadowy  collateral?  Well,  some  pretty 
smart  people  did  just  that  for  John  Ackah 
Blay-Miezah.  He  lured  them  with  promises 
of  1,000%  interest. 

"He  gave  off 
that  kind  of  aura" 


By  Richard  C.  Morais 


I'f  John  Ackah  Blay-Miezah 
didn't  exist,  Eric  Ambler  would 
ihave  to  invent  him. 

Forbes  interviews  the  plump,  wide- 
eyed  Ghanaian  as  he  recovers  from  a 
heart  attack  in  a  $l,015-a-day  private 
suite  at  London's  Wellington  Hospi- 
tal. Flanked  by  bodyguards,  Blay-Mie- 
zah, 46,  waves  burning  incense, 
strokes  his  Patck-Philippe  gold  and 
diamond  watch,  and  says:  "If  this  is  a 
fraud,  what's  my  motive?  I  have  no 
property.  I  have  no  personal  accounts. 
1  have  to  beg  to  get  my  medical  bills 
paid.  I  was  brought  into  this  world  to 
give  economic  independence  to  my 
country." 

But  according  to  indictments  filed 
in  March  1986  by  the  Philadelphia 
district  attorney,  Blay-Miezah  has, 
over  the  last  15  years,  coaxed  close  to 
$  1 00  million  out  ol  investors,  many  of 
them  Americans.  His  bait  is  the 
Oman  Ghana  Trust  Fund,  which  op- 
erates  from  handsome  offices  off  Lon- 
don's Piccadilly  Circus. 

According  to  Blay-Miezah,  the  trust 
is  worth — or  someday  will  be  worth — 
over  $20  billion,  it  only  he  can  liber- 
ate funds  he  says  have  reposed  in  15 
European  banks  tin  many  years.  Blay- 
Miezah  has  raised  money  from  inves- 
tors by  promising  them  a  stake   in 


these  mysterious  funds.  Investors  put 
up  cash  and/or  pick  up  his  bills.  In 
exchange,  Blay-Miezah  gives  them 
Oman  Ghana  Trust  Fund  notes.  The 
notes  guarantee  returns  of  1,000% 
and  more.  Many  investors  were  prom- 
ised repayment  in  a  matter  of  months. 

It  seems  so  transparent.  Yet  Blay- 
Miezah  is  a  master  salesman  who  per- 
suaded a  lot  of  people  that  the  $20- 
bilhon-plus  really  exists.  "It  was  like 
being  given  an  audience  with  some 
kind  of  ruler,"  recalls  Lawrence  Lip- 
kin,  a  dentist  from  Cherry  Hill,  N.J., 
of  his  first  meeting  with  Blay-Miezah 
in  a  penthouse  suite  at  the  Montcalm 
Hotel,  in  London's  fashionable  West 
End.  "He  gave  off  that  kind  of  aura." 
Between  1978  and  1984  Lipkin  gave 
Blay-Miezah  in  excess  of  $100,000  in 
return  for  an  Oman  Ghana  Trust  note 
for  $2.3  million. 

"I  totally  believe  these  funds  exist," 
says  Godfrey  Bilton,  son  of  a  British 
construction  magnate  and  one  ot 
Blay-Miezah's  investors,  from  his 
home  in  Monte  Carlo. 

If  the  $20-bilhon-plus  exists,  where 
did  it  come  from?  Blay-Miezah  tells  a 
story  that  traces  to  the  1950s  and 
1960s.  Kwame  Nkrumah,  Ghana's 
tirst  prime  minister,  ruled  Ghana  in 
the  name  of  Marxist-Leninism.  Blay- 
Miezah  told  investors  Nkrumah 
didn't  trust  Ghana's  other  politicians. 


So,  the  tale  goes,  Nkrumah  filled  se- 
cret European  bank  accounts  with 
gold  and  diamonds,  using  Blay-Mie- 
zah to  smuggle  out  the  loot.  Other 
African  leaders,  like  Haile  Selassie  of 
Ethiopia,  are  also  said  to  have  contrib- 
uted to  the  fund. 

The  story  has  a  certain  plausibility 
until  you  realize  that  Blay-Miezah 
would  have  been  a  teenager  during 
most  of  this  time.  As  one  delves  deep- 
er, this  discrepancy  becomes  one  of 
the  least  troubling  aspects  of  his  sto- 
ry. Deposed  in  1966,  Nkrumah  died  in 
Rumania  in  1972.  Blay-Miezah  says 
he  left  behind  a  deed  naming  Blay- 
Miezah  the  sole  beneficiary  and  trust- 
ee of  the  secret  accounts.  Blay-Miezah 
says  the  deed  stipulates  he  spend  the 
money  on  developing  Ghana. 

Has  anyone  seen  the  deed?  A  cho- 
sen few  have.  But  apparently  there  are 
a  couple  of  versions.  Ghana's  ambas- 
sador to  the  U.S.,  Eric  Otoo,  an  old 
friend  of  Nkrumah's,  was  shown  one. 
Alas,  a  complete  forgery. 

But  Blay-Miezah  has  managed  to 
convince  a  lot  of  people  that  the  deed 
is  genuine.  The  Oman  Ghana  Trust 
Fund  is  a  charity  registered  in  the 
Cayman  Islands,  while  its  various 
nominee  companies  have  been  regis- 
tered in  London.  The  trust  will  re- 
ceive, and  redistribute,  Nkrumah's 
billions  once  they  are  unblocked.  Or 
so  the  story  goes.  Meanwhile,  money 
is  needed  to  pursue  the  fight  for  the 
money  and  to  support  Blay-Miezah 
while  he  fights  the  good  fight. 

One  of  Blay-Miezah's  richest  fish- 
ing grounds  has  been  the  Philadelphia 
area,  where  he  used  the  talents  of 
Robert  Ellis.  Since  about  1974  Ellis 
had  been  running  Blay-Miezah's  Phil- 
adelphia offices.  The  two  convinced  a 
New  Jersey  businessman,  Walter  Haj- 
duk,  an  investor  still  loyal  to  Blay- 
Miezah,  to  put  up  well  over  $6  mil- 
lion. Robert  Schneer,  a  financial  con- 
sultant, invested  almost  $650,000  of 
his  and  associates'  money.  All  told, 
Ellis  channeled  money  from  over  300 
Philadelphia-area  investors  to  Blay- 
Miezah  and  the  trust  fund. 

Had  investors  bothered  to  investi- 
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gate  the  two  men,  they  would  have 
found  interesting  resumes.  In  1977  El- 
lis was  convicted  for  bank  fraud  and 
sentenced  to  five  years'  probation.  In 
1981,  in  a  case  unrelated  to  Blay-Mie- 
zah,  the  Pennsylvania  Securities 
Commission  banned  Ellis  for  three 
years  from  dealing  in  securities. 

Blay-Miezah's  record  is  more  im- 
pressive. He  was  first  jailed  in  Ghana 
for  two  years  in  the  mid-1960s.  Gha- 
na's Ambassador  Otoo  says  Nkrumah 
jailed  Blay-Miezah  for  harassing  the 
prime  minister,  a  fact  that  upsets 
Blay-Miezah's  story.  Blay-Miezah  ad- 
mits he  was  detained,  but  says  Nkru- 
mah knew  nothing  about  it. 

Blay-Miezah  spent  a  year  in  Penn- 
sylvania's Graterford  prison  in  1972 
for  fraudulently  representing  himself 
as  a  Ghanaian  diplomat  and  trying  to 
cheat  a  hotel  of  $2,644.  (Blay-Miezah 
paid  the  bill  after  he  was  released 
from  jail.)  In  1979  Blay-Miezah  served 
another  jail  term,  this  one  in  Ghana, 
for  fraudulently  obtaining  diplomas 
from  the  University  of  Pennsylvania. 
A  frame-up,  he  says.  A  1974  indict- 
ment for  bank  fraud,  a  case  he  denies 
any  involvement  in,  was  dropped  ten 
years  later  by  the  U.S.  Attorney's  of- 
fice when  it  concluded  it  couldn't  find 
and  extradite  him.  His  aliases  include 
John  Kolorah-Blay  and  Nana  Ackah 


Nyanzu  II,  the  latter  being  Blay-Mie- 
zah's legitimate  title  as  a  chief  of  the 
Nzima  tribe. 

"His  [Blay-Miezah's]  ability  to  de- 
ceive without  lying  is  unbelievable," 
says  an  investor  who  asks  to  remain 
anonymous.  "I've  seen  him  sit  in  a 
room  with  a  group  of  Germans.  I 
swear  he  didn't  say  20  words,  just 
smoked  a  cigar.  Everybody  left  the 
room  believing  a  story  he  never  told." 

By  1986  Barry  Ginsberg,  a  Philadel- 
phia lawyer,  had  ceased  to  believe.  He 
walked  into  the  Philadelphia  district 
attorney's  office  claiming  Ellis  and 
Blay-Miezah  had  defrauded  him  and  a 
group  of  associates  of  nearly  $2  mil- 
lion. The  DA.  quickly  issued  arrest 
warrants  for  Blay-Miezah  and  Ellis. 
Last  April  Ellis  pleaded  guilty  to  secu- 
rities violations  and  was  sentenced  to 
a  minimum  of  five  years  in  jail.  He  is 
now  in  jail  appealing  the  sentence. 

Blay-Miezah?  He  was  in  Ghana 
when  the  Philadelphia  warrant  went 
out,  and  was  arrested  by  Captain  Kojo 
Tsikata,  head  of  Ghana's  security 
forces  and  special  adviser  to  Ghana's 
dictator,  Flight  Lieutenant  Jerry  J. 
Rawlings. 

But  Ghanaian  justice  took  a  mis- 
chievous turn.  Blay-Miezah  offered 
Rawlings'  government  well  over  $1.2 
billion  of  the  trust  fund's  assets.  Be- 


sides, Blay-Miezah  has  plenty  of 
friends  in  high  places.  When  his  asso- 
ciate Kwasi  Amoaka-Atta,  Ghana's  fi- 
nance minister  under  Nkrumah,  died 
a  few  years  back,  Blay-Miezah's  inves- 
tors wound  up  paying  for  Amoaka- 
Atta's  three  funerals  in  London,  Accra 
and  his  tribal  village.  In  the  past  in- 
vestors even  paid  for  Ghana's  soccer 
and  Olympic  teams. 

At  any  rate,  Blay-Miezah  was  re- 
leased from  jail  in  Accra.  Late  in  1986 
he  was  issued  a  diplomatic  passport 
and  flown  to  London.  The  Ghanaian 
government,  hoping  there  is  money, 
is  now  actively  cooperating  with 
Blay-Miezah.  As  long  as  it  is  valid, 
Blay-Miezah's  diplomatic  passport 
helps  protect  him. 

From  his  comfortable  London  hos- 
pital bed,  Blay-Miezah  claims  that 
Nkrumah's  deed  stipulates  that  he 
can  claim  the  money  only  under  cer- 
tain conditions.  He  must,  for  exam- 
ple, hold  a  valid  Ghanaian  diplomatic 
passport  with  the  number  000065.  He 
must  be  a  member  in  good  standing  of 
Ghana's  government.  He  must  own 
200  square  miles  of  land  in  the  Nzima 
region  of  Ghana. 

From  time  to  time,  Blay-Miezah 
has  been  on  the  verge  of  satisfying  all 
the  difficult  conditions.  But  then,  oh 
dear,  something  goes  wrong.  In  1981 


tophcr  Cormack/lmpact 


John  Ackah  Blay-Miezah  flanked  by  his  assistants 

"Everybody  left  the  room  believing  a  story  he  never  told. 
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A  WHOLESALER'S 
SUPERMARKET 

NO  SERIOUS  BUYER  CAN  AFFORD  TO  MISS 
THE  TAIPEI  WORLD  TRADE  CENTER 

During  its  first  year  of  operation  Taipei's  new  multimijlion  dollar 
World  Trade  Center  attracted  1.7  million  visitors  and  more  than 
100.000  buyers  Fourteen  major  international  trade  shows  were  held 
m  its  spectacular  exhibition  atrium,  and  20  are  already  scheduled 
for  the  coming  year 

For  buyers,  the  Taipei  World  Trade  Center  has  it  all:  multilingual 
staff,  computerized  communications,  intercontinental  data  base 
services  through  the  World  Trade  Center  Network,  and  restaurants; 
2,820  display  booths  and  1,027  permanent  showrooms  displaying 
the  products  of  over  2,500  importers  and  exporters. 
Everything  from  machine  tools  to  ladies  garments,  all  under  one 
roof  in  Taipei,  the  heart  of  the  Asian  Pacific  marketplace 


Your  window  to  Taiwan  Ours  to  the  world 


<M® 


WEI  WDRLD 
TR^DE  CENTER 


5  Hsinyi  Road.  Sec  5.  Taipei  10509.  Taiwan.  Republic  of  China 

Tel   (02)725  1111     Telex   28094  TPEWTC  &  10571  TPEWTC     Telefax   886-2  7251314 

Operated  by   China  External  Trade  Development  Council 

Tel  (02)715-1515      Telex   21676  CETRA      Telefax   886-2-7168783 

For  further  information,  contact  Far  East  Trade  Service.  Inc,  Branch  Office  in  Chicago  (312)321-9338, 
San  Francisco  (415)  788-4304,  788-4305,    Vancouver  (604)682-9501.  or  the  China  External  Trade 
Development  Council.  Inc  ,  New  Vtork  (212)532-7055 
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there  was  a  coup  d'etat  shortly  before 
he  was  to  have  claimed  the  funds.  He 
now  again  promises  that  the  funds  are 
about  to  be  liberated,  and  invites 
Forbes  to  the  Cayman  Islands  to  wit- 
ness the  event.  Investors  are  now  pay- 
ing for  a  number  of  Ghanaian  officials 
to  fly  to  the  closing. 

But  a  few  of  his  "investors"  are  los- 
ing patience.  In  New  York  a  group  has 
just  filed  a  civil  suit  against  him.  To 
interview  Blay-Miezah  in  his  London 
hospital  room,  you  must  first  weather 
hostile  stares  from  investors  who 
have  been  waiting  hours  for  an  audi- 
ence with  the  great  man.  Jumping  this 
line,  you  are  led  into  the  inner  sanc- 
tum, where  Blay-Miezah  reposes.  On 
one  visit  Blay-Miezah's  bodyguards 
frisked  us. 

Against  a  Gregorian-like  incanta- 
tion washing  over  the  ensemble  from 


"If  this  is  a  fraud,  what's 
my  motive?  I  have  no 
personal  accounts.  I  have 
to  beg  to  get  my  medical 
bills  paid." 

the  suite's  stereo  system,  Blay-Mie- 
zah insists  that  none  of  the  nearly 
$100  million  the  Philadelphia  D.A. 
says  he  has  taken  in  from  investors 
has  enriched  him.  They  will  get  it 
back  with  interest  soon,  he  promises. 
And  the  Philadelphia  district  attor- 
ney? "When  the  deal  closes,  I  will 
personally  fly  to  Philadelphia,"  Blay- 
Miezah  assures  listeners. 

A  lot  of  people  still  believe  in  Blay- 
Miezah.  "Certain  things  you  can't 
make  up,"  says  supporter  Bruce  Mal- 
son,  owner  of  Philadelphia's  Club 
Butterfly.  Agrees  Aspen,  Colo,  real  es- 
tate developer  Richard  Butera,  "It's 
not  the  fraud  you  think  it  is  " 

Recently,  former  U.S.  attorney  gen- 
eral John  Mitchell  associated  himself 
with  Blay-Miezah.  Mitchell,  disbarred 
in  1975,  declined  to  return  repeated 
telephone  calls.  But  Blay-Miezah  says 
Mitchell  has  been  acting  as  his  advis- 
er for  the  last  year,  coordinating  the 
operations  that  unlock  the  trust. 
Mitchell  isn't  working  for  money  but 
for  a  piece  of  the  action  when  the 
funds  are  released.  A  friend  of  his 
claims  Mitchell  is  fascinated  with  the 
mechanics  of  cracking  open  the  trust. 

Former  Ghanaian  finance  minister 
J.H.  Mensah,  now  head  of  the  London- 
based  Ghana  Democratic  Movement 
that  wants  to  end  the  Rawlings  re- 
gime, laughs  when  asked  about  his 
countryman  Blay-Miezah:  "He  has 
talked  people  into  so  many  foolish 
things."  And  a  lot  of  them  are  still 
believers.  ■ 
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A  takeover  of  unprofitable  Tenneco  is  not 
in  the  cards  these  days.  So  why  have  Carl 
Icahn  and  some  others  bought  in? 

Breaking  up 
is  hard  to  do 


By  Edward  F.  Cone 


Y'  ou  can  see  why  Tenneco  in- 
spires dreams  of  lust  in  big-buck 
investors  with  bust-up  on  their 
minds.  The  company  is  rich  in  assets, 
with  a  strong  presence  in  varied  mar- 
kets— oil  and  gas  exploration  and 
pipelines,  farm  and  construction 
equipment,  auto  parts,  packaging, 
shipbuilding.  The  stock  has  been  trad- 
ing at  around  half  of  the  $80-a-share 
breakup  estimate.  Houston-based 
Tenneco  suffered  a  net  loss  of  $39 
million  in  fiscal  1986  on  sales  of  $14.5 
billion.  Fiscal  1987  (ended  in  Decem- 
ber) doesn't  look  much  better,  and  yet 
the  company  has  hung  tough  on  its 
hefty  $3.04-a-share  dividend. 

Wall  Street  seems  to  feel  that 
Chairman  J.L.  Ketelsen  is  presiding 
over  an  antique,  a 
1960s-style  conglom- 
erate, that  is  worth 
more  broken  up  than 
intact.  Ketelsen  was 
unavailable  when 
Forbes  wanted  to 
talk  about  what  he  is 
up  to.  With  an  anti- 
takeover plan  in  ef- 
fect— requiring  two- 
thirds  of  noninterest- 
ed  shareholders' 

approval  of  any  hos- 
tile bid — he  evidently 
thinks  he  has  all  the 
time  he  needs.  Far 
less  reticent  are  a  few 
of  his  big-block  share- 
holders and  a  gaggle 
of  breakup-happy  se- 
curities analysts. 

"Just  spinning  off 
some  divisions  and 
getting  back  to  what 
they  know  would  sig- 
nificantly increase 
shareholder     value," 


complains  Alan  Gaines,  president  of 
New  York  institutional-broker 
Gaines,  Berland  Inc.  Gaines  led  an 
attempt  to  shake  up  Ketelsen  and  his 
management  in  1985.  He  sold  at  a 
profit  and  is  now  back  in  the  stock. 

Gaines  isn't  alone.  Carl  Icahn,  ru- 
mored to  use  Gaines  as  a  broker,  re- 
portedly held  2%  of  the  stock  just 
before  the  crash.  Gaines  says  he  can't 
comment  on  Icahn's  position.  Has 
Icahn  bailed  out?  "Would  you  be  sell- 
ing after  the  crash  if  you  bought  in  at 
the  high?"  replies  Gaines  sarcastical- 
ly. Another  reputedly  large  holder  is 
the  voracious  Henley  Group. 

"Ketelsen  is  the  last  prophet  of 
conglomeratization  without  synergy 
and  without  profits,"  says  stock  ana- 
lyst Laura  Sloate. 

What  any  buyer  would  get  in  Ten- 


neco is  a  slew  of  good  companies, 
some  already  hitting  on  all  cylinders, 
others  on  the  verge  of  profitability. 
Already  in  the  black  are  the  Monroe 
and  Walker  automotive  parts  divi- 
sion, as  well  as  Packaging  Corp.  of 
America.  The  Newport  News  ship- 
yard has  a  hefty  $1  billion  backlog  on 
four  attack  submarines  due  in  1991 
alone.  The  troubled  Case  IH  unit,  a 
farm  equipment  manufacturer,  has 
been  leaned  down  and  could  even  be- 
gin to  make  money  with  an  improv- 
ing farm  economy  and  a  weaker  dol- 
lar. And  Tenneco's  core  energy  busi- 
nesses, which  contribute  about  40% 
of  sales,  should  profit  if,  as  seems  like- 
ly, gas  prices  strengthen  (although 
they  are  still  troubled  by  cheap  oil 
prices).  Indeed  Ketelsen  has  recently 
sold  land  and  insurance  assets  as  part 
of  his  own  continuing  restructuring. 
So  wouldn't  a  breakup,  or  the  spin- 
off of  several  divisions,  be  fixing 
something  that  ain't  broke?  Yes,  but 
that's  the  way  fundamentalists  prat- 
tle. Do  Icahn  or  Gaines,  or  analysts 
with  their  eyes  only  on  the  next  quar- 
ter, care  about  that? 

And  the  facts  remain:  Tenneco  is 
not  making  money  on  a  net  basis,  and 
the  market  doesn't  like  what  it  sees. 
Ketelsen  now  has  some  breathing 
space  to  strengthen  his  position  by 
pushing  the  stock  up  a  bit.  Several 
divisions  are  spinoff  candidates,  in- 
cluding the  shipyard  and  auto  parts 
companies,  each  worth  perhaps  $1.25 
billion.  That  would  give  Tenneco  the 
money  to  buy  in  some  stock  and  pay 
down  some  of  its  heavy  debt.  A  pared- 
down  Tenneco,  com- 
posed of  its  core  ener- 
gy divisions  and  the 
heavy  equipment 
companies,  which  is 
where  Ketelsen  got 
his  start,  would  look 
more  attractive. 

With  almost  150 
million  shares  out- 
standing and  a  sticky 
antitakeover  plan  in 
place,  Tenneco  would 
be  a  mouthful.  Man- 
agement has  a  chance 
to  preempt  its  poten- 
tial restructurers 
while  the  takeover 
game  stays  cool.  But 
at  its  steep  discount  to 
asset  value,  some- 
thing short  of  a  take- 
over— say  an  inves- 
tor-led proxy  fight — 
would  distract  the  Ke- 
telsen team  at  a  time 
when  it  can  ill  afford 
to  be  diverted.  ■ 
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B   1987  VOLVO  NORTH  AMERICA  CORPORATION 


I 


II 


I 


What  you  see  here  is  exactly  what  you  think  >ou  see  here.  A  V 
supporting  the  entire  weight  of  a  six  and  three-quarter  ton  truck. 

CALL  TOLL  FREE  FOR  YOUR  CATALOG  Of  1968  VOLVO  SEDANS  AND  STATION  WAGONS   1-800-221-9136 


AND  UP  TO  HEAVY  TRAFFIC? 

Ve  sincerely  hope  you  never  find  yourself  in  a  predicament  like  this.  But 
u  do,  we  sincerely  hope  you're  in  a  Volvo.  VOLVO 

A  car  you  can  believe  in. 


THE  BEST 
BUSINESSMEN 
ARE  QUICK  ON 
THEIR  FEET. 

In  today's  world, 
you've  got  to  stay 
on  your  toes,  and 
still  make  it  look 
easy.  We  can  help. 

Northwest  flies 
you  to  200  U.S. 
cities,  to  Europe 
and  to  business 
centers  in  Asia. 

So  for  a  semi- 
nar in  Seattle 
or  a  meeting  in 
Tokyo,  call  your 
travel  agent  or 
Northwest — 
we'll  get  you 
there  without 
a  lot  of  fancy 
footwork. 


LOOK  TO  US  <$  NORTHWEST  AIRLINES 

U  S  RESERVATIONS  1-800-225-2525,  INTERNATIONAL  RESERVATIONS  1-800-447-4747.    c  1988  Northwest  Airlines,  Inc 


Despite  the  surge  of  imported  textiles,  Dixie  ?ozens  of  °ther  items  Today  W(i 

•*■  j  i  j    i  i   i  have  no  single  product  we  rely  on,  and 

YamS  ShOUta    be   able    tO   Stay    Competitive,  no  single  customer,"  Frierson  boasts 

That's  because  it's . . . 


Number  one 
in  niches 


By  Alyssa  A.  Lappen 


Dixie  Yarns,  Inc.  of  Chattanoo- 
Iga,  Tenn.  has  not  simply  sur- 
vived but  flourished  in  one  of 
the  most  brutally  competitive  inter- 
national businesses  going — textiles. 
In  1980  nearly  40%  of  Dixie's  $217 
million  in  revenues  came  from  com- 
modity apparel  and  carpet  yarns,  and 
sales  and  profits  were  faltering 
badly  as  cheap  textile  imports  be- 
gan to  cut  into  sales. 

Yet  today  Dixie  has  annual 
sales  more  than  three  times  its 
1980  levels.  In  the  first  nine 
months  of  1987  Dixie  earned 
$19.3  million  on  sales  of  $419 
million,  giving  it  net  margins  of 
4.6%,  more  than  a  third  above  the 
textile  industry  median.  Dixie's 
return  on  equity,  at  about  16.6%, 
is  37%  higher  than  the  industry's 
median.  Yet  its  41%  debt-to-eq- 
uity ratio  is  one-third  less  than 
the  industry's  median. 

What  accounts  for  the  amazing 
turnaround?  Credit  Daniel  Frier- 
son,  46,  who  realized  when  he 
took  over  as  president  and  chief 
executive  at  the  start  of  the  de-     — 
cade    that    staying   in    commodities 
markets  might  well  kill  Dixie.  Frier- 
son's  solution?  Return  the  firm  to  its 
roots  in  high-margin  specialty  goods. 

Founded  in  1920  to  make  specially 
treated  cotton  for  ladies'  stockings, 
Dixie  expanded  into  commodities  in 
the  1960s  and  1970s,  growing  in  time 
to  command  perhaps  5%  of  the  com- 
modity apparel  yam  market  and  as 
much  as  10%  in  commodity  nylon 
carpet  yarns.  By  the  start  of  the  1980s 
Dixie  operated  1 7  plants  in  five  states 
with  5,000  employees.  But  as  cheap 
textiles  from  Taiwan,  Hong  Kong  and 
China  cut  into  Dixie's  apparel  yam 
business,  and  U.S.  carpetmakers 
found  they  could  spin  their  own  yarn 


for  10%  to  15%  less,  Dixie's  margins 
began  to  shrink. 

To  Frierson,  a  good-looking,  affable 
southerner  witb  an  approachable 
manner,  saving  Dixie  from  slow  de- 
cline was  a  matter  of  family  pride:  His 
dad,  J.  Burton  Frierson,  had  run  the 
firm  for  40  years  and  his  family  had 
controlled  the  stock  for  about  as  long. 
Not  only  was  the  wealth  of  the  family 


Dixie  Chief  Executive  Dan  Frierson 
A  matter  of  family  pride. 


and  Dixie's  other  shareholders  at 
stake,  but  so  too  were  the  jobs  and 
welfare  of  its  factory  workers,  many 
of  whom  also  owned  stock. 

Frierson's  risky  strategy:  to  reverse 
a  generation  of  decision  making  and 
abandon  Dixie's  commodities  mar- 
kets in  favor  of  developing  new, 
niche-type  markets.  Cotton  apparel 
yarn  with  a  stretchable  Lycra  core,  for 
example,  costs  more  to  manufacture 
than  traditional,  undyed  commodity 
cotton  yarn,  but  it  also  sells  for  about 
one-and-a-half  times  the  price.  By  de- 
veloping and  aggressively  promoting 
this  product,  Dixie  helped  create  a 
market  of  which  it  now  has  by  far  the 
largest  share.  It  has  done  the  same  for 


But  changing  a  company's  course  so 
radically  was  no  easy  matter.  Switch- 
ing from  commodities  to  specialties 
meant  closing  plants  or  altering  them 
to  make  small  lots  and  larger  varie- 
ties. Salesmen  had  to  learn  to  refuse 
multimillion-dollar  commodity  or- 
ders from  suppliers  to  J.C.  Penney  and 
go  after  $250,000  specialty  orders  for 
Lord  Jeff,  Liz  Claiborne,  Izod  Lacoste 
and  suppliers  to  Polo,  L.L.  Bean  and 
Land's  End. 

Frierson  used  both  carrot  and  stick 
to  promote  change.  In  addition  to 
profit  sharing,  he  offered  managers 
stock  options  and  a  cash  bonus  based 
on  return  on  equity.  Also,  Dixie  set  a 
goal  for  its  managers  of  20%  pretax 
return  on  capital,  and  encouraged  the 
divisions  to  compete  on  returns. 
Those  who  could  not  match  the  best 
returns  would  have  to  explain  why. 
Meanwhile,  employment  levels  were 
chopped  by  30%,  while  those  who 
remained  were  constantly  drilled  on 
the  need  for  sales,  service  and  quality. 
Simultaneously,  Frierson  invested 
about  $50  million  in  product  de- 
velopment labs  and  new  equip- 
ment. The  result?  Stroll  through 
Dixie's  flagship  Ringgold,  Ga. 
carpet  yarn  plant  today,  and 
you'll  see  thousands  of  spindles, 
yarn  twisters  and  heat-setters 
turning  out  up  to  70  high-margin 
yarns  at  a  time.  Despite  the  vari- 
ety, output  here  is  35%  higher 
than  in  1983,  with  10%  fewer 
workers. 

In  1987  the  company  added  Ti 
Caro,  Inc.,  a  maker  of  specialty 
yarn,  thread  and  fabric,  to  its  op- 
erations in  a  complex  $78  million 
stock  deal.  Along  with  a  12-for-l 
stock  split  and  public  offering  in 
late  1986,  the  deal  created  an  ac- 
tively traded  security  for  what 
—     had  been  largely  a  family-  and 
management-owned  stock.  (Shares  re- 
cently   traded    over-the-counter    at 
I8V2,  with  a  P/E  of  8.)  Besides  giving 
Dixie  more  than   15  new  specialty 
yarn  markets,  the  purchase  made  it 
the  nation's  largest  supplier  of  indus- 
trial sewing  threads.  These  days  Dixie 
threads  are  found  in  everything  from 
teabags  to  baseballs  and  blue  jeans. 

Yet  to  raise  margins  higher,  Dan 
Frierson  is  working  to  cut  costs  and 
ease  Dixie  out  of  most  of  its  remain- 
ing commodities.  He's  also  spending 
$20  million  a  year  on  capital  improve- 
ments for  new  products.  In  sum,  if 
you  hear  folks  complaining  that  you 
can't  compete  against  low-cost  opera- 
tors from  abroad,  sing  Dixie.  ■ 
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©  1987  New  England  Mutual  Life  Insurance  Company.  Boston.  MA 


IS  THIS  A  SCENE  IN  TOUR  FINANCIAL  FUTURE? 

If  financial  responsibilities  like  college  tuition 
are  fast  approaching,  we  can  help  you  become 
better  prepared  for  them. 

We're  The  New  England,  a  family  of  compa- 
nies offering  an  array  of  financial  products  and 
services  of  the  highest  quality. 

More  important,  we  have  representatives 
who  pride  themselves  on  the  long-lasting  relation- 
ships they  build  with  their  clients.  When  you  form 
a  relationship  with  one  of  our  representatives,  you 
do  it  knowing  that  we  will  be  there  for  you  for  the 
long  haul -helping  you  create  and  implement  a 
carefully  planned  financial  program  that  supports 
your  goals,  ambitions  and  dreams. 

For  a  free  brochure  about  how  our  products 
and  services  can  help  build  your  financial  future, 
as  well  as  for  the  name  of  your  local  representative, 
phone  1-800-222-2725.  Ext.  326. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 
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Should  good  doctors  pay  for  the  mistakes 
of  bad  doctors?  In  a  few  states,  malpractice 
liability  premiums  for  some  of  the  good 
guys  have  actually  declined. 

Physician, 
insure  thyself 


By  Ellen  Paris 


Dr.  Arnold  Seid,  a  Santa  Moni- 
ca, Calif,  general  surgeon,  will 
pay  $36,000  in  malpractice  in- 
surance premiums  this  year,  up  10% 
from  last  year.  "I  am  fed  up,"  says 
Seid  of  steadily  rising  professional  li- 
ability insurance  costs.  But  in  Califor- 
nia, Hawaii  and  Florida,  other  doctors 
no  less  fed  up  may  have  found  a  way 
to  put  a  lid  on  malpractice  premiums 
that  could  become  a  national  model. 

If  he  can  qualify,  Dr.  Seid  will  very 
likely  walk  away  from  his  current  in- 
surance carrier,  Southern  California 
Physicians  Insurance  Exchange,  to 
join  Los  Angeles-based  Cooperative  of 
American  Physicians,  Inc.  /Mutual 
Protection  Trust.  CAP  is  one  of  a 
handful  of  companies  in  the  three 
states  that  offer  a  novel  alternative  to 
conventional  malpractice  insurance: 
a  self-insured  trust.  For  comparable 
coverage  with  CAP,  Seid  would  be 
paying  around  $18,000. 

During  the  malpractice  insurance 
crisis  of  the  mid-Seventies,  large  tra- 
ditional carriers  like  St.  Paul  and  Aet- 
na jacked  up  rates  and  began  pulling 
out  of  the  medical  malpractice  busi- 
ness. Litigation-happy  lawyers  and 
angry  patients  have  been  trooping 
into  court  in  such  numbers  that  at 
times  it  seems  that  everyone  is  suing 
his  doctor.  The  largest  malpractice 
carrier,  Minnesota-based  St.  Paul,  es- 
sentially hasn't  written  a  new  policy 
in  two  years. 

Many  doctors,  therefore,  stepped 
forward  and  formed  their  own  insur- 
ance companies  to  fill  the  void,  out- 
fits like  the  Doctors'  Co.  of  Santa 
Monica  and  medical-society-spon- 
sored organizations  like  the  Medical 
Inter-Insurance  Exchange  of  New  Jer- 
sey. Today  there  are  nearly  40  of  these 
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doctor-owned  insurance  companies, 
all  formed  since  1975.  Together  they 
account  for  about  55%  of  all  malprac- 
tice insurance  written. 

Medical  malpractice  insurance 
rates  continued  to  climb,  rising  an 
average  of  20%  to  25%  a  year  over  the 
past  five  years  nationally.  Hardest  hit 
were  "high-risk"  specialists  like  anes- 
thesiologists, obstetricians,  neurosur- 
geons and  orthopedic  surgeons,  who 
now  make  up  about  40%  of  CAP's 
membership. 

How  can  CAP  afford  to  cover  Dr. 
Seid  for  half  what  his  old  insurer 
charged?  An  insurance  company  sets 
premiums  based  on  what  actuaries 
project  it  will  need  to  pay  claims  over 
the  next  five  years.  By  contrast,  a  trust 
usually  assesses  members  only  for 
what  it  expects  to  pay  out  during  the 
next  calendar  year.  "The  idea,"  says 
CAP  Chief  Executive  Carl  Blomquist, 
"is  to  leave  money  in  the  member's 
pocket  for  as  long  as  possible." 

Set  up  in  1977,  CAP  has  more  than 
2,700  members.  Even  so,  it  is  a  fairly 
exclusive  club.  First,  potential  mem- 
bers must  fill  out  a  28-page  applica- 
tion form;  then  their  names  are  sent 
to  CAP  members  for  comment.  Final- 
ly, applicants  go  before  a  quality  con- 
trol board  for  approval.  In  the  end, 
CAP  rejects  40%  of  applications,  vs. 
about  10%  for  conventional  insurers. 

Members  pay  a  one-time  refundable 
initial  trust  deposit  ranging  from 
$4,000  for  a  pediatrician  to  $28,000 
for  a  neurosurgeon.  Then,  each  year, 
they  pay  assessments,  which  are  simi- 
lar to  the  premiums  paid  to  a  tradi- 
tional insurance  company.  In  return 
for  lower  current  costs,  they  also  as- 
sume the  risk  that  their  payments 
may  increase  unexpectedly.  Members 
agree  that  the  trust  can  come  back  to 
them  at  any  time  for  more  money  if 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  S40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 
New  England  Mutual  Life 
Insurance  Company 
America's  oldest  chartered  mutual 
life  insurance  company,  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Group 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 
Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis,  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 


The  New  England 

Your  Financial  Partner 
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Dr.  J  Michael  Wormley,  chairman  ofCAPlMPTs  board  of  trustees 

"We'd  like  to  believe  this  is  a  trend,  and  that  the  things  we  have  been  doing  are  paying  off.' 


Sieve  SnmhUhcck-r  Picturf. 


it's  needed  to  pay  claims.  Thus  mem- 
bers have  a  vested  interest  in  keeping 
out  all  but  the  best  doctors. 

So  far,  the  risk  has  been  well  worth 
it  for  CAP  members.  This  year  CAP's 
assessments  are  down  about  10%  on 
average.  CAP  and  similar  trusts  en- 
courage members  to  practice  defen- 
sive medicine  to  avoid  lawsuits  down 
the  road.  That  means  better  treat- 
ment records  (doctors  are  notoriously 
sloppy  record  keepers). 

CAP  encourages  doctors  to  per- 
suade patients  to  agree  to  arbitration 
rather  than  )ury  trials  should  prob- 
lems arise.  Arbitration  generally 
takes  about  18  months,  vs.  about  five 
years  for  a  jury  trial — quicker  settle- 
ments, lighter  legal  tees.  Dr.  Gary 
Sehneiderman,  a  Sacramento,  Calif, 
orthopedic  surgeon  who  recently 
joined  CAP,  won't  accept  any  new 
patients  in  his  office — except  in  emer- 
gencies— unless  they  first  sign  an  ar- 
bitration agreement. 

A  possible  drawback  is  that  CAP 
reserves  are  somewhat  fragile,  now 
totaling  near  $60  million.  California 
V-m.  mblyman  Tom  Bane  is  author  of 
the  1976  legislation  enabling  trusts  to 


operate.  He  thinks  that  reserves 
should  be  increased.  So  far,  Bane 
doesn't  seem  to  have  much  of  an  argu- 
ment. At  the  end  of  last  year,  for  in- 
stance, CAP  refunded  to  members 
$7.5  million  of  the  $35  million  it  col- 
lected in  1987  assessments.  Each 
member  got  back  about  20%  of  what 
he  paid  last  year — from  $400  for  a 
psychiatrist  to  $4,400  for  an  obstetri- 
cian/gynecologist. 

"We'd  like  to  believe  this  is  a  trend, 
and  that  the  things  we  have  been  do- 
ing and  are  committed  to  doing  are 
paying  off,"  says  Dr.  J.  Michael 
Wormley,  chairman  of  CAP/MPT's 
board  of  trustees. 

The  trust  concept  has  also  worked 
well  so  far  in  Hawaii,  where  a  fifth  of 
the  state's  1,950  practicing  doctors 
belong  to  the  Hawaii  Association  of 
Physicians  for  Indemnification 
(HAP1),  a  trust  started  in  1979. 

If  trusts  work,  then  why  are  there 
only  a  handful  around  the  nation?  Ag- 
gressive lobbying  by  the  insurance  in- 
dustry in  general  is  one  big  reason. 
Under  current  law  each  state  must 
pass  legislation  for  trusts  to  be  set  up. 
In  October  1986  Representative  Hen- 


ry Waxman  (D-Calif.)  proposed  an 
amendment  to  the  Risk  Retention 
Act  of  1986  that  would  allow  trusts  to 
operate  across  state  lines  just  as  insur- 
ance companies  now  can.  According 
to  Waxman,  the  amendment  had  to  be 
withdrawn  because  of  strong  lobbying 
by  the  insurance  industry.  Otherwise 
the  Risk  Retention  Act  would  not 
have  passed. 

The  powerful  American  Medical 
Association  is  another  stumbling 
block.  "We're  concerned,"  says  Dr. 
lames  Todd,  AMA  senior  deputy  ex- 
ecutive vice  president,  "that  the  doc- 
tor-owned insurance  companies  will 
have  higher  losses  and  higher  premi- 
ums because  trusts  will  skim  the 
cream  and  leave  the  medical  society 
and  doctor-owned  companies  holding 
the  bag." 

That  could  happen.  But  another  re- 
sult might  be  that  more  doctors  will 
see  that  CAP's  emphasis  on  careful 
record  keeping,  arbitration  of  patient 
disputes  and  defensive  medicine 
makes  a  lot  of  sense.  Why,  after  all, 
should  good  doctors  who  practice 
sound  medicine  have  to  pay  for  the 
mistakes  of  bad  doctors?  ■ 
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What  if  you  made  B 

your  computin 


You'd  have  your 
computing  power 
for  a  lower  cost- 
of-ownership. 

Up  to  $400,000  lower,  in  fact. 
Based  on  original  purchase 
price  and  support  costs  over  five 
years* 

Cost-of-Owneiship 


■I 

$836K 

$839K  1 

|$436K 

HP 


DEC 


IBM 


Because  the  HP  3000  Senes 
950  costs  about  half  of  IBM's 
4381-23  or  DEC'S  VAX  8700. 

For  a  comparable  class  of 
computer. 

Remarkable  savings,  you'll 
agree.  Savings  made  possible 
by  HP's  remarkable  new  RISC- 


The  powerful  HP  3000  Senes  950: 

one  of  a  full  line  of  compatible 

i:ud-iange  computers. 

on  US  list  prices  available  as  ol  Decembei  1. 1987 


based  family  of  Precision 
Architecture  computers. 

RISC— Reduced  Instruction 
Set  Computing— is  a  new 
concept  in  designing  comput- 
ers which,  through  simplifica- 
tion, can  speed  up  computer 
processing. 

Simplification  which  means, 
for  example,  an  eleven-board 
CPU  is  reduced  to  one. 

It  also  means  fewer  components. 

And  it  all  results  in  significant 
advantages  in  terms  of  reliability, 
as  well  as  cost-of-ownership  and 
performance. 

Advantages  which  the 
HP  3000  line  will  maintain  in 
future  models. 

Tb  keep  on  giving  you  a  lot 
more  for  a  lot  less. 

You'd  have  true 

multi-vendor 

connectivity 

We  know  you  want 
more  networking  options, 
not  less. 

Hence  the  HP  commit- 
ment to  a  networking 
strategy  that  gives  you  the 
true  multi-vendor  connectivity 
that  propnetary  networks  sim- 
ply can't  deliver. 

HP  AdvanceNet. 

A  strategy  which  supports  in- 
dustry networking  standards,  as 
well  as  de  facto  standards  such 
as  SNA. 

With  over  300  products  for 
both  local  office  and  company- 
wide  networking. 


An  example  of  HP's 

commitment  to  standards 

isHPStarLAN 

office  networking. 


A  strategy  which  allows  you 
to  keep  your  networking  options 
open  for  the  future  and  protects 
your  existing  computing  in- 
vestment. 

It's  a  strategy  based  on  experi- 
ence acquired  since  1971. 

With  networking  products  in- 
stalled in  over  70  of  the  Fortune 
100  companies. 

Backed  by  service  and  sup- 
port designed  expressly  for  your 
multi-vendor  environment. 

Because  that's  the  real  world. 

You'd  have  easy 
access  to  your  en- 
tire information 
system. 

Introducing  the  HP  NewWave 
environment. 

Breakthrough  software 
technology  that  lets  you  access, 
manipulate  and  share  informa- 
tion throughout  your  system. 
Effortlessly. 

By  means  of  simple,  intuitive 
icons.  Pull-down  menus.  A 
"mouse."  And  a  common  inter- 
face across  workstation  appli- 
cations. 

Data  from  different  applica- 
tions and  sources— from  PC's, 
minis  and  mainframes- 
can  be  accessed  and  ma- 
nipulated as  though 
within  a  single  applica- 
tion. In  the  process,  you 
can  create  documents 
that  combine  text, 
graphics,  spread- 
sheets, images.  You 
can  even  attach  a 


voice  message. 
Then,  just  as  easily, 
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A  window  to  your  world 

you  can  mail  them  to  anyone 
on  the  system. 

What's  more,  repetitive  tasks 
such  as  updating  and  distribut- 
ing a  sales  report  can  be  done 
automatically  through  "agents," 
which  are  practical  implementa- 
tions of  artificial  intelligence 
principles.  They  can  even  do  this 
on  a  prescribed  day  at  a  certain 
time,  if  you  wish. 


HP  integrated 

workstations 

with  the 

NewWave 

environment. 
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The  NewWave  environment. 
;  It's  a  powerful,  natural  way  of 
working. 

And  it  will  lead  the  way  to  a 
new  and  more  productive  era  in 
computing. 

You'd  have  the 
company  with 
top  ratings  in 
customer  support 
satisfaction. 

No  two  customers  are  the  same. 
This  is  a  guiding  principle  of 


the  HP  way  of  doing  business. 

It  means  listening  to  and 
understanding  your  specific 
company  needs. 

Then  it  means  asking  a  lot  of 
"What  if . . ."  questions  so  that 
solutions  can  be  delivered  that 
are  tailored  to  those  needs. 

Instead  of  off-the-shelf 
solutions  routinely  handed  out. 

And  it  means  following  up 
with  service  and  support. 

Customer  Support  Satisfaction. 


1983     1984     1985     1986     1987 

Consider  this  record:  #1  for 
five  straight  years  in  the  widely- 
respected  Datapro  customer 
surveys. 

It's  a  record  based  on  an 
average  across  six  key  service 
and  support  categories: 
maintenance  effectiveness, 
maintenance  responsiveness, 
troubleshooting,  documenta- 
tion, education  and  software 
support. 

And  it's  a  record  that  should 
come  as  no  surprise. 

Because  when  you  make  your 
customers  number  one,  they  do 
the  same  for  you. 
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HEWLETT 
PACKARD 


Now,  what  can 

Hewlett-Packard 

for  you? 


Please  check  for  the  information  you  want: 

□  I  want  increased  computing  power  for  less  cost. 

□  I  want  true  multi-vendor  connectivity. 

□  I  want  easier  access  to  information. 

□  I  want  better  service  and  support. 


Nam 


Tide 


Company  name 


Street 


City 


State 


Zip  Code 


MAIL  TO  HEWLETT-PACKARD.  Inquiries  Manager.  19310  Prunendge  Ave  .  Dept  687C , 
Cupertino.  CA  95014 


Or  Call  1 800  752-0900,  Dept.  687C 
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Red  of  tooth  and  claw,  naked  short-sellers  prey  on  small 
company  stocks.  But  are  their  victims  all  that  innocent? 


Naked  came  the 
short-sellers 


any  over-the-counter  stocks 
were  weak  even  before  the 
Oct.  19  crash,  some  losing  as 


By  Phyllis  Berman 
with  Ronit  Addis 


much  as  80%  and  90%  of  their  market  values  during  1987. 
Last  year  provided  a  rich  harvest  for  a  handful  of  short- 
sellers,  many  of  them  naked  shorts. 

Naked  shorts?  It's  Wall  Street  jargon.  In  ordinary  snort- 
selling,  real  shares  change  hands.  Thus:  Jack  sells  short 
100  shares  of  IBM,  and  Jane  buys  the  stock.  In  order  to 
deliver  the  shares  to  Jane,  Jack's  broker  must  borrow  stock 
from  a  third  party.  So  actual  shares  change  hands — or  at 
least  the  appropriate  blips  are  made  on  computer  tapes. 

But  in  naked  short-selling,  the  second  step — the  borrow- 


ing  of  stock — is  eliminated  (see  illus- 
tration).   The   short-seller   is    selling 

stock  that  doesn't  exist.  He  is  making 

a  naked  rather  than  a  traditional  short  sale.  In  theory — 
although  rarely  in  practice — the  short  position  in  a  stock 
could  actually  exceed  the  floating  supply. 

How  can  people  get  away  with  naked  shorting?  Not  only 
can  they,  but  it's  perfectly  legal  for  broker-dealers,  though 
not  for  the  investing  public.  Here's  how  it  works: 

The  buyer's  broker  simply  doesn't  demand  delivery  of 
the  shares  from  the  seller's  broker.  If  the  above  example 
were  a  thinly  traded  o-t-c  stock  rather  than  a  Big  Board 
stock,  Jane's  broker  might  be  tempted  to  credit  her  ac- 


lllustrations  by  Gary  Hallgren 
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count  as  holding  the  stock  even  though  her  broker  doesn't 
have  the  stock.  Why  would  the  broker  be  so  careless? 
Because  there  is  a  tacit  agreement  over-the-counter:  If  the 
seller's  broker  doesn't  deliver,  don't  insist  unless  the  cus- 
tomer actually  demands  delivery  of  the  physical  certifi- 
cates, which  few  people  do.  "In  all  the  16  years  I've  been 
shorting  stock,  I've  only  once  been  bought  in,  that  is,  only 
once  has  somebody  demanded  delivery  of  the  stock," 
confirms  Drake  Securities'  head  trader,  Barry  Adler. 

As  it  turns  out,  this  is  a  nice  deal  for  Jane's  broker.  The 
broker  gets  cash  from  the  buyer  almost  immediately.  But 
he  has  to  deliver  that  cash  to  the  seller's  broker  only  when 
the  latter  delivers  the  shares.  As  long  as  no  stock  is 
delivered  to  him,  he  can  keep  the  cash  for  his  own  use.  So 
he  is  perfectly  happy  to  sit  with  a  "fail-to-deliver."  In  other 
words,  though  Jack's  broker  owes  Jane's  broker  the  stock 
that  he  in  turn  owes  to  Jane,  Jane's  broker  has  no  incentive 
to  ask  for  it.  The  broker  already  has  Jane's  cash. 

Complicated?  A  bit,  but  this  is  the  kind  of  thing  that  is 
possible  in  a  world  where  most  assets  are  little  more  than 
computer  entries. 

Naked  short-selling  lends  extra  power  to  shorts  deter- 
mined to  drive  a  stock  down,  since  they  are  relieved  of  the 
necessity  of  trying  to  find  shares  to  borrow  in  what  are 
frequently  thin  markets.  This  strengthens  a  short's  hand 
in  the  over-the-counter  market.  Remember,  there  is  also 
no  uptick  rule  on  Nasdaq;  that  is,  one  can  sell  short 
continually  without  waiting  for  an  uptick  in  the  price.  In 
the  absence  of  such  a  rule,  the  short-seller  can  keep  relent- 
less downward  pressure  on  a  stock. 


The  whole  business  of  naked  shorts  is  rather  a  dirty 
little  secret,  and  few  participants  will  talk  openly  about  it. 
Requesting  anonymity,  the  manager  in  charge  of  the  stock 
loan  department  at  one  of  the  largest  brokerage  firms 
concedes  that  short  positions  in  some  Nasdaq  stocks  ap- 
pear to  be  far  larger  than  the  outstanding  float  could 
possibly  support.  Meaning,  of  course,  that  a  good  part  of 
the  short  position  is  naked. 

Naked  short-selling  is  relatively  new.  It  started  only 
around  five  years  ago.  Prior  to  that,  there  was  relatively 
little  traditional  short-selling  in  Nasdaq  stocks.  Why  not? 
Because  it  was  too  difficult  to  borrow  these  relatively  thin 
stocks — and  unless  they  can  be  borrowed,  they  cannot  be 
shorted  in  the  normal  way. 

The  major  exchanges  had  introduced  the  continuous  net 
settlement  system  in  1974,  and  that  paved  the  way.  Previ- 
ously, shorts  physically  had  to  deliver  to  buyers  the  shares 
they  borrowed.  But  now,  transactions  are  recorded  in  each 
participant's  account  electronically.  There  is  no  essential 
reason  to  ask  for  delivery  of  securities,  especially  since 
they  are  marked  to  the  market  daily.  Meaning:  If  a  shorted 
stock  goes  up,  the  short-seller's  broker  has  his  account 
debited — indirectly,  through  the  clearinghouse — and  the 
purchaser's  broker  has  his  account  credited  to  reflect  the 
change  in  price.  That  ensures  that  the  short-seller's  broker 
will  make  good  on  his  client's  bet. 

Under  these  conditions,  so-called  fails-to-deliver  rarely 

carry  a  penalty.  Once  broker-dealers  began  to  tolerate 

fails-to-deliver  among  themselves,  short-selling  in  thin 

stocks  became  easy.  No  longer  need- 
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ing  to  find  shares  to  borrow,  you  could  short  to  your 
heart's  content. 

In  the  following  few  years,  o-t-c  stocks  were  pretty 
cheap  and  offered  few  targets  for  short-sellers,  but  then 
came  the  1980s  and  the  great  bull  market.  Small  stocks  got 
hot  again  and  new  issues  proliferated,  offering  targets  for 
short-sellers. 

It's  a  nasty  business,  naked  shorting.  And  ghoulish.  The 
name  of  the  game  is  to  destroy  market  value,  cause  other 
people  losses  so  you  can  reap  gains.  Only  a  few  people 
practice  it,  but  some  of  those  who  do  have  reaped  substan- 
tial fortunes.  Reputed  leaders  of  this  small  wolf  pack  are 
the  Feshbach  family  of  Palo  Alto,  Calif. 

The  Feshbachs  are  relative  newcomers  to  stock  trading. 
Until  1981  none  of  them  was  in  the  investment  business. 
Kurt  Feshbach,  then  28,  the  eldest  of  the  three  brothers, 
was  a  diamond  broker.  Matthew,  27,  a  high  school  drop- 
out, was  running  a  tennis  school  and  a  small  store  selling 
tennis  rackets  and  tennis  clothes  in  Menlo  Park.  His  twin 
brother,  Joe,  who  dropped  out  of  Utah  State  University, 
had  become  a  full-time  volunteer  minister  for  the  infa- 
mous Church  of  Scientology  (Forbes,  Oct.  27,  1986]. 

Their  father,  Bernard  Feshbach,  ran  a  small  business 
touting  oil  and  gas  stocks  and  providing  public  relations 
services  to  small  companies.  The  clan  simply  stumbled 
into  the  short-selling  business. 

In  1981  the  brothers  joined  Dad's  business.  On  a  visit  to 
a  potential  client,  Joe  Feshbach  was  startled:  Here  was  a 
company  with  a  market  capitalization  of  $45  million — 
market  price  times  number  of  shares  outstanding — and  yet 


it  had  insignificant  sales  and  a  deficit  in  its  working  capital 
account.  How  could  this  operation  actually  be  worth  $45 
million? 

The  brothers  shorted  the  stock  and  made  money.  This 
was  easy.  This  was  fun.  Much  better  than  peddling  tennis 
shoes  or  touting  stocks.  The  three  sons  set  up  a  brokerage 
firm,  Stockbridge  Partners.  Now  they  could  trade  for  oth- 
ers who  liked  their  ideas,  and  thus  earn  commissions  as 
well  as  trading  profits. 

A  scant  six  years  later  the  Feshbachs  are  kings  of  the 
small-stock  shorts.  Jointly,  they  operate  the  brokerage 
firm  and  a  $200  million  investment  partnership,  which 
was  recently  short  some  70  stocks.  "We  are  far  and  away 
the  best  in  this  business,"  proclaims  34-year-old  Joe.  They 
are  diligent  researchers,  searching  out  situations  where 
there  are  yet-to-be-revealed  disasters  and  where  the  stock 
is  in  weak  hands.  They  hire  private  detectives.  The  sons 
use  the  public  relations  skills  they  learned  from  their 
father,  putting  out  the  bad  news  instead  of  the  good, 
whispering  into  columnists'  and  reporters'  ears. 

The  Feshbach  reputation  and  power  has  become  awe- 
some. They  are  the  tontons  macoutes  of  the  stock  market. 
Let  the  word  get  out  that  the  Feshbachs  are  short  a  stock, 
and  a  good  many  otherwise  bullish  investors  will  dump  it. 
They  are  a  kind  of  self-fulfilling  prophecy.  That's  especial- 
ly true  with  fledgling  enterprises  that  aren't  yet  widely 
covered  by  Wall  Street  analysts.  In  these  cases  the  virtues 
of  the  company  are  little  known,  and  there  aren't  lots  of 
institutions  willing  to  buy  the  stock  on  a  dip.  The  o-t-c 
shorts  operate  in  a  less-than-perfect  market. 
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"Recommended 
wholeheartedly." 

In  a  recent  user  poll  reported  in  What  to  Buy  for 
Business,  100%  of  the  owners  of  Omnifax  facsimile 
would  wholeheartedly  recommend  Omnifax  to 
others.  That  kind  of  testimonial  can  only  be  earned  by 
providing  reliable  products  and  respon- 
sive service. 

But  that's  not  surprising  when  you 
consider  that  Omnifax  is  sold  and  serv- 
iced by  the  only  facsimile  company 
with  100  years  of  service  experience: 
Telautograph  Corporation.  For  more 
information  and  a  demonstration,  call 
toll  free  1-800-221-8330. 


JEE  THE  WONDER/  OF  EUROPE. 

THEN  BRING 

ONE  OF  THEM  HOME. 


Combine  your  next  European  trip 
with  the  purchase  of  Scorpio,  the 
German  sedan  named  Car  of  the 
Year  when  it  debuted  in  Europe. 
The  Scorpio  European  Delivery 
Program  makes  it  easy.  Your  car 
is  licensed  and  fully  documented 


when  you  arrive.  And  when  your 
trip  ends,  just  return  Scorpio  to 
one  of  19  locations  in  8  countries. 
It  will  be  shipped  directly  to 
your  dealer.  Scorpio.  Imported 
from  Germany  for  select 
Lincoln-Mercury  dealers. 


I      C      O      R.     P 


O 


jether  we  can  save  lives 
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LINCOLN-MERCURY  DIVISION   C£^£> 


Their  victims  have  made  quite  a 
feast  for  the  Feshbach  family.  The 
brothers  brag  about  their  results,  even 
though  they  are  reluctant  to  docu- 
ment them.  They  say  that  they  made 
248%  on  their  capital  in  1984.  Last 
year  looked  tough.  With  the  market 
chugging  relentlessly  upward,  they 
were  caught  in  a  costly  squeeze  when 
they  shorted  Reebok.  But  even  after 
swallowing  a  few  such  losses,  they 
claimed  an  8%  return  through  the 
first  nine  months  of  1987.  For  them, 
October  and  November  were  manna 
from  heaven,  giving  them  an  overall 
annual  return  of  60% . 

Even  if  these  claims  are  exaggerat- 
ed, the  family  must  be  doing  some- 
thing right.  Smart  operators  like  Rob- 
ert Wilson,  the  centimillionaire  stock 
trader,  and  Howard  Stein's  Dreyfus 
Corp.  have  put  money  with  the  Fesh- 
bachs.  Gilder,  Gagnon  &  Co.,  the  se- 
cretive Manhattan  money  manage- 
ment firm,  does  lots  of  deals  with  the 
boys.  The  legendary  money  manager 
George  Soros  reportedly  put  $25  mil- 
lion with  them  but  pulled  it  out  after 
a  squabble  over  fees. 

While  October  brought  bad  news  to 
most  investors,  the  Feshbachs  proba- 
bly increased  their  net  assets  by  a 
third  by  covering  positions  in  stocks 
like  Drexler  Technology,  Worlds  of 
Wonder  and  Allegheny  International. 

How  much  naked  shorting  do  the 
Feshbachs  do?  When  Forbes  first 
asked  them,  they  denied — amplifying 
their  point  with  four-letter  words — 
that  they  did  any  at  all.  One  of  Joe 
Feshbach's  milder  denials:  "That  is 
such  bullshit  that  I  can't  even  de- 
scribe it." 

But  later  Joe  admitted  the  brothers 
had  naked  shorted  a  stock  called  Sun- 
rise Savings  &.  Loan.  But  he  added: 
"That  was  four  years  ago,  when  we 
only  had  $9  million  or  $10  million 
under  management."  Forbes  asked 
for  clarification.  Feshbach  abruptly 
ordered  Forbes  reporters  out  of  his 
office.  The  logical  inference:  Many 
Feshbach  short  positions  are  essen- 
tially naked. 

There  are  many  other,  less  visible 
players  in  the  same  game.  Gene  Finn, 
chief  economist  for  the  NASD,  re- 
ports that  some  80%  to  85%  of  all 
shorting  is  done  by  broker-dealers  for 
their  own  accounts.  Certainly,  some 
of  this  shorting  is  the  "technical" 
shorting  that  broker-dealers  have  to 
do  in  the  course  of  making  a  market. 
But  it  is  common  gos- 
sip— though  we  can't 
prove  it — that  a  lot  of 
broker-dealers  take  na- 
ked speculative  short 
positions. 


FORBES,  FEBRUARY  8,  1988 


X 


AHPFR0M  FIDELITY! 


UTILITIES 

INCOME 

Fidelity's  Newest  Conservatively- 
Managed  Stock  Fund 

Conservative  stock  investors  have  long  turned  to  the  equity  securities  of  major 
utilities  as  a  solid  investment  alternative. 

Our  new  Fidelity  Utilities  Income  Fund  is  based  on  the  same  time-tested  strate- 
gy. By  investing  in  the  equity  securities  of  well-established  utility  companies  with 
proven  dividend  records,  this  fund  provides  the  potential  for  above  average 
income,  long-term  growth,  and  below  average  volatility  in  both  up  and  down  mar- 
kets. As  with  anv  stock  fund,  Utilities  Income  carries  the  usual  risks  associated 
with  stock  market  investing. 

Now  may  be  a  good  time  to  consider  a  conservatively-managed  investment  that 
emphasizes  income,  while  also  offering  the  potential  for  capital  appreciation. 

Minimum  initial  investment  is  $2,500.  ($500  for  IRAs  and  Keoghs.)  The  fund's 
2%  sales  charge  will  be  waived  for  an  introductory  period  of  at  least  6  months. 


FIDELITY'S 

Bl  "II  DING  BLOCKS      i 
OF  DIVERSIFICATION   \ 


Growth 

Income  I 

Stability 

Growth  1 
Income  1 

Growth  &  Income  funds  can  be 
one  of  the  building  blocks  in  a 
diversified  portfolio. 


CaURdelil 

1-800-544-6666 


Fidelity  Utilities  Income 

Fund.  For  more  complete  information, 
including  management  fees,  expenses,  and 
the  2%  sales  charge,  please  call  or  write  for 
a  free  prospectus.  Read  it  carefully  before 
you  invest  or  send  money.  Fidelity  Distribu- 
tors Corporation  (General  Distribution 
Agent),  P.O.  Box  660603,  Dallas,  TX 
75266-0603. 


Fidelity 


H  Utilities  Income  Fund  (iiF) 
J  Utilities  Income  IRA  (i  ifi) 
□  Utilities  Income  Keogh  (ufk) 
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Address 
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Investments 

CODE:  FORB/UIF/020888 


Irving  Pollack,  a  former  crusading  SEC  commissioner, 
conducted  a  study  on  short-selling  for  the  NASD.  How  did 
he  identify  naked  short-selling?  By  looking  for  situations 
where  short  positions  exceed  100,000  shares  and  where 
fails-to-deliver  also  exceed  100,000  shares.  (Nasdaq  short 
positions  are  reported  monthly  in  the  newspapers.  Data  on 
fails-to-deliver  are  not  publicly  disclosed  by  the  National 
Securities  Clearing  Corp.)  His  study,  covering  the  spring  of 
1986,  found  there  were  30  companies  in  which  those  two 
circumstances  occurred  simultaneously.  Among  them 
was  Sunrise  Savings,  a  Boynton  Beach,  Fla.  chain  of  sav- 
ings and  loans:  65%  of  its  short  interest  reportedly 
changed  hands  but  was  never  delivered.  This  stock  was 
one  of  the  Feshbachs'  early  triumphs. 

Can  ordinary  investors  play  this  game  of  naked  short- 
ing? Until  recently  they  could,  with  their  broker's  conniv- 
ance. But  in  October  1986  the  SEC  slightly  curtailed  naked 
shorting  in  response  to  complaints  from  o-t-c  companies. 
The  NASD  requires  its  broker-dealers  to  mark  their  order 
tickets  long  or  short.  It  also  requires  the  broker  to  deter- 
mine whether  or  not  a  stock  is  borrowable  before  shorting 
for  a  customer. 

However,  that  left  a  giant  loophole:  Broker-dealers  are 
still  free  to  short  for  their  own  accounts,  whether  or  not 
any  borrowable  stock  exists.  In  short,  they  banned  naked 
shorting  by  individual  investors  but  not  by  broker-dealers. 
The  Feshbachs  are  broker-dealers — even  though  invest- 
ing customers'  money  through  their  partner 
ship,  Feshbach  Bros.,  is  their  real  busi- 
ness. As  Anatole  France  once 
said    of    French    law: 


"The  law,  in  its  majestic  equality,  forbids  the  rich  as  well 
as  the  poor  to  sleep  under  bridges,  to  beg  in  the  streets  and 
to  steal  bread." 

At  any  rate,  naked  shorting  is  now  a  game  strictly  for  the 
pros.  Gilder,  Gagnon  is  closely  associated  with  short- 
sellers,  including  the  Feshbachs,  who  don't  do  their  own 
trading.  The  Feshbachs  mostly  use  Gilder,  Gagnon,  whose 
o-t-c  trader,  Dick  Banakus,  is  a  close  business  associate. 
Gilder,  Gagnon's  Richard  Gilder  is  a  socially  well-con- 
nected Yale  graduate  who  serves  as  a  member  of  New  York 
Mayor  Edward  Koch's  Central  Park  Conservancy  commit- 
tee, charged  with  raising  money  for  that  park.  Gilder 
refused  to  talk  with  Forbes,  but  it's  common  knowledge 
that  his  firm  is  a  large  short-trader  for  its  own  account. 

Sources  tell  Forbes  that  frequently  when  Gilder,  Gag- 
non "pops  up  on  the  box" — which  in  trader  jargon  means 
becomes  a  marketmaker  in  a  stock — a  large  short  position 
often  follows. 

Besides  having  NASD's  blessing,  there  are  other  advan- 
tages for  a  broker-dealer  in  the  business  of  shorting  and 
naked  shorting.  Any  marketmaker  quotes  both  a  bid  and 
ask  price  on  the  stocks  it  makes  markets  in.  By  periodical- 
ly quoting  the  lowest  bid  and  ask  prices — compared  with 
the  rest  of  the  marketmakers  in  a  stock — a  short-inclined 
marketmaker  can  exert  downward  pressure  on  the  stock. 
That,  of  course,  serves  the  interests  of  the  shorts. 

There's  yet  another  payoff  for  the  marketmaker. 
Shorting  stocks  for  its  own  account — remember,  any 
broker-dealer  is  free  to  do  this  without  bor- 
rowing stock — earns  a  spread  on 
the     transaction.     Here's 
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CONSIDER  SECTOR  INVESTING 


In  Today's  Market 

Here's  a  List  Of 

Things  You  Can  Do. 


The  35  Fidelity  Select  Portfolios 


Air  Transportation 

Electronics 

American  Gold 

Energy 

Automation  and  Machinery 

Energy  Service 

Automotive 

Financial  Services 

Biotechnologv 

Food  and  Agriculture 

Broadcast  and  Media 

Health  Care 

Brokerage  and  Investment  Management 

Housing 

Capital  Goods 

Industrial  Materials 

Chemicals 

Leisure 

Computers 

Life  Insurance 

Defense  and  Aerospace 

Medical  Delivery 

Electric  Utilities 

Paper  and  Forest  Products 

Precious  Metals  and  Minerals 

Property  and  Casualty  Insurance 

Regional  Banks 

Restaurant  Industry 

Retailing 

Savings  and  Loan 

Software  and  Computer  Services 

Technology 

Telecommunications 

Transportation 

Utilities 


Choose  Industries,  Not  Stocks 


Fidelity  offers  35  Select  Portfolios  to  investors  look- 
ing for  a  different  approach  to  today's  volatile  market.  If 
you're  investing  for  long-term  growth  but  don't  want  to 
pick  from  hundreds  of  stocks,  you  can  invest  in  the 
stock  market  by  taking  a  managed  approach  and  invest- 
ing in  one  or  more  of  our  35  industry  sector  portfolios. 
Fidelity's  industry  experts  do  the  stock  picking  for  you! 


Today's  market  means  some  aggressive  investors 
are  looking  for  a  way  to  better  target  their  investments. 
Choosing  a  specific  industry  or  sector  for  its  long-term 
growth  potential  can  be  a  valid  approach  for  today. 

But  remember,  since  Fidelity  Select  Portfolios  are 
non-diversified  and  focus  on  specific  industries,  they 
are  targeted  to  investors  willing  to  accept  the  risks  of 
greater  share  price  volatility. 


Plus  these  Fidelity  Extras! 
•  Answers  24  hours  a  day  •  Free  S&P  Sector  Newsletter  •  Combined  Statements 
Low  Minimum  Investment  of  $1000,  $500  for  IRAs 


Call  toll-free 
1-800-544-6666 

In  Mass.  call  collect  6P-523-1919 


how  this  works: 

Imagine  XYZ  Co.  The  marketmakers  are  quoting  10  bid, 
11  offered.  Let's  say  Gilder,  Gagnon  becomes  a  market- 
maker  in  XYZ  and  quotes  a  price  of  10  (bid),  10%  (offer).  If 
it  then  shorts  the  stock,  it  sells  at  its  own  offer  price, 
instead  of  having  to  sell  at  another  marketmaker's  bid. 
Gilder  thus  gets  a  better  price  on  the  short  sale  than  a  non- 
marketmaker  could  get. 

Not  surprisingly,  naked  shorting  and  massive  bear  raids 
have  sparked  a  nasty  debate.  Small  struggling  companies 
claim  that  naked  short-selling  can  destroy  them.  The  price 
of  their  stock  slips  initially  under  the  pressure  of  naked 
selling,  which  creates  margin  calls  that  force  some  holders 
to  sell,  which  then  causes  other  investors  to  lose  confi- 
dence. The  shorts  loosen  a  stone  and  an  avalanche  ensues. 
A  promising  company  is  snuffed  out. 

The  short-sellers  reply  that  this  is  nonsense.  Take  Sun- 
rise Savings.  Its  assets  grew  from  almost  nothing  to  $1.2 
billion  in  four  years.  The  stock  rose  from  3  to  26. 

Investors  were  sucked  in  by  this  story  of  growth,  but  the 
Feshbachs  found  out  what 
lay  behind  the  growth:  Sun- 
rise was  making  100%  loans 
to  developers  who  put  no 
money  down  on  land  pur- 
chased at  inflated  prices 
(Forbes,  Feb  27,  1984).  On  a 
tip  from  a  mortgage  banker, 
they  hired  a  real  estate  con- 
sultant to  investigate  sites 
supposedly  under  develop- 
ment by  Sunrise  Savings' 
loan  customers.  The  situa- 
tion looked  riper  and  riper.  In 
1984  the  Feshbachs  shorted 
the  stock  at  an  average  price 
of  11.  Shorting  nakedly  and 
otherwise,  the  Feshbachs  fi- 
nally covered  at  37  cents  a 
share.  They  made  millions. 
Sunrise  went  into  receiver- 
ship— as  it  well  deserved.  Sunrise  Savings  was  doomed;  it 
was  raping  its  shareholders. 

Of  course,  not  all  the  cases  are  so  clear-cut,  which 
makes  it  doubly  difficult  to  render  a  judgment  on  this  kind 
ol  short-selling.  Some  companies  have  tried  to  fight  back. 
TSO  Financial,  for  example,  which  offers  financial  ser- 
vices to  individuals,  claims  to  be  suffering  an  attack  by 
naked  shorts  and  has  asked  the  NASD  to  investigate.  The 
NASD's  report  is  ten  weeks  overdue,  and  its  spokesman 
refused  to  comment. 

So  the  argument  about  the  rectitude  or  evil  of  short- 
selling  goes  on  and  has  its  journalistic  reflection.  Alan 
Abelson,  the  curmudgeonly  editor  of  Barron's,  has  long 
delighted  in  printing  negative  news  on  smallish,  overin- 
tl.ited  o-t-c  stocks — a  jab  of  his  sharp  pen  has  punctured 
many  an  investment  balloon.  To  some  Abelson  is  Dracula, 
to  others  Robin  Hood.  Some  of  his  victims  charge  that  he 
living  water  for  short-sellers.  Replies  Abelson:  "I 
don't  remember  a  single  case  where  an  attack  [by  shorts] 
has  taken  place  where  in  some  fashion  the  company 
wasn't  susceptible.  Few  ot  them  had  those  essentials:  a 
product,  a  profit  or  a  real  prospect." 

Robert  Flaherty,  editor  of  the  small  but  lively 
Review,  quarrels  with  those  shorts  who  bend  and  break  the 
rules  Flaherty  says  that  heavy  short-selling  activity — 
naked  and  otherwise— can  sink  struggling  companies  that 
might  well  have  grown  into  healthy  |ob  providers  and  good 
-tments 


The  Feshbacb  Urns  offices  m  Palo  Alto 

The  tontons  macoutes  of  the  market. 


Where  lies  the  truth?  Is  naked  short-selling  a  sin  against 
free  enterprise? 

One  needn't  admire  the  Feshbachs — they  are  not  easy 
people  to  like — to  understand  that  they  do  help  make  the 
market  more  efficiently  priced.  It  would  be  difficult  to 
wreck  a  stock  unless  that  stock  were  uneconomically 
priced — and  probably  doomed  anyhow.  Unless  it  was  sell- 
ing on  hope  or  hype  rather  than  on  hard  numbers.  Yet  the 
answer  is  not  as  clear-cut  as  it  might  seem.  Many  of  the 
Feshbach  targets  are  less-than-innocent  victims,  way  over- 
priced to  begin  with  and  ready  to  collapse  anyhow.  Several 
companies  they  have  shorted  have  ended  up  in  various 
stages  of  bankruptcy,  including  Worlds  of  Wonder,  Sunrise 
Savings  and  ZZZZ  Best,  a  notorious  fraud. 

But  there  is  a  gray  area  between  overinflated  stocks  and 
companies  that  are  so  strong  they  cannot  suffer  damage 
from  a  short  attack.  These  may  be  simply  struggling  small 
companies  where  a  lot  of  stock  is  held  on  margin.  Margin 
is  to  shorts  what  carrion  is  to  vultures.  Margined  stock  can 
be  easily  forced  out  on  the  market,  thus  reinforcing  the 

initial  decline.  With  its  stock 
in  ruins,  the  firm  is  unable  to 
do  further  financing.  In  such 
cases  investors  get  hurt  along 
with  the  companies.  Has  this 
actually  happened?  It's  diffi- 
cult to  say. 

One  reason  there  are  so 
many  short-selling  targets 
among  smaller  Nasdaq 
stocks  goes  back  to  funda- 
mentals. It  has  a  lot  to  do 
with  the  way  companies  go 
public.  In  a  not  untypical  ex- 
ample, the  principals  will 
put  up  almost  no  money  and 
keep  70%  or  80%  of  the 
stock.  The  public  puts  up 
98%  of  the  money  and  gets 
20%  or  30%  of  the  stock.  If 
the    company    survives    but 


doesn't  prosper,  the  principals  are  in  fairly  good  shape,  but 
the  public  loses  money. 

When  we  last  spoke  with  the  Feshbachs,  they  reported 
that  they  were  70%  in  cash.  Why?  Because  with  the 
markets  down  a  third  and  with  many  o-t-c  stocks  almost 
obliterated,  they  apparently  can't  find  enough  "bar- 
gains"— overpriced  small  stocks — to  sell  short.  So,  when 
you  get  down  to  it,  many  short-sellers  are  really  funda- 
mentalists. If  there  are  no  overpriced  stocks,  shorts  will 
lack  for  targets 

What  is  the  lesson  in  all  this?  Essentially  that  small 
investors — the  public — are  relatively  unprotected  in  the 
over-the-counter  market  both  from  predatory  shorts  and 
from  greedy  brokers  and  corporate  managements.  It  might 
help  if  the  NASD  were  to  ask  questions  about  broker- 
dealer  tails-to-dcliver  that  remain  open  for  more  than  a 
month.  Maybe  the  question  of  permitting  margin  on  thin 
stocks  is  also  worth  reexamining.  If  these  stocks  are  so 
vulnerable  to  downside  and  upside  manipulation,  should 
they  be  marginable?  Margin  buying  puts  small  investors  at 
extra  risk  in  extraordinarily  volatile  stocks. 

Until  Oct.  19  hit  us,  a  long,  uninterrupted  bull  market 
made  most  people  forget  that  it's  a  jungle  out  there.  With 
visibly  bloody  claws,  the  Feshbachs  and  friends  serve  to 
remind  us  that  markets  are  dangerous.  Is  it  worse  if  naive 
investors  lose  money  to  naked  shorts  instead  of  to  hype- 
stcrs?  In  the  argument  between  shorts  and  longs,  there  are 
tew  true  innocents.  A  plague  on  both  their  houses.  ■ 
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AUTOMATING  YOUR  MAIL 
MAY  SEEM  BORING  AT  FIRST, 

BUT  GIVE  IT  TIME. 


We  realize  that  bar  codes, 
proper  envelope  addressing, 
ZIP+4®  codes  and  presorting 
your  mail  aren't  the  most 
exciting  topics  in  the  world. 

But  listen  to  this:  You 
get  special  discounts,  now 
adding  up  to  more  than  20% . 
(Last  year,  the  average  com- 
pany using  ZIP+4  codes  saved 
$74,000.)  And  more  efficient 


delivery  than  ever  before. 

That's  what  you  get  when 
you  do  all  those  dull  things. 

So  when  you  finally  de- 
cide to  automate  your  mail, 
be  patient.  The  excitement 
has  yet  to  begin. 

For  more  information, 
call  1-800-842-9000,  ext.  240, 
or  mail  the  coupon.  Cm  1 

Automate  your  mail.  IseJ 


I     Please  check  your  line  of  business: 

Q  Insurance  D  Banking  D  Manufacturing  n  Securities 
D  Utilities  D  Education  □  Retail  □  Service  Company 

□  Government  Q  Publishing  □  Other 

And  check  your  yearly  First-Class  Mail  volume: 
Q  Up  to  10.000  D  10.001-50.000  D  50.001-100.000 
D  100.001-1.000.000  D  1,000.000+ 
OS  POSTAL  SERVICE 
P.O.  BOX  2999 
WASHINGTON.  DC  20013-2999 


flame. 
Title 


_  Company. 


City_ 
I      State. 


.ZIP  Code. 


Look  at  it  this  way  -  fiber  opti 


This  fused  image  conductor  is  composed  of 

approximately  250.000  individual  optical 

glass  fibers.  Each  fiber  transmits  a 

portion  of  an  image  Combined 

they  conduct  the  bee's 

image  around  the 

bend. 


The  eye  of  a  bee  is  made  up  of  about 
9,000  facets.  Each  facet  picks  up  a 
portion  of  an  image  which  is 
conducted  to  the  bee's  brain  along 
its  individual  optic  nerve. 

That's  how  the  bee  gets  to 

see  the  whole  picture. 

Fused    and    flexible    fiber 

optics  image  conductors  made  up 
of  glass  fibers  work  along  the  same 
lines.  They  are  composed  of  some 
1  million  individual  glass  fibers. 


Each  fiber  transmits  a  por- 
tion of  an  image.  And  to  ensure  the 
composite  image  won't  get  out  of 
whack  en  route,  the  fibers  at  the 
output  of  the  image  conductor  must 
be  arranged  exactly  as  those  at 
the  input. 

__  Some  fibers  for  image 
conductors  are  as  thin  as  .00025  of 
an  inch.  They  consist  of  two  types  of 
glass:  an  inner  core  of  high 
refractive  glass  and  a  cladding  of 


lower  refractive  glass.  The  total 
reflection  at  the  boundary  between 
these  glasses  causes  light  to 
become  captured,  forcing  itto  travel 
along  the  entire  length  of  the  fiber 
before  it  can  exit  at  the  output. 
That's  why  it's  possible  to  conduct 
images  around  a  bend. 

Image     conductors     from 

Schott  Fiber  Optics  enable  you  to 
explore  the  hidden  reaches  of 
cavities    which    are    not    directly 


ovides  new  perspectives. 


The  eye  of  a  bee  is  made  up  of 
approximately  9,000  facets. 
Each  one  picks  up  a  certain 
portion  of  an  image.  These  por- 
tions combined  result  in  the 
composite  image  which  the  bee 
gets  to  see. 


accessible  to  the  eye.  The  best 
known  application  of  such  image 
conductors  is  in  flexible  endo- 
scopes. They  allow  the  physician  to 
examine  the  body's  inner  organs  - 
and  to  even  operate  on  them  - 
without  major  surgery.  Flexible 
fiberscopes  with  fiber  optics  image 
conductors  also  save  mechanics 
the  trouble  of  having  to  dismantle  an 
entire  assembly. 
Fiber    optics    image    con- 


ductors are  just  one  example  of 
Schott's  R&D  achievements. 
Today's  emerging  technologies 
depend  on  special  glass  from 
Schott. 

Meet      Schott     worldwide: 

50,000  products,  40  production 
facilities,  represented  in  more 
than  100  countries,  with  $  1  bil- 
lion in  sales.  Schott  in  the  USA: 
8  companies  employing  more  than 
1,200  people. 


Want  to  know  more  about 

our  special  glass?  Write  to:  Schott 
Corporation,  Department  F6, 
3  Odell  Plaza,  Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass. 


A  view  of  Lebanon,  Pa.  and  Bethlehem  plant 

Lebanon,  once  the  capital  of  America's  bolt  industry, 

lives  on,  but  the  mills  do  not. 


U.S.  industry  lost  ground,  but  don  t put  all 
the  blame  on  a  high  dollar  and  high  wages. 
Here's  a  company  making  a  success  in  a 
product  where  another  failed  miserably. 


"People,  attitudes 
and  equipment" 


By  Jobn  Merwin 


I'n  LtHANON,  Pa.  stands  a  vast  and 
empty  shell,  18  square  blocks  of 
i  redbrick  mills.  Five  generations  of 
Lebanon's  sons  worked  here.  They 
shouted  above  the  whine  and  clatter 
of  steel  as  it  was  heated,  rolled, 
chopped  and  pounded  into  bolts 
spikes  and  rivets.  In  its  heyday,  this 
was  the  biggest  bolt  factory  in  the 
world,  and  out  of  it  poured  the  fasten 
crs  that  literally  held  together  the 
American  empire — its  skyscrapers, 
bridges  ships,  factories,  machinery 
and  railroads. 

Where  once  as  many  as  2,400  peo- 
ple drew  their  pay,  today  this  100-acre 
complex  echoes  with  the  sounds  of 


water  dripping  from  leaky  roofs  as 
pigeons  flutter  about  the  rafters. 

Now  leave  gritty,  industrial  south- 
east Pennsylvania  and  travel  553 
miles  west  to  St.  Joe,  Ind.,  a  bucolic 
spot  about  midway  between  Chica- 
go's steel  mills  and  Detroit's  auto  fac- 
tories. Out  of  the  winter  stubble  of 
Indiana's  cornfields  sprouts  a  promis- 
ing new  bolt  factory  built  by  Nucor 
Corp.  Opened  18  months  ago,  this 
1,000-foot-long  mill  is  the  first  new 
"standard"  bolt  factory  built  in  the 
U.S.  in  more  than  25  years.  Its  layout 
is  simple  and  compact.  Equipment  is 
computer  monitored,  manned  by  sur- 
prisingly few  workers,  whose  primary 
function  is  to  troubleshoot  machinery 
if  it  fails.  Nucor's  sales  have  been  so 


brisk,  the  company  tentatively  plans 
to  open  two  more  boltworks. 

At  Lebanon,  the  mill  once  owned 
by  Bethlehem  Steel  is  the  residue  of 
industrial  failure.  At  St.  Joe,  Nucor's 
is  an  emblem  of  ingenuity,  regenera- 
tion and  success.  What  product,  so 
prosaic  and  elementary  as  the  bolt, 
more  graphically  illustrates  the  prob- 
lems and  the  opportunities  inherent 
in  the  changing  nature  of  the  Ameri- 
can economy? 

So  far  as  Bethlehem  was  concerned, 
the  American-made  bolt  was  yester- 
day's product — pounded  out  of  the 
economy  by  low-cost  competitors 
from  Asia  and  by  the  advent  of  new 
fastener  technologies  like  specialty 
adhesives.  To  Nucor,  that  very  pro- 
cess of  change  created  opportunities 
to  exploit. 

Even  as  Bethlehem  was  shutting 
down  its  fastener  works  and  taking 
$35  million  in  writeoffs,  Nucor  was 
drawing  up  plans  to  spend  an  equal 
amount  to  build  its  own  mill  at  St. 
Joe,  a  mill  that  would  produce  bolts 
for  many  of  the  same  markets  Bethle- 
hem was  abandoning. 

What  is  it  that  Nucor  saw  that 
Bethlehem  did  not?  It  saw  a  domestic 
bolt  industry  lost  to  Far  East  competi- 
tion not  merely  because  of  cheaper 
labor,  but  also  because  American 
managements  and  unions  had  grown 
sluggish  and  unimaginative. 

Says  Nucor  Chairman  F.  Kenneth 
Iverson,  "In  1985  we  looked  into  a 
joint  venture  with  one  of  our  steel 
customers,  a  Chicago  boltmaker.  Af- 
ter studying  the  business,  we  realized 
we  couldn't  possibly  make  a  profit 
with  the  old  equipment  and  the  union 
labor  so  typical  of  the  American  bolt 
industry." 

End  of  project?  No,  an  opportunity. 
"What  we  learned  from  all  this  was 
that  we  could  build  a  bolt  our  way  and 
compete  with  imports,"  Iverson  says. 

Nucor  broke  ground  in  St.  Joe  one 
month  after  Bethlehem  closed  at  Leb- 
anon. Nine  months  later,  in  August 
1986,  Nucor  began  pounding  out 
bolts.  This  year  Iverson  expects  to  sell 
about  $45  million  worth  of  bolts  and 
earn  a  5%  to  10%  operating  profit, 
which  he  projects  will  move  up  to 
25%  within  a  year  or  two  as  Nucor 
overcomes  the  startup  problems  that 
accompany  its  new  technology. 

So  what  had  Bethlehem  done  wrong 
that  Nucor  was  determined  not  to 
repeat?  At  Lebanon,  Bethlehem  was 
locked  into  the  same  "own  it  all,  do  it 
all"  philosophy  that  has  bogged  down 
not  just  the  integrated  steel  industry 
but  indeed  much  of  American  big 
business. 

At  Lebanon,  Bethlehem  almost  lit- 
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1 

Subaru  4  Wheel  Drive  is  designed  to 
keep  you  on  the  road  regardless  of  the  con- 
ditions. In  fact,  we  feel  so  strongly  about 
the  traction  it  gives,  we  offer  4  wheel  dr 
on  every  car  we  build.  So  there's  no  rea 
tc  think  of  it  as  something  found  only 
on  trucks. 

And  over  the  years,  we've  offered  every- 
thing from  the  "On  Demand ,M"  4  wheel 
drive  system  to  a  new  state-of-the-art  Full 
Time  4  Wheel  Drive  system. 

What's  more,  a  Subaru  with  4  wheel  drive 
is  reasonable  to  buy,  maintain  and  operate. 
Not  to  mention,  Subaru  is  the  number  one 
4  wheel  drive  car  in  America.*  Subaru, 
the  car  that  keeps  hazardous  road  ~^ 
conditions  from  turning  into 
hazardous  driving  conditions.    ± 
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We  built  our  reputation  by  building  a  better  car. 


[ntrodudrigBPAmerica. 
To  make  all  the  parts  run 
smoothly  takes  more  than 

aU4  <   I  f^   /r\|  !        BP  America  is  the  dramatic  synthesis  of  two  very  complementary 
It-1    I     11  j         companies. 
-1*.  v^aV*/    V***  BR  the  original  developer  of  oil  in  the  Middle  East  and  the 

North  Sea,  is  known  as  a  great  explorer  and  producer. 

Standard  Oil,  the  original  Standard  Oil  Company  founded  118  years  ago  by  John  D.  Rockefeller,  is 
recognized  as  an  outstanding  refiner  and  marketer. 

Together,  these  skills  provide  the  best  of  both  worlds  in  the  volatile  business  of  oil. 
But  this  balance  of  oil  expertise  is  not  the  only  benefit.  A  focused  diversity  of  other  businesses 
helps  to  balance  BP  America's  total  corporate  portfolio. 

Today,  BP  America  is  a  major  partner  in  a  global  enterprise.  Its  future  will  be  shaped  by  the 
combined  strengths  of  two  great  companies. 
It  is  the  best  of  both  worlds. 


Every  day  BPAmenca  pumps 
more  than  800.000  barrels  of 

crude  oil  and  natural  gas 
liquids.  Our  net  proven  reserves 
now  total  more  than  2.9  billion 
barrels  And  the  search 
continues  tor  new  oil  in  Alaska. 
California,  and  the  Gulf 
of  Mexico 


imJk 


Our  Old  Ben  Coal  subsidiary  supplies  electric  utilities  and 
other  major  customers  with  a  dependable  source  of  energy. 
New  state-of-the-art  mining  equipment  is  lowering 
our  costs. 


Acrylonitnle.  ammonia,  and  urea  are  building-block 
chemicals  in  industries  as  diverse  as  textiles,  plastics, 
and  farming  BPAmenca  is  a  major  producer  of  these 
chemicals  and  others. 


S£^ 


BP  Minerals  America  is  modernizing  the  huge  Bingham 
Canyon  mine  in  Utah  to  make  it  become  one  of  the  world's 
lowest-cost  producers  In  Canada,  our  QIT  subsidiary  is 
the  world's  leading  producer  of  titanium  dioxide  slag  for 
the  pigment  industry.  We  also  have 
major  gold  and  silver  interests. 


BPAmenca  owns  50%  of  the  800-mile  Trans  Alaska  pipeline  Within  the  Lower  48  States,  we  use  a  network  of  more  than  11.400  miles  of  pipeline,  owning  directly 
more  than  2.300  miles  We  also  operate  a  large  fleet  of  US  -flag  tankers,  bringing  oil  from  Alaska  to  ports  on  the  West  Coast  and  the  Gulf  of  Mexico. 


BPAmerica  is  the  nation's  largest  supplier  ot  bunker  tuels  to  the  marine  industry.  We  have  terminals  in  most  major 
U.S.  seaports.  We  also  provide  fuel  to  domestic  and  international  airlines  at  more  than  70  airports  across  the  country. 


BPAmerica  sells  gasoline  and  diesel  fuel, 
lubricants,  natural  gas,  and  many  other 
petroleum  products.  Prime  brand  names 
areSohio."  Boron."  BP/  and -in  eight 
southeastern  states -Gulf"  Retail 
outlets  include  1,400  owned  and  operated 
service  stations  and  6,700  other  retail 
stations. 


BP  America's  refineries  are  exceptionally 
productive  and  last  year  operated  at  92% 
capacity,  compared  with  an  industry 
average  of  83%. 


Our  lightweight  composites,  and  other  advanced  material 
technology,  are  finding  a  ready  market  in  aerospace,  automotive, 
and  marine  industries.  And  we  are  an  innovator  in  high- 
temperature  structural  and  electronic  ceramics. 


BP  AMERICA 

THE  BEST  OF  BOTH  WORLDS 


erally  put  ore  in  one  end  of  the  factory 
and  got  bolts  out  the  other  end.  The 
process  began  with  4-foot-by-4-foot 
hunks  of  steel — supplied  almost  ex- 
clusively by  Bethlehem — and  ended 
with  Bethlehem-employed  coopers 
who  strapped  wooden  staves  together 
to  make  barrels  for  shipping  the  bolts 
to  market.  Whatever  the  original  rea- 
son for  making  the  barrels,  the  ratio- 
nale seems  eventually  to  have  be- 
come nothing  more  than  this:  Since 
there  would  always  be  rising  demand 
for  bolts,  why  lose  a  customer  because 
some  supplier  didn't  deliver  the  ship- 
ping bands? 

By  contrast,  Nucor  subcontracts 
out  as  much  of  the  production  process 
as  possible.  It  buys  coils  of  steel  w  ire 
wherever  and  from  whomever  it  can 
get  them  cheapest.  Once  delivered  to 
the  plant,  the  wire  is  quickly 
stretched  out,  chopped,  pounded  and 
threaded  into  bolts  that  are  stored  in  a 
computer-operated  warehouse  And 
marketing-1  Bethlehem,  driven  by  an 
"all  things  for  all  people"  philosophy, 
produced  fasteners  for  virtually  every 
market  Specialist  Nucor  concen- 
trates on  a  tew  high-volume  lines 
where  it  can  produce  cheaper  tli.m 
anyone  else. 

Bethlehem's  union  contract  was  a 
rat's  nest  of  work  rules.  Says  Charlie 
Shay,  a  foreman  at  Nucor  who  once 
worked  at  Bethlehem,  "As  a  supervi- 


Nucor's plant  in  St  Joe,  lint 

Where  are  the  people? 
Few  are  needed  to  man 
machinery.  Computer-monitored 
vehicles  cart  finished  product 
off  to  inventory. 

sor,  1  wasn't  allowed  to  pick  up  a 
wrench  to  help  a  boltmaker  fix  his 
machine.  If  a  light  went  out,  I  had  to 
call  an  electrician  to  bring  a  new  bulb. 
Bethlehem's  boltmakers  possessed 
extraordinary  technical  skills,  but 
they  had  bad  attitudes.  The  union  ex- 
isted primarily  to  protect  the  people 
who  wanted  a  tree  ride 

By  contrast,  Nucor  workers — many 
of  them  novices  hired  directly  off 
nearby  farms— are  team  players,  paid 
incentives  linked  to  the  productivity 
ot  each  shift.  Output  is  high  because 
Nucor 's  new  machinery  spins  out 
bolts  two  or  three  times  taster  than 
the    old    equipment    at    Bethlehem, 


where  profits  were  too  low  to  justify 
new  investment.  Are  they  cheap  la- 
bor? Hardly.  Top  boltmakers  earn 
$30,000  to  $35,000  a  year  at  Nucor,  at 
least  twice  the  average  going  wage. 
Freed  from  wasteful  union  rules,  Nu- 
cor can  afford  to  pay  well  and  still 
make  a  profit. 

Shay  figures  33  people  on  the  shift 
he  supervises  at  Nucor  could  match 
the  output  of  55  to  60  workers  back  at 
Bethlehem. 

No  doubt  Nucor  has  been  aided  by 
the  falling  dollar  and  recent  questions 
about  the  quality  of  imported  bolts. 
But  ask  plant  manager  Al  Phebus,  a 
27-year  veteran  of  the  industry,  how 
he  accounts  for  Nucor's  success,  and 
he  replies,  "People,  attitudes  and 
equipment.  Eighty  percent  people  and 
attitudes,  20%  equipment." 

Back  in  Lebanon,  where  Shay's  fam- 
ily still  lives,  he  recently  strolled 
through  the  old  Bethlehem  mill  for 
the  first  time  since  he  was  laid  off  in 
1985.  Stepping  around  pools  of  water 
and  islands  of  buckled  flooring,  Shay 
recalls  the  day  in  1970  when  he  hired 
on.  "I  told  myself,  'This  plant's  been 
here  for  more  than  80  years.  It  always 
will  be.  I'll  retire  here.'  "  Eighteen 
years  later,  Shay  knows  the  truth: 
Boltmaking  had  a  future,  but  not  in 
the  hand's  of  yesterday's  businessmen 
or  at  the  hands  of  yesterday's  labor 
leaders.  ■ 


FORBES,  FEBRUARY  8,  1988 


I 


When  you  have  the  AT&T 
Card,  the  entire  world  suddenly 
becomes  closer. 

Almost  even'  phone  becomes 
an  extension  of  your  own  phone. 
You  just  dial  "0"  plus  the  area  code 
and  the  number  you're  calling? 
then  your  card  number  after  the 
tone,  and  your  call  is  billed  to  your 
home  or  office  phone. 

You  enjoy  the  convenience  of 
calling  from  public  phones  without 
needing  coins.  And  the  economy  of 
AT&T  rates  that  are  the  next  best 
value  to  AT&T  direct  dialed  state- 
to-state  calls. 

The  AT&T  Card  gives  you 
reliable  AT&T  service  through  the 
advanced  AT&T  Network,  whether 
it's  from  a  hotel,  airport,  or  a 
client's  phone.  And  you  always 
receive  an  itemized  statement  for 
your  records. 

So  why  not  extend  your  reach 
todav?  Order  vour  free  AT&T  Card. 


1800  CALL. 
Ext.  3103 


*  Dialing  instructions  apply  to 

phones  that  have  AT&T  as  their 

Dial  1  long  distance  carrier. 

I- 

Please  send  me 
my  FREE  AT&T  Card. 


Please  send  me_ 
Please  send  me_ 


-new  AT&T  Card(s) 
.replacement  AT&T  Card(s) 


Simply  fill  out  this  coupon  and  mail  it  to: 

AT&T  CARD  SERVICES 

PO.  Box  419118 

Kansas  City,  MO  64141-6118 

You  should  receive  your  AT&T  Card  in 
4-6  weeks. 

Nametexactlyasii  appears  on  your  local  telephone  bill  i 


State  Zip 

i  Area  Code  I    Home  Telephone  Number 
v.ur  local  telephone compam 
The  AT&T  Card  is  available  in  most  areas 


AT&T 

The  right  choice. 


The  ncr  $300,000  stakeholde 


The  Mission 


To  Create  Value 


lit  NCR,  we've  found  that  in  order  to 
create  value,  we  must  first  satisfy  the  legitimate 
expectations  of  every  person  with  a  stake  in 
our  company.  We  call  these  people  our 
stakeholders,  and  we  attempt  to  satisfy  their 
expectations  by  promoting  partnerships  in 
which  everyone  is  a  winner. 

•  We  believe  in  building  mutually  beneficial  and 
enduring  relationships  with  all  of  our 
stakeholders,  based  on  conducting  business 
activities  with  integrity  and  respect. 

•  We  take  customer  satisfaction  personally:  ice  arc 
< ommuted  to  providing  superior  value  m  our 
products  and  services  on  a  continuing  basis. 

•  We  respect  the  individuality  of  each  employee 
and  foster  an  environment  in  which  employees' 
creativity  and  productivity  arc  encouraged, 
recognized,  valued  and  rewarded 

•  We  think  oj  our  suppliers  as  partners  who  shan 
our  goal  oj  achieving  the  highest  quality 
standards  and  the  most  consistent  level  of  servu  < 

•  We  are  committed  to  being  airing  and  supportive 
corporate  citizens  within  the  worldwide 

communities  m  which  zee  operate. 

•  We  are  dedicated  to  creating  value  for  our 

shareholders  and  financial  communities  by 

performing  in  a  manner  that  will  enhance  the 
return  on  their  investments. 


The  Challenge 


To  Win 

We're  so  committed  to  our  mission  that  we'n 
encouraging  the  next  generation  of  leaders  to 
re-examine  America's  business  values.  We're 
doing  this  by  holding  the  NCR  Stakeholder 
Essay  Competition  which  all  full-time 
undergraduate  and  graduate  college  or 
university  students  may  enter.  Entries  should 
explore  the  topic:  "Creating  Value  for  All 
Stakeholders  in  Corporations  and/or  Not-for- 
Profit  Organizations." 

The  student  chosen  as  the  first  place  winner 
will  be  awarded  $50,000  cash.  Plus,  the 
entrant's  school  will  receive  $100,000  in 
NCR  data  processing  equipment.  The  second 
place  winner  will  receive  $15,000  cash  and  thef 
entrant's  school  will  receive  $35,000  in 
equipment.  One  hundred  $1,000  awards  of 
merit  will  be  given  to  chosen  participants.  In 
addition,  selected  award-winning  entrants  wil 
be  invited  to  attend  the  first  NCR 
International  Symposium  on  Stakeholders  to  t 
held  June  9  &  10, 1988,  in  Dayton,  Ohio. 


NCR's  Mission:  0 


SSAY  COMPETITION  FOR  STUDENTS 


he  Rules 


e  NCR  Stakeholder  Essay  Competition  is  open  to  any  full-time 
Jergraduate  or  graduate  student  attending  an  accredited  college 
university  in  the  United  States  or  its  territories, 
tries  must  be  original,  unpublished  work  on  the  topic: 
reating  Value  for  All  Stakeholders  in  Corporations  and'or  Not- 
•Profit  Organizations."  Essays  must  not  exceed  3,000  words. 
;as  of  discussion  may  include,  but  are  not  limited  to:  Ethics, 
rporate  Governance,  Strategic  Management.  Social 
sponsibility.or  Managing  Change  as  these  topics  relate  to 
naging  for  stakeholders. 

tries  must  be  typed,  double-spaced  on  8'/;"  x  1 1"  bond  paper, 

!  side  only.  A  separate  cover  sheet  should  list  the  entrant's  name, 

ool,  home  address  and  title  of  the  essay.  Subsequent  pages 

>uld  be  numbered  sequentially  and  include  the  essay  title  in  the 

■>er  right  margin.  Winners  will  be  required  to  produce  proof  of 

rent  full-time  college  or  university  enrollment. 

entries  must  be  postmarked  by  March  31 ,  1988,  and  received 

April  15,  1988  to  be  eligible  for  consideration.  Submit  entries 

NCR  Stakeholder  Essay  Competition,  NCR  Corporation, 

keholder  Relations  Division,  Dayton,  Ohio  45479.  NCR  is  not 

ponsible  for,  and  will  not  consider,  late,  lost  or  misdirected 

ries. 

the  event  any  prize  winner  is  a  minor,  the  cash  award  will  be 

de  to  his/her  parent  or  guardian. 

/ards  to  individuals  will  be  reported  as  income  on  IRS  Form 

?9.  All  taxes  are  the  responsibility  of  the  recipients. 

/ard  winners  will  be  required  to  sign  publicity  releases  and 

idavits  of  eligibility  and  compliance  with  all  rules  governing  the 

mpetition.  Failure  to  return  executed  affidavits  and  releases 

thin  15  days  of  receipt  will  cause  the  award  to  be  null  and  void. 

1  entries  become  the  property  of  NCR  and  will  not  be  returned. 

participating  in  this  competition  entrants  agree  to  these  rules 
d  the  decisions  of  the  judges  which  shall  be  final  in  all  respects, 
d  further  agree  to  the  use  of  their  names,  likenesses  and  entries 
■  NCR  advertising  and  publicity  purposes  without  any  further 
mpensation. 

ite  and  territorial  judges  will  consist  of  panels  that  include  NCR 
.keholders.  Final  selections  will  be  made  from  state  and  territory 
nners  by  a  national  panel  of  judges. 

rlarification  is  necessary,  call  (513)  445-1667,  8am-5pm  EST. 

/ard  winners  will  be  notified  on  or  about  May  16, 1988.  To  obtain  a 
( of  finalists,  send  a  self-addressed,  stamped  envelope  to: 

^)R  Stakeholder  Essay  Competition 
CR  Corporation 
'.keholder  Relations  Division 
)0  South  Patterson  Boulevard 
lyton,  Ohio  45479 


for  Our  Stakeholders 


As  the  Japanese  continue  their  march  into  the 

higher  end  of  the  auto  market,  will  there  be  much 

room  to  breathe  up  there? 


Here  they 
come  again 


ike   Anson,   editor   of 
Motor  Freud  magazine, 


By  Marc  Beauchamp 


Share  of  luxury  cjr  market  in  I    v 


returned  from  last  fall's  Tokyo  Motor  Show 

a  bit  shaken.  "It  was  very  disconcerting  for 

an  American,"  explains  Anson,  shaking  his 

head,  "to  see  all  that  technology  ready  to  come  to  market." 

Anson  is  referring  to  the  next  leg  of  the  Japanese  auto- 
makers' global  strategy:  the  production  and  export  of  cars 
significantly  larger,  more  powerful  and  more  expensive 
than  any  Japanese  cars  yet  produced.  We're  not  just  talking 
about  middle-priced  cars 
like  Honda's  Prelude  or 
Toyota's  Cressida  or  Nis- 
san's Maxima. 

Within  the  next  two 
years  true  luxury  cars 
from  Honda,  Toyota  and 
Nissan  will  be  arriving  in 
U.S.  showrooms.  Prices: 
$25,000  to  $40,000  and 
above.  Besides  the  extra 
leg-  and  headroom  older, 
wealthier  Americans  de- 
sire, the  new  Japanese  lux- 
ury models  will  otter  V-8 
engines,  performance-en - 
hanring  full-time  4-whcel 
drive,  4-whecl  steering 
and  electronically  con- 
trolled acme  suspen- 
sions. Levels  ot  technol- 
ogy, in  short,  now  avail- 
able only  from  the  uppest- 
market  European  luxury 
imports. 

The  European  car  men  are  bracing  for  the  onslaught. 
Honda  introduced  its  upmarket  Acura  line  in  1986  and  has 
since  grabbed  about  5%  of  the  U.S.  luxury  car  market.  And 
the  Acura  is  still  a  small  ear  by  traditional  U.S.  standards. 
One  ot  the  things  it  has  going  for  it — which  European 
luxury  cars  don't  always  have — is  Honda's  reputation  for 
reasonably  low  service  costs.  BMW  of  North  America's 
general  manager  of  marketing,  Carl  Flesher,  says:  "If  the 
Europeans  don't  take  heed  on  service  costs,  we  could  have 
.1  problem  over  the  long  haul." 

Forced  first  by  the  "voluntary"  quotas  limiting  Japanese 


Gentlemen,  brace  yourselves 


If  these  projections  hold  up,  the  Japanese  will  put  more 
pressure  on  U.S.  and  European  carmakers. 


Japanese  import  number*  include  Sterling,  a  Honda/Austin  Rover  mint  venture     Data 
for  1987  through  19VI  are  projectioni 


car  exports  to  the  U.S.  (imposed  in 
1981  and  still  in  effect),  and  more 
recently  by  the  rising  yen,  Japanese  car  men  began  to  move 
upmarket  in  the  mid-1980s.  Toyota  began  pushing  its 
$17,000-plus  Cressida,  Nissan  its  Maxima,  Honda  its 
Acura  Integra  and  Legend,  Mitsubishi  its  Galant.  But 
while  these  were  somewhat  larger  and  more  expensive, 
they  were  still  compact-size  cars  without  much  muscle.  If 
you  wanted  comfort  plus  reasonable  power,  you  bought  a 
Lincoln  Town  Car  for  $25,000.  If  you  wanted  power  and 

handling,  you  bought 
Volvo,  BMW,  Saab.  For 
power,  handling  and  pres- 
tige there  were  Jaguar, 
Mercedes  and  the  top  of 
the  BMW  and  Volvo  lines. 
Meanwhile,  dealers  in 
Japanese  cars  had  nothing 
fancier  to  offer  their  more 
affluent  customers  as  they 
inevitably  outgrew  their 
old  Accords,  Cressidas 
and  Maximas. 

It  was  a  gap  the  Japa- 
nese had  to  fill.  According 
to  market  researcher  J.D. 
Power  &  Associates,  the 
U.S.  luxury  car  market 
(where  sticker  prices  start 
at  around  $20,000)  is  ex- 
pected to  grow,  in  unit 
terms,  by  23%  between 
now  and  1991,  to  nearly 
1.4  million  units  a  year. 
Meanwhile,  the  luxury  sports  car  market  is  forecast  to 
nearly  double,  to  1 15,000  units. 

Why,  until  the  recent  entry  of  Honda's  Acura  cars,  was 
there  no  Japanese  candidate  in  this,  the  fastest  growing  and 
most  profitable  segment  of  the  American  car  market? 
Japanese  taxes  are  an  important  reason.  Key  to  Japanese 
carmakers'  success  in  the  V.S.  market  is  the  size  of  the 
huge  domestic  market,  which  the  Japanese  have  kept 
almost  entirely  to  themselves.  The  economies  of  scale 
from  the  large  domestic  volumes  have  enabled  them  to 
price  their  cars  attractively  low  in  the  U.S.  But  Japan  has 
heavily  taxed  larger  cars,  with  a  rate  of  23%  on  cars  wider 


76 


FORBES,  FEBRUARY  8,  1988 


Mass  class 


Only  relatively  recently  have  foreign  assembly-line  cars 
made  much  of  an  impression  on  U.S.  luxury  car  buyers. 
For  most  of  the  century,  U.S.  carmakers  dominated  the 
luxury  market,  notably  Packard  and  Cadillac  and  occa- 
sionally Chrysler  and  Ford's  Lincoln.  Below,  some  luxury 
cars  of  the  past  that  are  favorites  of  historian  William 
Bailey  of  the  National  Automotive  History  Collection. 


Photos  i 


1928  Packard  44i  Dietrich 


1928  (.(uiillcu  Series  \41  Fleetwood 


l')fl  liiudln  Continental  (Cabriolet) 


\\<  *■  ■(-- 


tdillac  Fleetwood  (Series  75) 


than  66.8  inches.  (A  midsize  Chevy  is  more  than  69 
inches  wide.)  This  makes  sense  to  anyone  who  has 
tried  to  navigate  Tokyo's  narrow  side  streets,  but  it 
has  kept  Japanese  cars  narrower  than  many  affluent, 
wide-hipped  U.S.  and  European  buyers  prefer.  Japa- 
nese tax  laws  also  penalize  engines  above  2  liters  in 
displacement,  thus  retarding  Japanese  knowhow  in 
the  kind  of  power  plants  necessary  for  a  car  selling  in 
the  loftier  price  ranges. 

However,  there  are  persistent  rumors  that  these 
taxes  might  be  slashed  to  5%,  or  even  eliminated. 
The  Japanese  will  no  doubt  claim  they  are  cutting 
the  tax  in  order  to  open  the  local  market  to  the  likes 
of  Lincoln  and  BMW.  In  fact,  the  tax  cuts  will  enable 
them  for  the  first  time  to  produce  large,  powerful 
cars  for  Japanese  consumption  and  for  export  in 
production  runs  long  enough  to  keep  unit  costs 
competitive. 

Joining  Honda,  Nissan  and  Toyota  have  an- 
nounced that  their  luxury  car  lines  will  debut  here  in 
1989.  As  with  Honda's  Acura,  both  Toyota's  Lexus 
and  Nissan's  Infiniti  lines  will  be  sold  through  sepa- 
rate dealer  channels. 

What  will  these  cars  look  like?  They  are  still  very 
much  under  wraps. 

Commercial  secrets  are  to  the  Japanese  what  mili- 
tary secrets  are  to  Americans.  But  there  are  strong 
clues.  Take  Nissan's  Arc-X  concept  car,  which  ana- 
lysts believe  will  be  the  prototype  for  the  Infiniti 
line.  According  to  the  specifications,  the  Arc-X  will 
be  70.7  inches  wide  and  have  a  wheelbase  measuring 
112.2  inches.  To  put  those  measurements  in  per- 
spective, consider  Ford's  good-looking  new  Lincoln 
Continental.  Its  width  is  72.7  inches  and  its  wheel- 
base  is  109. 

The  Japanese  will  put  larger  engines  in  their  luxu- 
ry exports.  By  the  early  1990s  the  top-of-the-line 
luxury  sedans  from  Honda,  Toyota  and  Nissan  will 
be  powered  by  V-8  engines. 

Honda  is  believed  to  be  planning  to  introduce  in 
the  next  year  or  two  a  sporty  midengine  Acura 
powered  by  a  V-6  engine  with  twin  turbochargers  to 
deliver  300  horsepower.  By  the  early  1990s  Honda 
will  have  a  whole  new  generation  of  upmarket  Acura 
models.  The  flagship  sedan  is  expected  to  come  with 
a  32-valvc  V-8  with  double  overhead  camshaft,  4- 
wheel  steering,  antilock  brakes  and  full-time  4- 
whecl  drive.  Rumored  to  be  207  inches  long,  it  will 
be  longer  than  today's  Cadillac  Seville. 

Toyota's  Lexus  line,  to  debut  in  the  fall  of  1989, 
will  have  a  top-of-the-line  sedan  with  a  3.8-  or  4.0- 
liter  32-valve  V-8  (an  engine  about  the  size  of  that  in 
a  Mercedes  420SEL).  It  will  be  as  large  as  BMW's  500 
series.  Probable  price:  $30,000  to  $35,000.  There  will 
also  be  a  second  V-6  powered  near-luxury  four-door, 
about  the  size  of  today's  Cressida,  to  compete 
against  the  Acura  Legend  and  the  BMW  300  series. 

Nissan's  Infiniti  line,  also  scheduled  to  debut  in 
the  fall  of  1989,  will  have  two  cars  to  start  with  and  a 
third  to  be  added  a  year  later.  The  first  car,  says 
William  Bruce,  general  manager  of  the  Infiniti  divi- 
sion, will  be  an  acrodynamically  styled  four-door 
luxury  sedan  produced  only  for  the  U.S.  market. 
Bigger  than  today's  Acura  Legend,  it  will  come  with 
a  V-8  engine.  Price:  around  $35,000.  The  second  car 
will  be  a  specialty  coupe  with  a  V-6  engine.  The  car 
is  believed  to  be  a  derivative  of  the  Leopard,  now  sold 
in  lapan.  Also  rumored:  a  $70,000-plus  sportscar 
carrying  Ferrari  Testa  Rossa  styling.  To  be  called  the 
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Todav,  more  than  ever... 
YOU'RE  BETTER  OFF  UNDER  THE  UMBRELLA. 


In  today's  financial  universe,  extraordinary  changes  are  happening. 

That's  why  you're  better  off  with  the  experience  and  expertise  you'll  find  under 
^he  Travelers  Umbrella. 

Better  off  with  innovative  approaches  to  insurance.  Approaches  that  help  you  get 
he  exact  coverage  you  need  for  your  life,  property  or  business.  For  example,  our 
Jniversal  Life  combines  insurance  protection  with  tax-deferred  investment  growth. 

Better  off  with  diversified  financial  expertise.  The  Travelers  builds  financial 
-trength  with  products  and  services  designed  to  meet  your  ever-changing  needs — 
ncluding  mortgage  financing,  annuities,  retirement  programs  and  mutual  funds. 

Better  off  with  comprehensive  health  services.  All  across  America,  we're 
infolding  a  new  level  of  excellence  in  affordable  health  services — including 
4MOs,  PPOs  and  our  Taking  Care  program  that  shows  employees  how  to  reduce 
:osts  through  healthier  living. 

Find  the  answers  to  your  needs  under  our  Umbrella. 

The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 

- 


■ 


Thelravelersj 

You're  better  off  under  the  Umbrella*. 


Kodak  makes  more  film,  and  more  kinds  of  film,  than  anyone, 
anywhere.  But,  in  this  digital  era,  other  imaging  mediums 
are  emerging.  And  Kodak  has  become  equally  adept  with 
every  one  of  them . 

Verbatim,  a  Kodak  company,  already  offers  floppy  disks 
with  ten  times  the  capacity  of  ordinary  disks.  And,  together, 
we're  working  to  increase  that  by  a  factor  often. 

Laser  optical  disks,  one  of  which  can  hold  as  much 
information  as  6,000  floppy  disks,  are  already  reality  at  Kodak. 
The  highest-capacity  highest-performance  optical 
disks  anywhere.  We're  also  introducing  the  first  practical 
erasable  optical  disk  for  personal  computers.  With  a  capacity 
of  50  megabytes  per  side. 

Even  electronic  microcircuits  could  be  called 
imaging  mediums,  and  we  make  many  of  our  own.  In  fact, 
Kodak  was  a  pioneer  in  microcircuit  technology. 

just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  1 800  445-6325,  Ext.  960. 


©  Eastman  Kodak  Company.  1987 
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4  Chrysler  Crown  Imperial 


196  >'  (.(ulilUic  Eldorado  Biarritz 


l')(>4  Lincoln  Continental 


Mercedes  450SEL 


1975  V//J 


Mid4,  reportedly  it  will  be  developed  jointly  with 
Zagato  SpA  of  Milan  and  Nissan's  Autech  subsid- 
iary. The  engine  will  be  a  24-valve,  3-liter  V-6  with 
twin  turbochargers  and  330  horsepower.  Likely 
launch  date:  1990. 

Last  fall  Mazda  introduced  its  top-of-the-line  929 
sedan  in  the  U.S.  Priced  between  $20,000  and 
$25,000,  it  has  rear-wheel  drive,  a  new  3-liter  V-6 
and  a  rear  suspension  similar  to  that  of  a  Mercedes. 

The  Japanese,  moreover,  are  pouring  money  into 
ever  more  sophisticated  electronics.  Toyota,  for  ex- 
ample, is  investing  a  reported  $300  million  in  a 
semiconductor  facility.  When  completed  in  the  fall 
of  this  year  it  will  produce  custom  integrated  cir- 
cuits for  internal  use.  Nissan  is  said  to  be  close  to 
introducing  a  "heads-up"  display  that  will  project 
dashboard  instrument  readings  on  the  windshield 
using  an  optical  projection  system.  The  Japanese  are 
also  believed  to  be  working  on  multiplexing  technol- 
ogy, whereby  data  from  sensors  and  microprocessors 
pulse  through  wires  in  bursts.  The  goal  is  to  reduce 
the  number  of  wires  used  in  an  automobile.  This  is 
important  because  the  number  of  wires  increases 
every  year  as  cars  become  more  complex:  More 
wiring  translates  into  higher  labor  costs  and  less 
reliability. 

Of  the  Japanese  automakers,  only  Honda  seems  to 
be  pursuing  a  made-in-the-U.S.  strategy  for  its  fancy 
new  cars;  the  others  will  build  mostly  medium- 
range  cars  here.  Honda  is  building  a  $380  million 
second  plant  in  Ohio  to  turn  out  its  new  Civic  line 
and  possibly  the  entry-level  Acura  Integra.  David 
Cole,  director  of  the  Office  for  the  Study  of  Automo- 
tive Transportation  at  the  University  of  Michigan  in 
Ann  Arbor,  believes  that  by  the  early  1990s  Honda 
could  produce  most  or  all  of  its  Acuras  in  the  U.S. 
and  even  export  some  to  Europe  or  back  to  Japan. 

Every  carmaker — U.S.,  European  and  Korean,  as 
well  as  Japanese — now  says  it  is  moving  upmarket. 
So  the  Japanese  can't  expect  an  easy  time  of  it. 
Ford,  for  example,  just  announced  a  new  Lincoln 
Continental  line  (price:  $27,000)  with  more  con- 
temporary aerodynamic  styling  in  an  attempt  to 
lure  the  import  buyer.  It  is  targeting  consumers 
whose  average  age  is  48. 

Hans  Jordan,  Mercedes-Benz  of  North  America's 
vice  president  of  marketing,  thinks  the  Japanese  will 
have  a  difficult  time  establishing  prestige.  "People 
don't  buy  only  hardware  but  image,  name  and  intan- 
gibles," says  he.  "That's  where  a  product's  distinc- 
tiveness has  been  established  over  many  years."  He 
adds  that  Mercedes  can  stay  above  the  fray,  since 
only  20%  of  its  business  is  in  the  $20,000  to  $30,000 
segment,  and  nearly  one-half  of  Mercedes'  sales  are 
$45,000  and  up. 

BMW,  on  the  other  hand,  could  be  in  trouble.  The 
reason?  Its  bestselling  300  series  is  priced  in  the 
$20,000  to  $30,000  range.  That  segment,  says  Merce- 
des' Jordan,  "is  where  the  volume  opportunities  lie 
for  the  Japanese  in  terms  of  conquering  the  competi- 
tion and  in  line  extension."  BMW's  strategy,  says 
BMW  of  North  America's  Flesher,  will  be  to  focus  on 
its  higher-priced  500  and  700  series  ($35,000  and  up). 
"We  need  to  grab  a  fair  share  of  the  high  end  of  the 
business,"  says  Flesher.  "We  would  have  to  be  nuts 
not  to  be  paying  attention  to  the  Japanese." 

It's  going  to  be  a  hell  of  a  fight — and  the  affluent 
consumer  will  have  a  range  of  choices  not  seen  since 
the  1920s.  ■ 
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This  wagon  crossed  the  Rockies 
in  seconds.  _— 


Helping  your  business 
reach  high  levels  of  perfor- 
mance is  something  Toshiba 
facsimile  is  very  good  at. 

Because  it  lets  you  instantly 
send  business  documents  any- 
where there's  a  phone  line. 

Immediately  you're  in  a 
whole  different  league  from 
companies  who  don't  have  one. 

Because  they'll  still  be 
wrestling,  with  the  problems  of 
sending  information:  Like  dead- 


lines, errors,  misunderstandings, 
travel  time  and  phone  bills. 

And  you'll  be  efficiently 
using  our  fax  machine  to  fire  off 
text  and  graphics  in  20  seconds 
or  less* 

In  today's  fiercely  compet- 
itive marketplace,  that's  a  com- 
forting thought. 

To  learn  more  about 
Toshiba  fax  machines,  call 
1-800-635-1220.  And  hitch  your 
wagon  to  a  star. 


Learn  more  about  Toshiba  fax  systems.  Call  1-800-635-1220. 
Or  mail  coupon  to:  Toshiba  America,  Inc.,  Facsimile 
Products  Group,  9740  Irvine  Boulevard,  Irvine,  CA  92718. 

Name 

Company  Name 

Address 


City 

Phone  ( L 


State  . 


Zip  . 


FBS-F 


Toshiba  facsimile.  Now  you  see  it.  i 


•  Per  CCITTtcsi  chari 


In  Touch  with  Tomorrow 

TOSHIBA 


The  Up  &  Comers 


By  Ralph  King  Jr. 


Stars 


How  do  people  like  the  Bass  brothers  get  so 
rich?  By  having  smart  people  like  J.  Baker, 
Inc.  's  Sherman  Baker  working  for  them. 

The  Basses 
get  richer 


/  Baker  Chairman  Sherman  Baker 

"Unless  you  keep  your  hands  dirty, forget  it. 


i    tVturi-N 


In  less  than  three  years,  Sherman 
Baker  has  tripled  the  several  million 
dollars  Fort  Worth's  Bass  brothers  bet 
on  him.  He  didn't  do  it  playing  with 
commodities.  Nor  with  some  hot  new 
technology  concept.  He  did  it  with  his 
J.  Baker,  Inc.,  the  shoe  store  business 
started  by  his  father,  Jacob  Baker, 
in  1925. 

J.  Baker,  in  Readville,  Mass.,  oper- 
ates shoe  departments — talk  about 
low  tech — for  regional  discount 
chains.  Out  of  this  niche  J.  Baker 
should  carve  sales  of  nearly  $200  mil- 
lion in  fiscal  1988  (ended  Jan.  31), 
more  than  quadruple  its  1982  reve- 
nues. Expected  earnings:  $7.4  million, 
up  from  $154,000  in  1982. 

Selling  shoes  is  a  business  Sherman 
Baker  knows  heel  to  toe,  pain  to  plea- 
sure. He  joined  his  father's  shoe 
wholesale  business  right  out  of  Har- 
vard in  1940.  Even  then,  general  mer- 
chandisers were  turning  over  their 
shoe  departments  to  outside  opera- 
tors— for  a  fixed  percentage  of  reve- 
nues. This  allowed  them  to  avoid  in- 
ventory costs  and  the  risks  in  long- 
range  ordering  of  footwear,  already 
manufactured  mostly  overseas. 

Baker  landed  his  first  such  account 
in  1953  and  soon  after  signed  up  the 
original  Ames  Department  Store. 
Ames'  rapid  growth  (to  sales  of  $1.9 
billion  last  fiscal  year)  fueled  J.  Ba- 
ker's. Even  now  about  40%  of  J.  Ba- 
ker's volume  comes  from  its  self-ser- 
vice outlets  in  Ames  stores. 

In  the  late  1960s  Baker  made  a  mis- 
take. He  needed  expansion  capital 
and,  in  1968,  sold  J.  Baker  to  National 
Shoes,  a  chain  of  full-service  shoe 
stores  controlled  by  the  Siegel  family. 

Almost  immediately,  National 
went  into  decline.  Its  stores  were  in 
decaying  urban  neighborhoods,  not 
new  suburban  malls.  Baker  became 
president  of  National  in  1970,  but  Na- 
tional's founding  Siegel  family 
wouldn't  stop  meddling.  The  J.  Baker 
division,  still  healthy,  was  forced  to 
subsidize  National's  losses.  Finally, 
in  1980,  creditors  forced  both  firms 
into  bankruptcy.  "It  was  a  tremen- 
dous blow  to  my  pride,"  says  Baker, 
who  has  slimmed  down  since  then, 
but  retains  a  double  chin  from  years  of 
being  overweight. 

J.  Baker's  suppliers  agreed  to  con- 
tinue shipping  on  extended  credit 
terms.  This  allowed  Baker  to  ease  his 
old  firm  out  of  Chapter  11  by  1982. 
National  paid  off  its  creditors  two 
years  later  after  Baker  unloaded  its  old 
store  leases  at  a  large  profit.  But  he 
was  still  stuck  with  the  Siegels. 

Baker  resolved  to  buy  out  the  Siegel 
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It's  true,  Blue. 

The  time  has  come  for  an  enlightened  organization  like 
you  to  recognize  a  bright  idea  like  the  Philips  Econ-o-watf 
fluorescent  lamp. 

Just  look  at  what  the  Econ-o-watt  lamp  did  for  one  of 
the  largest  office  buildings  in  Dallas:  By  replacing  their 
f_       standard  fluorescents,  it  saved  them  over  9  cents  per 
\    square  foot  in  annual  energy  costs.  That's  more  than 
$110,000  a  year. 
^  \      Imagine  how  those  savings  would  translate  to 

4  'your  network  of  office  buildings  around  the  country. 

So  come  on.  Have  your  computer  call  our  computer 
v  at  1-800-631-1259,  Ext.  421.  Something  tells  us  that 
Philips  Lighting  and  IBM  could  be,  er,  compatible. 

IT'S  TIME  TO  CHANGE  YOUR  BULB. 


Philips 

Econ-o-watt* 

Fluorescent 

Lamp. 


The  IBM  Building, 
New  York  City 


PHILIPS 


©  1987  NAPLC  -  A  North  Amtriciii  Philips  Company 
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In  Alabamarour  world-class 
research  tradition  was  started 
by  a  bunch  of  peanuts. 


From  Carver's  peanuts 

to  von  Braurf  s  rockets,  we 

are  constantly  pioneering 

new  worlds. 


The  following  comments  are  by  John 

./>.  Chief  Executive  Officer  of 
AmSouth  Bancorporation 

"Scientists  around  the  world  were 
amazed  by  the  discoveries  of  George 
Washington  Carver  at  Tuskegee  Uni- 
versity Among  them  were  ways  to 
manufacture  thousands  of  products 


from  peanuts. 

"Since  that  time,  Alabama  has  had* 
more  than  its  share  of  brilliant  and 
useful  research.  The  rocket  work  at 
Huntsville,  spearheaded  by  Wernher 
von  Braun,  got  us  to  the  moon. 

"The  variety  of  research  is  a  real 
benefit  to  industry  in  Alabama:  From 


_ 


Jie  advanced  optical  research  at 
he  University  of  Alabama  in  Hunts- 
/ille  to  the  Strategic  Defense  Initia- 
te research  at  Auburn  University. 
And  in  bio-medical  research,  the 
Jniversity  of  Alabama  at  Birming- 
lam  is  a  national  leader  in  many 
ields. 


"And  I'm  very  encouraged  about 
our  momentum  in  strengthening  edu- 
cation, from  initiatives  by  Gov.  Guy 
Hunt  to  the  tremendous  commitment 
by  Alabama  business  leaders. 

"Businesses  will  find  Alabama's 
research  and  education  capabilities 
valuable  assets." 


ALABAMA 

The  Great  Surprise. 


Alabama  Development  Office,  Stale  Capitol,  Montgomery,  AL  36130.  Call  Toll  Free  I -800-248-0033 


clan.  But  with  what  capital?  Baker 
called  on  Thomas  H.  Lee,  a  leveraged 
buyout  financier.  Lee  liked  Baker's 
proposal  and  brought  in  a  Bass  family 
partnership.  The  Lee  and  Bass  groups 
each  took  a  one-third  equity  interest. 
Baker  and  senior  managers  got  the 
third  third.  The  Basses,  as  "mezza- 
nine" lenders  in  the  $32  million  deal, 
took  $10  million  worth  of  subordinat- 
ed notes  paying  16.75%  and  paid 
$500,000  for  their  equity — an  effec- 
tive price  of  33  cents  per  share.  The 
partners  gave  the  Siegels  $10.4  mil- 
lion and  waved  good-bye. 

Baker,  Lee  and  the  Basses  originally 
figured  they'd  cash  out  by  taking  J. 
Baker  public  in  1990.  But  then  the 
new-issues  market  took  off.  In  June 
1986  the  partners  sold  48%  of  J.  Baker 
to  the  public  for  $43  million,  valuing 
the  retailer  at  $89.6  million,  23  times 
net  earnings.  The  Basses  got  back 
their  $10  million  loan,  with  interest, 
and  sold  stock  worth  $11  million.  The 
stock  they  kept  is  now  worth  nearly 
$9  million.  Not  bad  for  Vh  years  of 
difficult  market  conditions. 

All  this  would  be  mere  financial 
game  playing  were  it  not  for  the  fact 
that  Sberman  Baker  is  an  exceptional- 
ly able  operating  man.  His  shrewd  eye 
for  retailing  trends  noted  price-con- 
scious consumers  evidently  deciding 
they  could  do  without  the  often  spot- 
ty service  of  a  conventional  shoe 
store.  Over  the  last  five  years  mass 
merchandisers'  share  of  the  one  bil- 
lion-pair U.S.  shoe  market  ($24  bil- 
lion at  retail)  has  jumped  from  19%  to 
28%.  Baker  is  leveraging  this  move- 
ment toward  self-service  via  a  new 
chain  of  retail  stores  featuring  wo- 
men's fashion  shoes  at  one  price. 

"Tell  me  that's  not  a  lot  of  shoe  for 
$15.88,"  he  says  at  one  of  his  self- 
service  Parade  of  Shoes  stores,  hold- 
ing up  a  red  leather  pump  made  in 
Brazil.  "Feel  this  grain.  Look  at  the 
stitching."  A  few  doors  down  in  the 
same  strip  shopping  center  on  the  out- 
skirts of  Boston,  a  conventional  shoe 
store  with  three  sales  clerks  is  selling 
the  identical  shoe  at  $21.99  a  pair. 

Parade's  thin  markups  mean  Baker 
must  have  volume.  He  turns  his  in- 
ventory four  times  a  year,  nearly 
twice  the  shoe  industry  average.  An- 
nual sales  at  the  Parade  of  Shoes 
stores  typically  come  in  at  around 
$225  per  square  foot.  Trying  to  keep 
May  Department  Stores'  thriving  Vol- 
ume Shoe  division  from  making  head- 
in  his  New  England  turf,  Baker  is 
now  developing  a  different  store  con- 
cept aimed  at  lower-income  consum- 
Baker  has  five  such  stores  today; 
tive  more  will  open  by  June. 

These   moves   into   retail   outlets, 


plus  new  wholesale  accounts,  will 
help  reduce  J.  Baker's  dependence  on  a 
few  major  department  stores  (the  li- 
censing operations  still  account  for 
over  70%  of  sales). 

Baker  runs  an  exceptionally  parsi- 
monious operation.  Support  managers 
shuttle  between  units  staffed  with  a 
single  employee.  Cash  registers  are 
linked  by  computer  to  the  firm's  high- 
ly automated  warehouse  for  instant 
reordering  and  close  inventory  con- 
trol. "Unless  you  keep  your  hands 
good  and  dirty,  forget  it,"  Baker  likes 
to  say.  Thus  has  he  been  able  to 
squeeze  the  same  7%  to  8%  operating 
margins  from  low-markup  Parade  in 
densely  populated  areas  that  he  does 
from  standard-markup  licensed  de- 
partments, mostly  in  rural  settings. 

To  avoid  costly  inventory  errors, 
Baker  often  posts  buyers  at  public 
school  entrances  to  see  what's  hot  at 
the  beginning  of  the  school  year.  The 
technique  is  not  perfect.  Last  year, 
when  the  miniskirt  failed  to  five  up  to 
expectations,  the  company  was  forced 
to  mark  down  250,000  pairs  of  fashion 
boots.  Result:  third-quarter  earnings 
dipped  to  20  cents  per  share,  from  23 
cents  in  1986. 


Even  so,  J.  Baker  will  probably  re- 
port a  23%  return  on  equity  for  fiscal 
1987,  among  the  highest  in  retailing. 
Prescott  Ball  &  Turben  analyst  Ter- 
ence McEvoy,  long  a  Baker  fan,  thinks 
the  return  on  equity  will  stay  above 
20%  through  1990.  Issued  at  $9.33 
(adjusted  for  later  split),  J.  Baker  stock 
hit  17  last  summer  before  collapsing 
in  the  specialty  retail  slump  and  the 
October  crash.  Recently  7Vs,  it  sells 
for  six  times  expected  earnings  for 
fiscal  1989  and  just  over  twice  current 
book  value.  Mutual  fund  giant  FMR 
Corp.  owns  11%  of  the  8.2  million 
shares  outstanding. 

Baker,  who  at  67  still  works  75- 
hour  weeks,  says  he  hopes  to  open 
another  40  of  his  Parade  of  Shoes  out- 
lets this  year.  But  don't  hold  him  to 
that.  "All  I  care  about  is  how  much 
money  I  make,"  he  says,  "not  how 
many  stores  I  open." 

Don't  the  Bass  boys,  who  with  Lee 
still  own  24%  of  the  company,  press 
him  to  keep  growing?  Replies  Baker 
with  a  loud  laugh:  "Given  how  much 
money  we've  made  for  them,  and  how 
we've  already  expanded  beyond  their 
wildest  dreams,  do  you  really  think 
they're  going  to  interfere?"  ■ 


The  Up  &  Comers 


Strategies 


Howard  Hebert,  of  military  contractor 
DBA  Systems,  thought  it  a  good  idea  to 
develop  civilian  products.  He  was  wrong. 

A  bone 
in  the  hand 


By  Ignatius  Chithelen 


Rather  like  the  dog  in  the  fa- 
ble, Howard  Hebert  nearly  sac- 
rificed a  meaty  bone  in  hand 
for  a  meatier  one  that  didn't  exist. 
Hebert,  59,  is  chairman  of  DBA  Sys- 
tems, Inc.,  a  high-tech  defense  con- 
tractor based  in  Melbourne,  Fla.  Start- 
ed in  1963  by  an  engineer  and  math- 
ematician named  Duane  Brown,  DBA 


was  floundering  when  Hebert  took 
charge  in  1977.  By  designing  sophisti- 
cated electronic  equipment  like  night 
vision  devices  and  missile  tracking 
systems,  and  bidding  on  Pentagon 
contracts  aggressively,  Hebert  boost- 
ed revenues  from  $5  million  in  1977 
to  $38  million  by  1984.  In  that  year, 
earnings  hit  $2.5  million  (80  cents  a 
share)  and  DBA's  stock  market  value 
surged  to  $60  million. 
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home's  measurements.  We  will  know  your  home. 
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the  homes  they  insure.  However,  unlike  those  who  merely  count  windows,  doors  and  square  feet, 
Chubbs  staff  of  professional  appraisers  thoroughly  analyzes  the  interior  and  exterior  construction  of 
most  of  the  homes  we  insure.  I  / — -\| 

By  noting  special  design  features  and  architectural  details,  our  appraisal  more  f 

accurately  reflects  replacement  value  and  provides  a  record  to  assist  in  settling  claims.  V  a 

For  more  information  call  800-922-0533. 

The  Chubb  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse'.'  Watch  for  it  on  PBS. 


I)/iA  (Jxitmuin  Howard  llclxrt 

"Our  problem  la  one  of  executing  on  the  backlog. 
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But  by  1984  Hebcrt  feared  that 
DBA's  military  business  was  peaking. 
He  saw  what  looked  like  a  better 
strategy:  retooling  DBA's  electronic 
imaging  for  the  civilian  market. 

In  1984  DBA  paid  $18  million  for 
LogEtronics,  Inc.,  a  moncylosing  ven- 
dor of  printing  and  publishing  equip- 
ment with  sales  of  $35  million.  The 
idea  was  to  fuse  DBA's  computer  sys- 
tems for  generating  and  manipulating 
images  with  LogE's  printing  equip- 
ment and  come  up  with  products  to 
sell  the  rapidly  computerizing  graph- 
ics industry.  Ot  the  decision  to  branch 
into  the  civilian  marketplace,  Hebcrt 
recalls:  "We  expected  to  grow  about 
twice  as  i  •  is  the  8%  average  in  the 
computer  graphics  industry." 

Unfortunately,  Hebert  wasn't  the 
only  one  eyeing  the  graphics  industry. 
DBA  quickly    ran   into  competition 


from  the  likes  of  Du  Pont,  Kodak  and 
Dai  Nippon  Screen — a  rude  awaken- 
ing for  a  company  accustomed  to  ex- 
clusive Pentagon  contracts.  The  LogE 
acquisition  nearly  doubled  DBA's  rev- 
enues, to  $66  million,  in  fiscal  1985. 
But  instead  of  earnings  growth  at 
16%,  as  Hebcrt  had  hoped,  DBA's  ci- 
vilian side  grew  at  only  4%. 

Worse,  about  20%  of  DBA's  civilian 
revenues  derived  from  overseas  sales. 
Clobbered  by  the  weak  dollar,  that 
business  was  sold  last  August. 

Worst  of  all,  DBA's  civilian  expan- 
sion upset  the  company's  military 
customers.  Explains  Gerald  Nathe, 
DBA  senior  vice  president:  "They  |the 
military  buyers]  were  fearful  that  a 
small  company  like  ours  might  be 
spreading  our  resources  too  thin  by 
pursuing  diverse  markets,  and  might 
neglect  defense  projects." 


The  generals  were  right.  After  years 
of  compounding  at  15%  and  more, 
DBA's  earnings  for  first  quarter  1988 
(ended  last  September)  were  flat  at  $1 
million,  compared  with  1987. 

Finally,  Hebert  conceded  defeat. 
Last  September  he  sold  the  rest  of  the 
graphics  operation  to  AFP  Imaging, 
Inc.,  thereby  securing  a  pride-salvag- 
ing $30  million  for  the  commercial 
products  group.  DBA  was,  moreover, 
able  to  incorporate  LogE's  computer- 
ized imaging  technology  into  some  of 
its  defense  systems. 

Since  quitting  the  civilian  market, 
DBA  has  spent  over  $7  million  to  ac- 
quire three  small  high-tech  firms. 
One  of  the  acquisitions  was  Environ- 
mental Energy  Research  Group, 
which  markets  systems  for  capturing, 
manipulating  and  storing  high-preci- 
sion, high-resolution  computer  im- 
ages. After  integrating  this  technol- 
ogy with  DBA's  own  systems,  Hebert 
won  a  $4.5  million  contract  for  an 
electronic  warfare  program.  "Our  ex- 
pertise is  unmatched  in  areas  like  gen- 
erating maps  and  targets  on  comput- 
ers located,  say,  in  an  airplane's  cock- 
pit," crows  Hebert. 

That  is  no  idle  boast.  DBA's  system 
for  tracking  targets  through  computer 
images  is  state  of  the  art.  It  was  in- 
cluded last  year  both  in  Boeing's  win- 
ning bid  for  an  initial  $16  million 
contract  to  supply  the  Pentagon  with 
Stinger  missiles  and  in  LTV's  losing 
bid  for  the  same  contract.  To  capture 
more  value-added  subcontracts,  He- 
bert has  begun  to  spend  heavily  to 
move  DBA  into  manufacturing  the 
systems  it  designs. 

All  in  all,  Hebert's  old  military 
bone  now  looks  pretty  tasty.  Analysts 
estimate  revenues  for  fiscal  1988  will 
likely  drop  somewhat,  to  $72  million. 
But  earnings  will  probably  climb 
30%,  to  $1.40  a  share.  As  Hebert 
works  off  DBA's  $60  million  backlog, 
sales  for  fiscal  1989  may  come  in  at 
around  $95  million  and  earnings  at  $5 
million  ($1.64  a  share). 

That's  language  Wall  Street  under- 
stands. After  dropping  to  13%  after 
Black  Monday,  DBA's  stock  was  re- 
cently back  to  19,  not  far  below  its 
.illume  high.  Even  so,  the  market  is 
valuing  the  cash-rich  company's  3 
million  shares  at  $57  million — less 
than  13  times  this  year's  anticipated 
earnings,  and  well  under  one  times 
revenues. 

"Our  problem  is  not  securing  busi- 
ness but  executing  on  the  backlog," 
says  Hebert,  who,  with  other  insiders, 
owns  about  25%  of  the  stock.  "It's  a 
pleasant  situation."  Especially  so, 
considering  how  unpleasant  that  situ- 
ation might  have  become.  ■ 
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Munich,  1979.The  top  man- 
agers of  the  Bavarian  Motor 
Works  are  convened  at  the  round 
table  on  the  20th  floor  of  BMW 
headquarters. 

Out  of  their  heated  discussion 
s  Project  E32.  An  auda- 


cious bid  to  build  nothing  less 
than  the  best  luxury  automobile  in 
the  world. 

Hamburg,  1987.  The  long- 
rumored  BMW750iL  finally  makes 
its  debut.  And  it  is  clear  that  BMW 
engineers  have  succeeded  in 


what  proved  to  be  an  eight-year, 
billion-dollar  quest. 

The  new  12-cylinder  flag- 
ship of  BMW's  7-Series  is  immedi- 
ately acknowledged  by  an  en- 
thusiastic European  press  as"the 
superstar  of  the  luxury  class" and 


_ 


NN 


a 


elegant  proof  to  date  of  this  text- 
book principle.  Endowing  the  750iL 
with  an  inexhaustible  reservoir 
of  smooth,  quiet,  responsive  power 
that  is  quite  unlike  anything  you 
have  experienced. 

Performance  is  optimized  by 


a  fail-safe  system  of  dual  engine- 
control  computers  which  also 
communicate  with  the  four-speed 
automatic  transmission  for  silky 
pause-free  shifts. 

The  short-stroke  pistons  glide 
inside  silicon-lined  cylinders  with  a 


hush  that  enhances  the  magical 
sense  of  effortlessness. 

This  compact  all-aluminum 
engine  is,  moreover,  so  depend- 
ably simple  that  the  only  routine 
maintenance  it  ever  needs  is  oil 
and  spark  plug  changes. 


NO!  INTERIOR, 

AN   .N  iMENT 


The.  -.MW750iL 

leads  into  d  •  sin  restor- 

ing contrast  to  lh«        than  per- 


fect world  outside. 

It  is  spacious.  It  is  rich  in  hand- 
stitched  leather  and  hand-fitted 
hardwood  trim.The  climate  is  main- 
tained to  your  exact  preference. 
A  library-like  hush  prevails  at  high- 
way speeds,  thanks  to  the  car's 


smooth  12 -cylinder  engine,  flowing 
aerodynamics,  and  doubly-insu- 
lated suspension. 

Your  undistracted  enjoyment 
of  the  act  of  driving  is  further  en- 
sured by  a  cockpit  design  deemed 
"economically  perfect."  While  a 


'ange  of  intelligent  luxuries  that 
:an  only  be  hinted  at  here  antici- 
Date  your  needs  and  enhance 
/our  pleasure. 

At  the  touch  of  one  button, 
:or  example,the  fatigue-preventing 
driver's  seat  adjusts  to  your  indi- 


vidual eight-way  presetting,  both 
outside  mirrors tilt,and  the  seatbelt 
anchor  silently  slides  to  accom- 
modate you. 

The  back  seats  are  electrically 
adjustable  as  well,  with  padded 
leather  headrests  that  automatically 


rise  into  position  when  the  passen- 
gers fasten  their  seatbelts. 

And  in  addition  to  a  bass- rich 
10-speaker  stereo  system  and 
electronic  cruise  control,  the  750il_ 
provides  a  cellular  telephone  as 
standard  equipment. 


CONCEIVABLY  THE 

SAFEST  AUTOMOBILE 

EVER  BUILT 

Thesizeofthe4,235-lb.BMW 
50iL  and  the  responsiveness  of  its 
^-cylinder  engine  justifiably  inspire  a 
?nse  of  security. 

But  the  7501  offers  other  reas- 
jrancesyou  won't  find  even  in  cars 
lat  boast  of  their  safety. 

The  highly  unitized  steel  body 
■id  shock-absorber  bumpers  are 
>»  exceed  U.S.  crash - 
h  lards. 


The  twist- proof  seatbelts  tighten 
on  impact.  The  dnver's-side  airbag 
has  three  sensors,  not  two,  for  more 
accurate  operation.  Interior  surfaces 
are  carefully  contoured  and  padded 
to  absorb  energy. 

Your  ability  to  avoid  accidents  is 
improved  by  BMW's  exceptionally 
precise  power-assisted  steering.Vision- 
enhancing  windshield  wipers  that 
boost  their  downward  pressure  as 
your  highway  speed  increases.  Spe- 
cial ellipsoid  headlights  that  cast 
broader,  whiter  light. 

The  750iL  is  appropriately 
equipped  with  massive  four-wheel 


vented  disc  brakes  assisted  by  an  ad 
vanced  antilock  braking  system. 

And  in  the  cockpit  console  are 
electronic  copilots  that  monitor  some 
26  of  the  car's  vital  functions,  alert 
you  when  routine  maintenance  is  re 
quired,  and  warn  when  road  tem- 
peratures near  freezing. 

A  test  drive  of  the  750il_at  your 
authorized  BMW  dealer  will  con-  . 
firm  that  in  safety  luxury,  and  perfor- 
mance, this  is  one  of  the  rare 
occasions  when  a  com- 
pany slogan  means  pre- 
cisely what  it  says. 
THE  ULTIMATE  DRIVING  MACHINE. 


America's  drive  to  regain  the  lead  in  space  is  being  derailed 
by  a  collection  of  lazy  big-buck  bureaucrats.  Who? 
The  National  Aeronautics  &  Space  Administration. 


It's  time  to 
bust  up  NASA 


By  Howard  Banks 


After  the  shuttle  Challenger  blew 
up  just  about  two  years  ago,  killing  all 
aboard,  the  world  saw  starkly  how 
costly,  unmanageable  and — far 
worse — potentially    deadly    the    Na- 


tional Aeronautics  &  Space  Adminis- 
tration had  become.  In  the  wake  of 
that  disgrace,  the  agency  pledged  a 
top-to-bottom  shakeup,  a  harsh  re- 
evaluation  of  mission  and  a  zealous 
rededication  of  purpose.  No  surprise 
to  those  who  know  NASA  well,  24 


months  later  the  agency's  promise  is 
again  exposed  as  empty. 

Recent  problems  with  the  hastily 
redesigned  solid  rocket  boosters  for 
the  new  shuttle  are  only  the  latest 
confirmation.  And  insiders  are  certain 
there  are  more  problems,  more  delays, 


Fish-eye  view  of  NASA 's  Kennedy  Space  Center  in  Florida 

Almost  deserted,  with  many  pads  reverting  to  sand  and  dune  grass — waiting  for  the  private  sector. 
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to  come.  They  will  continue  to  show 
how  far  the  agency  has  fallen  in  the  30 
years  since  its  founding. 

For  the  first  20  years  following  its 
formation  in  1958,  NASA  dominated 
U.S.  space  policy — and  hence  space 
for  the  Western  World.  But  somehow, 
still  puffed  with  the  success  of  the 
Apollo  program  (which  put  men  on 
the  moon  in  July  1969),  and  the  heavy 
political  baggage  that  is  built  into  its 
structure,  NASA  is  growing  steadily 
less  relevant. 

As  usual,  as  much  as  anything, 
money  tells  the  tale.  American  spend- 
ing for  space  blasted  off,  of  course, 
following  Oct.  4,  1957,  and  the  cheep, 
cheep  from  the  Soviet  Union's  Sputnik 
1.  Not  five  years  later,  the  first 
manned  flight  by  Yuri  Gagarin  ex- 
tended the  Cold  War  to  space  and 


prompted  President  Kennedy  to  order 
the  U.S.  to  get  a  man  on  the  moon  and 
back  within  a  decade.  Consequently, 
in  constant  (1986)  dollars,  NASA's 
glory  days  of  spending  peaked  in  1965 
at  around  $  1 8  billion. 

But  since  then,  in  the  U.S.  the 
promise  of  civilian,  scientific  and 
commercial  space  exploitation  has 
given  way  to  the  Pentagon's  dream  of 
guns  in  orbit.  Chugging  along  (in  1986 
dollars)  at  $4  billion  to  $5  billion  a 
year  when  the  Reagan  Administration 
began  in  1981,  military  space  spend- 
ing has  rocketed  ever  since.  In  fiscal 
1988,  including  acknowledged  spend- 
ing (on  the  space  defense  initiative 
and  the  like)  plus  a  host  of  "black" 
top-secret  programs,  the  Department 
of  Defense  will  (in  1986  dollars)  spend 
around  $20  billion  on  space  activities, 


Where  no  men 
had  gone  before 

From  Sputnik's  launch  in  1957,  the 
Soviets  scored  first  at  each  major 
step  in  space.  That  dominance 
lasted  until  the  U.S.'  triumphant 
Apollo  program  of  the  late  1960s 
got  men  to  the  moon  and  back 
safely.  But,  as  NASA  since  has 
moved  at  a  snail's  pace,  the 
Soviets  seem  again  to  have  the 
whip  hand. 


despite  budget  squeezes. 

NASA,  meanwhile,  still  managed 
to  write  checks  for  around  $6  billion 
to  $7  billion  a  year  while  doggedly 
clinging  to  an  anachronistic  master 
plan  dating  to  the  Apollo  triumph.  It 
and  its  allies  in  Congress  seem  hardly 
to  have  noticed  that  for  all  practical 
purposes  the  Pentagon  is  now  pushing 
the  launch  buttons.  While  employ- 
ment (23,000)  is  down  from  the  1967 
peak  of  nearly  36,000,  there  are  still, 
for  example,  the  same  number  (14)  of 
NASA  space  centers,  stretching  from 
Florida  to  California,  as  there  were  20 
years  ago  when  Apollo  spending  was 
roaring  flat  out.  Close  down  a  few? 
Forget  it.  Each  center  has  its  own  ties 
to  local  senators  and  representatives, 
and  hence  its  own  political  protec- 
tors. "If  you  tried  to  merge  or  close 
them  now,  it  would  be  a  big  political 
morass,"  says  NASA  Administrator 
James  Fletcher. 

Besides,  he  will  say,  we  still  have 
the  space  shuttle  program,  and  the 
space  station,  as  well  as  dreams  of 
landing  men  on  Mars  and  mining  the 
moon,  among  other  interplanetary 
grand  plans.  Never  mind  that  the 
Space  Administration's  version  of 
these  programs  is  barely  credible 
these  days.  The  modern  space  shuttle 
program — forget  the  explosion  for  a 
second — has  shown  clearly  that 
NASA  juggles  numbers  like  a  veteran 
stock  manipulator  and  manages  pro- 
grams with  remarkable  indifference. 
From  the  beginning  it  faked  the  eco- 
nomics of  the  shuttle,  exaggerating 


October  1957 


September  1959 


April  1961 


May  1961 


t  Union  startled 
Id  with. Sputnik  1, 
.Us  first 
^Bullitt- 


Luna  2  was  the 
rst  manmade  object  to  get  to 
the  moon  (a  deliberate 

trash  landing) 


Yuri  Gagarin  aboard  the 
Vostok  1  scored  another 
Soviet  space  first^man  in 
orbit — prompting  President 
Kennedy's  call  for  a 
program  that  would  send  an 
American  to  the  moon 
and  back  within  the  decade 


Alan  Shepard  makes  the 
first  U.S.  manned 
response  aboard  Mercury- 
Redstone,  with  a 
suborbital  flight 
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the  number  of  shuttles  that  could  be 
launched,  inflating  potential  payloads 
beyond  the  possible,  lying  about  de- 
velopment costs  and  then,  disastrous- 
ly, cutting  corners  on  testing. 

Are  cost  estimates  for  its  latest  dar- 
ling, the  space  station  (an  orbiting  re- 
search lab  with  living  quarters  for  up 
to  eight  scientists,  planned  to  be  in 
use  by  1996),  any  more  reliable?  Is  the 
moon  made  of  green  cheese?  The  Na- 
tional Research  Council  took  a  stab  at 
costing  the  first  stage  of  a  working 
space  station  and  rang  up  $21  billion 
in  1984  dollars  (add  10%  in  today's 
dollars),  vs.  NASA's  $14  billion. 

Both  numbers  are  likely  to  be  way 
low,  warns  Robert  C.  Seamans  Jr.  of 
MIT  and  chairman  of  the  NRC  panel. 
And  the  reasons  illustrate  not  only  a 
lack  of  confidence  in  NASA,  but  also 
why  the  agency  itself  needs  blasting 
away.  "We  had  to  rely  on  NASA  fig- 
ures for  the  basic  costs  as  our  starting 
point,"  Seamans  cautions.  And  even 
the  NRC  numbers,  he  says,  do  not 
include  costly  footnotes  such  as  the 
price  of  servicing  the  station  once  it's 
floating  around  up  there.  More,  the 
agency  these  days  is  compelled  to  dis- 
tribute space  station  work  between 
its  centers,  in  Houston  and  Hunts- 
ville  for  instance,  to  keep  them  busy. 
"Since  it's  not  possible  [to  close  facili- 
ties down],  we  try  to  put  work,  appro- 
priately, in  the  right  centers.  It's  an 
art,"  says  Fletcher.  It  sounds  more 
like  European-style  make-work. 

In  addition,  it  is  characteristic  of 
NASA  to  go  for  complex  new  designs 


Spending  our  space  dollars 


NASA's  civilian  program  peaked  in  the  mid-1970s.  During  the  Reagan 
Administration,  military  space  has  been  getting  top  dollar. 
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nrr 

IWm 

Department  of  Defense 

: 

V 

!S 

ir  hiiii 

IFillllll 

ifaim 

^  NASA 

l?ll                           ■■■■■■■■»■ 

d 

i 

d 

dd 

dd 

J 

d 

"In  an  additional  transition  quarter  NASA  spent  11.6  billion  and  the  DOD  $U.~  billion  r  in  i  timate 

NASA  spending  for  IW  inJmk-J  >2  I  billion  to  build  replacement  shuttle 


rather  than  reuse  what  is  already  in 
hand.  It  has,  for  example,  proposed  a 
$1.5  billion  "lifeboat"  in  case  space 
station  astronauts  need  to  evacuate  in 
an  emergency  and  return  to  earth. 
Hanging  two  or  three  stripped-down 
Apollo  reentry  capsules  onto  the 
space  station  (at  probably  $100  mil- 
lion or  so  apiece)  does  not  appeal  to 
the  NASA  "culture." 

But  all  of  this  ignores  the  bigger 
question:  Aside  from  NASA's  need  for 
a  major  new  project  to  feed  its  ego  and 
its  employees,  is  the  space  station 


worthwhile  as  it  is  now  conceived? 
The  question  has  become  far  more 
relevant  since  the  station  has  been 
reduced  by  budget-trimming  to  little 
more  than  an  elaborate  truck  stop  for 
the  shuttle.  It  will  not  be  possible,  for 
instance,  to  go  into  lunar  orbit  from 
the  stage  one  space  station.  President 
Reagan,  for  his  part,  insists  he  still 
must  have  this  orbital  toy  and  called 
it  an  "important  priority"  in  his  letter 
to  congressional  leaders  asking  for 
funding.  Yet  the  President  barely 
blinked  as  Congress  unceremoniously 


March  1965 


June  1965 


January  1966 


;tar  1,  the  first  privately 
t  communications 
llite,  used  for  telephone 
television 


Gemini  3,  the  first  U.S. 
two-man  flight,  with 
astronauts  Virgil  Grissom 
and  John  Young 


Astronaut  Edward  White  The  Russian  Luna  9  was  the 

took  a  21-minute  space  walk      first  soft  landing 

on  the  moon 
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chopped  NASA's  $767  million  re- 
quest to  $425  million. 

Certainly  Washington  seems  genu- 
inely embarrassed  and  profoundly  jit- 
tery about  the  much  publicized  Soviet 
Mir  station,  and  the  extensive  and 
successful  Soviet  space  program  in 
general.  Still,  it  is  important  to  keep 
the  Russian  work  in  some  perspec- 
tive. In  steady  steps,  the  Soviets  have 
developed  reliable  launch  rockets, 
and  they  cheekily  even  came  to  Wash- 
ington to  try  to  sell  them  to  U.S.  cus- 
tomers. (The  Defense  Department  is 
blocking  any  such  notion.)  But  the 
Soviets  are  only  now  testing  a  launch 
vehicle,  Energia,  comparable  to  Sat- 
urn V,  which  NASA  so  wantonly  dis- 
carded in  the  1970s.  And  their  satel- 
lites are  not  yet  close  to  the  techno- 
logical capabilities  of  those  built  in 
the  U.S.  While  Soviet  cosmonauts 
continue  to  set  new  records  for  living 
in  space,  the  Mir  station  itself  is  rela- 
tively crude,  only  half  a  generation  or 
so  ahead  of  Skylab,  for  example, 
which  was  abandoned  by  NASA  in 
1973.  Mir  is  cramped  and  very  limited 
in  power  (from  solar  panels). 

Some  notion  of  keeping  up  with  the 
Russians  is  also  obscuring  another 
crucial  question  for  space  station 
fans.  Can  humans  stay  in  space  long 
enough  to  get  to  Mars,  at  barest  mini- 
mum a  14-month  round  trip?  This  is 
serious  for  those  who  justify  the  space 
station  as  a  stepping-off  point.  The 
deteriorated  condition  of  cosmonaut 
Yuri  Romanenko,  after  he  returned 
from    his    year    in    orbit,    questions 


whether  such  a  trip  would  be  practi- 
cal. Romanenko  had  suffered  signifi- 
cant loss  of  skeletal  bone  (calcium  is 
lost  in  space  through  urine).  And  he 
had  lost  about  15%  of  muscle  volume 
in  his  legs,  despite  exercise  (he'll  like- 
ly have  to  relearn  how  to  walk).  There 
are  also  serious  concerns  about  his 
heart.  Consequently,  there  are  doubts 
that  humans  can  work  effectively  and 
efficiently  in  weightlessness  longer 
than  four  or  five  months  or  so. 

In  short,  there  is  not  a  Red  behind 
every  star.  And  on  the  civilian  side, 
there  is  no  national  imperative,  as 
there  was  in  responding  to  the  So- 
viets' Sputnik,  that  calls  for  a  major 
new  U.S.  program.  The  strategic  de- 
fense initiative,  of  course,  remains  a 
top  Administration  priority.  But  the 
Defense  Department  and  its  huge 
space  budget  are  the  proper  places  for 
such  a  response.  It  should  not  confuse 
the  legitimate  goals  and  management 
of  U.S.  civilian  space  activity. 

Neither  should  it  obscure  the  need 
for  abolishing  NASA  in  its  present 
form,  redefining  its  major  programs 
and  moving  on.  Such  a  breakup  would 
revitalize  the  U.S.'  civilian  space  ef- 
fort by  allowing  the  private  sector  to 
do  what  is  cost  effective.  Make  no 
mistake,  a  lot  of  the  civilian  space 
program  makes  economic  sense. 

At  the  Kennedy  Space  Center  in 
Cape  Canaveral,  Fla.,  for  instance,  the 
shuttle  is  now  prepared  for  launch 
under  contract  by  Lockheed.  And 
there  are  many  empty  launch  pads  for 
conventional  rockets  that  are  revert- 


ing to  sand  and  dune  grass,  which 
private  sector  companies,  like  Martin 
Marietta,  General  Dynamics,  or  Mc- 
Donnell Douglas,  or  one  of  the  emerg- 
ing startups,  like  American  Rocket 
Co.,  could  use  if  NASA  would  tolerate 
it.  Space  science  could  remain  con- 
centrated at  Jet  Propulsion  Laborato- 
ries, Pasadena,  Calif,  but  run  genuine- 
ly autonomously.  Conventional, 
earthbound  research  into  aerodynam- 
ics and  engines  could  remain  centered 
at  the  Ames  Research  Center,  Moff ett 
Field,  Calif.  A  few  of  NASA's  other 
centers  could  provide  services  (Hous- 
ton's Johnson  Space  Center  for  launch 
and  mission  control,  for  instance)  to 
be  paid  for  as  needed  by  military  and 
civilian  users,  on  a  fee  basis. 

One  of  the  most  attractive  results 
would  be  a  cleaner  line  between  mili- 
tary and  civilian  in  space.  Relations 
between  the  Pentagon  and  NASA 
have  been  increasingly  chilly  as  the 
military  has  come  to  dominate.  At 
first,  for  example,  it  wanted  nothing 
to  do  with  the  shuttle.  Then  the  Pen- 
tagon discovered  a  few  experimental 
odds  and  ends  it  wanted.  Now,  the 
shuttle  is  to  be  much  more  heavily 
used  by  the  military  (7  launches  out  of 
the  next  planned  15)  than  before  the 
Challenger  disaster. 

The  Department  of  Defense  at  first 
wanted  nothing  to  do  with  the  space 
station,  either  (especially  if  it  meant 
paying  part  of  its  costs).  Now  it  is 
talking  about  some  military  experi- 
ments, mostly  to  do  with  real-time 
battlefield  surveillance.  Problem:  The 
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docked  in  space  with 
Soyuz-5  and  transferred 


anned  orbit  of  the 
and  the  world  waited  for  Soyuz-  5  and  tran 

Frank  Borman,  lames  Lovell      two  cosmonauts 
and  William  Anders  to  re- 
emerge  from  its  radio  shadow 


''One  giant  leap  for  '  Luna  16,  a  Sov.iet  robot 

mankind" — man's  first  steps  research  craft,  soft  landed  on 

on  the  moon  by  Neil  ■  the  moon  and  returned  soil 

Armstrong  and.  Buzz  Aldrin ;  samples  to  earth 
Michael  Collins  waited  in 
the  Apollo  1 1  orbiter 
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The  technology  is  nothing 
without  the  team. 


These  times  abound  with  technology. 
From  carbon  fiber  bobsleds  to  the 
latest  in  office  automation  products. 

But  just  as  the  latest  bobsled 
technology  doesn't  guarantee  gold 
medals,  the  latest  in  office  technology 
doesn't  guarantee  office  productivity. 
It's  the  team  and  how  they  use  their 
technology  that  brings  results. 


Team  Xerox  strategy  for  these  times 
is  using  technology  to  produce 
outstanding  output.  As  a  leader  in 
document  processing,  Xerox 
machines  and  systems  take  the  vast 
pool  of  ideas  and  information  at  the 
heart  of  every  office  and  make  them 
useful  to  all  in  the  office. 

Team  Xerox  is  a  proud  sponsor  of  the 
XV  Olympic  Winter  Games.  As  a 


result,  Xerox  copiers,  duplicators  and 
facsimile  transceivers,  backed  by 
Team  Xerox  service  and  support,  will 
help  make  the  tears  and  cheers  in 
Calgary  the  tears  and  cheers  of  a 
waiting  world. 

Team  Xerox. 

We  document  the  world. 


Official  Sponsor  ot  the 
XV  Otymfxc  Wirrte*  Games 
®  ©COM979 


XEROX®  is  a  trademark  of  XEROX  CORPORATION 


Europeans  are  to  build  a  space  labora- 
tory to  be  attached  to  the  space  sta- 
tion, plus  some  unmanned  experi- 
mental platforms  that  would  use  it  as 
a  base.  The  Defense  Department  and 
non-Americans  don't  mix,  especially 
in  space.  Without  NASA  to  hide  be- 
hind on  Capitol  Hill,  the  Pentagon 
would  have  to  admit  how  big  a  bite  it 
wants  to  take  of  the  space  station. 
Stay  tuned. 

Breaking  up  NASA  could  relieve  it, 
the  Pentagon  and  the  Congress,  as 
well  as  the  American  people,  of  the 
ambiguity  of  purpose  that  is  retarding 
important,  nonmilitary  work  that 
should  be  done  in  space.  Science  has, 
in  fact,  been  overshadowed  by  what 
eminent  scientist  James  Van  Allen,  a 
longtime  NASA  critic,  calls  "the  en- 
tertainment value"  of  man  in  space. 
Yet  it  is  space  science  that  has  pro- 
duced the  most  consistent  results. 

In  just  25  years,  unmanned  probes 
have  gone  from  taking  the  first  close- 
up  pictures  of  the  surface  of  the  moon, 
to  studies  of  the  planets,  including 
landing  on  the  barren  desert  of  Mars, 
to  snapping  the  first  closeup  pictures 
of  Saturn's  rings.  Space  science  con- 
firmed the  existence  of  the  radiation 
belts  that  affect  radio  and  television 
transmissions  (named  for  James  Van 
Allen).  Satellites  permit  worldwide 
telecommunications  and  have  greatly 
improved  weather  forecasting,  despite 
jokes  to  the  contrary.  Computerized 
image  enhancement,  developed  to 
make  visible  the  detail  in  pictures 
from  satellite  probes,  now  helps  med- 


ical technology  with  clear  images 
from  CAT  scans.  Implanted  heart 
pacemakers  use  NASA-developed 
technology. 

A  well-run,  efficiently  conceived  ci- 
vilian space  program  promises  even 
bigger  commercial  payoffs.  What's  al- 
ready been  learned  in  orbit  about  met- 
al-solidification physics  is  being  ap- 
plied by  Deere  &  Co.,  for  example, 
among  others,  to  improve  metal  cast- 
ing in  its  foundries.  The  manufacture 
of  gallium  arsenide  crystals,  for  solar 
panels  to  generate  spacecraft  electric 
power  or  for  ultra-high-speed  comput- 
er chips,  will  only  get  cheaper  as  a 
result  of  space  lab  experiments.  Same 
story  with  a  new  generation  of  drugs. 

But  be  clear:  The  work  will  be  done 
on  earth.  The  much-touted  factories 
in  space  make  no  economic  sense. 

The  trouble,  of  course,  is  that  every 
year  we  delay  increases  the  cost  of 
everything.  It  has  been  nearly  1 1  years 
since  a  planetary  probe  was  launched, 
and  the  costs  of  waiting  are  mounting. 
The  Galileo  mission  to  orbit  and  send 
a  probe  to  the  surface  of  Jupiter  will 
cost  $150  million  to  modify  to  be 
launched  by  a  shuttle  that,  as  now 
conceived,  can  no  longer  lift  as  great  a 
payload.  The  Space  Telescope,  which 
should  allow  astronomers  to  see  near 
to  the  edge  of  the  universe,  and  which 
should  confirm  humanity's  first 
glimpse  of  what  could  be  another 
planetary  system,  Beta  Pictoris,  50 
light-years  away,  is  costing  $3  million 
a  year  to  store  as  it  waits  for  a  launch. 

Talk  about  more  bang  for  the  buck. 


The  potential  payoff  in  civilian  space 
science  is  very  large,  while  the  costs 
are  relatively  small.  In  total,  solar  sys- 
tem space  science  and  more  earthly 
studies  (such  as  our  ozone  depletion 
or  even  manufacturing  research),  cost 
around  $300  million  a  year  each,  out 
of  a  total  $1  billion  annual  budget  for 
the  Jet  Propulsion  Laboratories  (and 
one-third  of  that  is  Defense  Depart- 
ment work;  see  Forbes,  June  15, 
1987).  "JPL  could  improve  its  output 
by  a  factor  of  two  or  so  times  with 
consistent  funding,"  says  the  Jet  Labs' 
chief  scientist,  Moustafa  Chahine. 
Just  as  important,  separately  funded, 
space  science  should  stand  a  better 
chance  of  being  treated  more  consis- 
tently by  Congress. 

Consider  another  juicy  benefit  from 
shaking  space  exploration  loose  of 
NASA's  tight  embrace:  cost.  General 
Dynamics,  which,  even  before  it  had 
an  order,  committed  to  building  18 
Atlas-Centaur  rocket  launchers  capa- 
ble of  launching  most  commercial 
satellites,  reckons  they  will  cost  30% 
less,  privately  handled,  than  through 
NASA's  bureaucratic  system.  And 
though  many  of  the  private  sector's 
proposals  are  pretty  naive,  there  are 
many  more  soundly  based  private 
ventures.  Examples: 

Space  Industries,  in  Webster,  Tex., 
wants  to  put  up  an  interim  space  lab- 
oratory in  the  early  1990s.  Both  Wes- 
tinghouse  and  Boeing  have  joined  this 
partnership  (total  cost:  $500  million), 
but  it  depends  on  the  shuttle  to  take 
people  up  to  tend  the  lab  at  regular 


cfi  lo  riRhl   NASA  NASA.  NASA.  NASAJH. 


July  1975 


August  1975 


A-rovin'  on  the  moon  went 
David  Scott  and  fames  Irwin 
(the  fourth  Apollo  manned 
lunar  landing)  . 


First  visit  to  U.S.  $ kylab  to 
repair  solar  panels.  Skylab 
was  abandoned  after  three 
visits  in  November  1973 


The  sole  joint  U.S.-U.S.S.R. 
space  mission  (the  Soviets 
still  use  Apollo-style 
docking  designs  filched 
from  this  mission) 


Viking  A  launched  and 
landed  on  Mars  July  1976. 
No  little  green  men  found 
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The  United 
States  is  again 
dangerously  depen- 
dent on  foreign  oil. 
A  far  more  secure  and 
reliable  choice  is  electric- 
ity made  in  America  from 
coal  and  nuclear  energy. 

Because  nuclear  energy  replaces 
foreign  oil,  it  has  become  one  of 
the  major  pillars  of  U.S.  energy 
independence. 

Going  back  to  the  great  energy 
crises  of  the  1970s,  the  price  of 
foreign  oil  has  resembled  a  giant, 
dizzying  roller  coaster  ride.  The 
availability  of  foreign  oil  has  also 
dropped  down  and  shot  back  up. 
And  we  don't  even  control  the 
roller  coaster — others  do. 

Consider  this  ominous  statis- 
tic: in  the  first  eight  months  of 
1987,  even  at  today's  low  prices, 
America  had  to  pay  over  $20  bil- 
lion for  foreign  oil.  That's  a  lot  of 
dollars  leaving  this  country,  adding 
to  an  already  huge  trade  deficit. 

Nuclear  energy 
cuts  oil  imports 

Clearly,  the  more  energy  we  use  in 
the  form  of  electricity  from  coal 
and  nuclear  energy,  the  less  oil  we 
have  to  import. 

Nuclear-generated  electricity 
has  already  saved  America  over  three 
billion  barrels  of  oil,  with  billions 
more  to  be  saved  before  the  turn  of 
the  century.  That's  why  it's  so  im- 
portant for  our  energy  self-reliance. 

More  electricity 
for  a  growing  economy 

Our  economy  needs  plenty  of  new 
electrical  energy  to  keep  on  grow- 
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Nuclear  energy 

vs. 
foreign  oil's 

lips  and  downs 


ing.  Almost  all  of  that  new  energy 
is  coming  from  coal  and  nuclear 
electric  plants. 

The  truth  is  that  nuclear 
energy  is  an  everyday  fact  of  life 
in  the  U.S.  It's  been  generating  elec- 
tricity here  for  nearly  30  years. 
Throughout  the  country  are  more 
than  100  nuclear  plants,  and  they 
are  our  second  largest  source  of 
electric  power.  As  our  economy 
grows,  we'll  need  more  of  those 
plants  to  avoid  even  more  depen- 
dence on  foreign  oil. 

Safe  energy 
for  a  secure  future 

Most  important,  nuclear  energy  is  a 
safe,  clean  way  to  generate  electric- 
ity. U.S.  nuclear  plants  have  a  whole 
series  of  multiple  backup  safety 
systems  to  prevent  accidents.  Plus 


superthick  containment  buildings 
designed  to  protect  the  public  even 
if  something  goes  wrong.  (It's  a 
"Safety  in  Depth"  system.) 

The  simple  fact  is  this:  Ameri- 
ca's energy  independence  depends 
in  part  on  America's  nuclear  energy 

For  a  free  booklet  on  energy 
independence,  write  to  the  U.S. 
Council  for  Energy  Awareness, 
P.O.  Box  66103,  Dept.  RR09, 
Washington,  D.C.  20035.  Please 
allow  2-3  weeks  for  delivery. 

Information  about  energy 
America  can  count  on 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


intervals  (humans  can't  be  left 
aboard).  Says  former  astronaut  Joe  Al- 
len, Space  Industries'  executive  vice 
president:  "No  shuttle,  and  I'm  going 
into  the  storm  door  business."  He 
may  have  to.  NASA  has  taken  to  snip- 
ing at  this  project — it  fears  it  will  be 
competition  for  the  space  station. 

GE  has  long  been  trying  to  peddle 
its  own  unmanned  free-flying  mini- 
lab.  After  completion  of  its  on-board 
experiment,  the  capsule  fires  a  retro- 
rocket,  returns  to  earth  and  is  recap- 
tured. This  technology  (old  hat  to  the 
military  for  reconnaissance  satellites) 
has  long  been  resisted  by  NASA. 

Perhaps  one  of  the  most  impressive 
benefits  from  the  billions  so  far  spent 
on  space  is  the  way  it  has  brought 
home  the  fragility  of  the  earth — that 
economic  growth  must  also  take  into 
account  preserving  the  planet.  It  is  a 
proposition,  of  course,  that  is  totally 
unquantifiable  in  accounting  terms. 
Likewise  the  value  of  having  had  hu- 
mans in  space  as  surrogates  for  the 
rest  of  us. 

For  political  reasons — dare  we  say 
even  just  for  the  pure  romance  of  it — 
there  will  always  be  a  place  for  hu- 
mans in  space  exploration.  What  trou- 
bles one  of  this  country's  most  emi- 
nent space  scientists,  and  its  more 
hard-headed  cost  controllers,  is  how 
inextricably  manned  space  flight  has 
become  linked  to  the  entire  NASA 
program.  "Would  the  U.S.  even  fund 
space  science  without  the  glamour  of 
humans  in  space?"  asks  Van  Allen. 
And  Chahinc  at  the  Jet  Propulsion 


Lab  is  also  seriously  worried  that, 
without  manned  flight,  congressional 
funding  would  dry  up  totally. 

Unfortunately,  the  risk  is  very  real. 
Unfortunate,  because  our  work  in 
space  to  date  has  made  clearer  exactly 
how  much  sense  it  makes  to  do  a  lot 
of  unmanned  experimentation  and 
exploration.  The  risk  to  human  life  is, 
of  course,  eliminated.  But  unmanned 
space  is  for  sure  more  economical. 
"At  rock  bottom,  in  almost  every 
case,  it's  quicker  and  cheaper  without 
man,"  says  Nicholas  Johnson  of  Tele- 
dyne  Brown  Engineering.  Even  in  the 
proposed  space  station,  many  experi- 
ments will  have  to  be  completed  in 
tethered  vehicles  a  long  way  from  the 
station  itself.  Even  in  microgravity  in 
orbit,  humans  moving  around  the  sta- 
tion would  disturb  the  experiments. 
Sure,  put  humans  in  space.  But  isn't  it 
painfully  obvious  by  now  that  not  ev- 
ery U.S.  space  move  needs  an  astro- 
naut or  two  tied  to  it? 

Breaking  up  NASA  would  mean 
producing  a  less  expensive,  more  fo- 
cused and  more  cost-effective  space 
effort.  Research  would  be  handled  by 
two  autonomous  bodies  (JPL  and 
Ames).  Among  other  possibilities, 
NASA  could  be  the  national  manager, 
coordinating  space  with  a  small 
(1,500)  central  staff.  The  centers  could 
be  privatized,  especially  those  in- 
volved with  equipment  programs — or 
closed  down. 

A  breakup  would  also  make  clear 
who  is  doing  what  out  there  and  what 
parts  of  it  are,  and  should  be,  paid  for 


with  Americans'  tax  dollars.  And  it 
would  allow  the  private  sector  greater 
opportunity  to  pioneer — and  to  profit 
or  to  lose  its  shirt.  Of  such  pioneering 
are  great  leaps  forward  made. 

Surprising  as  it  may  seem,  NASA 
itself  looked  at  the  idea  of  a  breakup 
back  in  1983,  says  Administrator 
Fletcher.  It  didn't  get  too  far  and  was 
shelved  as  too  difficult,  especially 
since  it  might  interfere  with  money- 
raising  for  space  on  Capitol  Hill. 

There  have  been  slight  nods  toward 
reform  of  late.  A  sober  report  came 
from  the  commission  headed  by  for- 
mer NASA  Administrator  Thomas 
Paine,  and  there  was  an  additional  one 
from  astronaut  Sally  Ride.  Neither  of- 
fered much  more  than  a  restatement 
of  the  same  old  space  policy  that's 
been  around  since  NASA  was  formed. 
Now,  after  its  third  rewrite,  the  White 
House  is  to  publish  its  response, 
which  promises  more  of  the  same: 
tinkering  with  the  problem. 

What's  needed  is  a  bold  new  start,  a 
complete  shakeup,  to  involve  the  pri- 
vate sector  to  the  fullest  economic 
extent — even  if  that  means  few  gran- 
diose space  spectaculars  on  the  night- 
ly news.  The  crack  in  the  door  al- 
lowed by  the  Reagan  Administration 
is,  after  all,  forcing  changes,  even  if  at 
a  snail's  pace.  The  outlook,  however, 
is  for  nothing  bold,  nothing  approach- 
ing that  "giant  leap  for  mankind"  en- 
visioned by  Neil  Armstrong  as  he 
stepped  onto  the  moon's  surface.  Sad- 
ly, the  outlook  is  for  settling  for  less 
and  for  muddling  through.  ■ 
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stay  on  Soviet 
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BellSouth  is 

where  the  action  is. 


It's  happening  now.  It's  happening  fast.  It's  economic  growth  and 
business  opportunities.  And  it's  all  happening  in  the  nine  Southeastern 
states  ot  the  BellSouth  region. 

Inthe  nextten  years,  population  will  boom  at  a  rate  44%  taster  than 
the  rest  ot  the  nation;  new  jobs  will  be  created  at  a  rate  20%  taster  than 
the  national  average. 

In  the  next  ten  years,  there  will  be  over  4  million  new  housing  starts 
and  about  4  million  new  jobs.  Real  personal  income  in  the  region  will 
rise  by  2.9%'per  year,  compared  to  2.7%torthe  nation. 

The  BellSouth  management  team  is  prepared  to  capitalize  on  this 
growth.  They're  committed  to  forward-looking  business  strategies  and 
new  technologies.  And  they're  determined  to  stay  ahead  of  the  grow- 
ing need  for  state-of-the-art  products  and  services  to  meet  customer 
needs  in  an  expanding  marketplace. 

Selective  acquisitions  are  a  part  of  BellSouth's  growth  plans. 
BellSouth  is  already  involved  in  new  business  opportunities  that  will 
lead  to  even  greater  revenues  nationally  and  internationally 

BellSouth  not  only  is  in  the  midst  of  the  action  but  is  helping  to 
make  it  happen. 


The  BellSouth  family  of  companies  provides  tele- 
communications, Information  systems  and  publishing 
services  through  South  Central  Bell,  Southern  Bell, 
BellSouth  Services  and  BellSouth  Enterprises. 


BELLSOUTH 


Shaping  the  future  of  telecommunicationsr 
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Venezuela  aims  to  accomplish  in  alumi- 
num what  almost  happened  in  oil — shift 
the  balance  of  economic  power  from  con- 
suming to  producing  countries. 

New  player 
in  aluminum 


By  James  Cook 


Among  the  world's  primary  alu- 
i  minum  producers,  Venezuela  is 
Lsmall  potatoes.  It  produced  a 
mere  425,000  tons  last  year,  less  than 
3%  of  world  output,  at  a  total  revenue 
of  maybe  $600  million.  But  its  insig- 
nificance may  not  last  much  longer. 
Venezuela  is  determined  to  become 
one  of  the  movers  and  shakers  of  the 
world  aluminum  industry,  to  move 
from  a  poor  seventh  place  to 
second  or  third  over  the  next 
10  or  12  years,  supplying  as 
much  as  15%  of  the  total 
world  market.  If  it  can  bring 
that  off,  the  consequences 
will  be  formidable  for  other 
producers  and  consumers 
alike. 

The  international  alumi- 
num industry  is  riding  high 
these  days.  Prices  are  up 
nearly  65%  in  the  past  12 
months,  and  most  producers 
are  making  decent  money  for 
the  first  time  in  years.  But 
Enrique  Castells,  president 
of  Venalum  (Industna  Vcnc 
zolana  de  Aluminio,  C.A.), 
Venezuela's  largest  alumi- 
num producer,  is  far  from 
overjoyed  by  the  industry's 
current  prosperity.  "We  need 
lower  prices  to  make  inroads 
on  competitive  materials," 
he  says.  "Today's  price 
|$  1,980  a  ton,  or  90  cents  a 
pound)  is  too  high.  Lower  the 
price,  and  long  term  we'll 
have  much  larger  growth." 

That's    the    formula    that 
made  aluminum  one  of  the 
it  growth   industries  fol- 
lowing World  War  II.  As  alu- 
minum   pri  idily    de- 
■n  real  if  not  always 


in  nominal  terms,  markets  grew  cor- 
respondingly. Then  the  energy  crisis 
sent  the  price  of  electricity,  alumi- 
num's main  raw  material,  skyrocket- 
ing, and  the  growth  came  to  a  virtual 
halt.  Worse,  aluminum  began  losing 
markets  to  hot  new  materials — plas- 
tics, ceramics,  composites. 

From  Castells'  standpoint,  the  eco- 
nomics to  justify  a  low-price  policy 
for  aluminum  are  indisputable.  "With 
new  low-cost  smelters,  you  can  pro- 


Venalum  President  Enrique  (  astells 

An  aluminum  company  that  makes  sense. 


duce  hot  metal  at  40  cents  a  pound. 
With  everything  else  included,  depre- 
ciation and  so  on,  you  come  up  with 
50  cents  a  pound — $1,100  a  ton.  With 
costs  like  that  we  figure  the  market 
price  should  be  about  $1,300  or  $1,400 
a  ton,  leaving  a  $200  or  $300  mini- 
mum profit." 

For  Venezuela,  of  course,  the  profit 
is  much  more.  As  Tony  Bird  of  Antho- 
ny Bird  Associates  in  London  calcu- 
lates it,  Venezuela  is  already  the 
world's  lowest-cost  producer.  Its  pro- 
duction costs  are  a  mere  36  cents  a 
pound,  vs.  44  for  Australia,  44  for 
Canada,  50  for  Brazil,  58  for  the  U.S. 
In  the  circumstances,  it's  no  wonder 
that  most  U.S.  producers  have  been 
building  capacity  overseas  and  shut- 
ting down  high-cost  plants  at  home. 
The  U.S.  has  closed  down  some  1.1 
million  tons  of  capacity,  23%  of  the 
total,  much  of  it  permanently.  Euro- 
pean producers  have  comparably  large 
cuts  in  the  works.  Japan  has  gotten 
out  of  the  business  completely. 

At  this  point,  Venezuela  has  limit- 
ed clout  in  the  market.  "We  don't 
have  enough  tonnage  to  decide  any- 
thing," Castells  says,  "but  we're  the 
lowest-cost  producer  right  now,  and 
we  aim  to  continue  to  be  that." 
That's  both  a  threat  and  a  promise. 
Venezuela  got  into  the  busi- 
ness as  far  back  as  the  1960s 
by  way  of  two  government- 
dominated  companies — Al- 
casa,  in  which  Reynolds 
Metals  has  a  15.8%  interest, 
and  Venalum,  Castells'  com- 
pany, in  which  a  consortium 
of  Japanese  companies  have 
20%.  "We  made  oil  the 
launching  pad  of  our  national 
economy,"  says  Castells. 
"We  plowed  our  petro  earn- 
ings back  into  the  develop- 
ment of  oil,  metals  and  other 
basic  industries." 

Since  then,  Venezuela  has 
been  assembling  the  pieces 
for  one  of  the  world's  largest 
and  lowest-cost  aluminum 
complexes.  It  began  making 
its  own  alumina — an  inter- 
mediate stage  in  produc- 
tion— in  1983  and  this  year 
will  get  its  own  bauxite 
mines  into  operation.  With 
10,000  megawatts  of  low- 
cost  power  available  and  pro- 
spective bauxite  mining  ca- 
pacity of  8  million  tons,  Ven- 
ezuela has  launched  an 
ambitious  expansion  pro- 
gram that  will  increase  its 
present  425,000-ton  capacity 
to  671,000  by  1989,  1.4  mil- 
lion tons  by  1997,  2  million 
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ANOTHER  FIRST 
FROM  THE  BEST 


THE  KELLY 
PC-PRO  SYSTEM 
FOR  SPREADSHEET 
TEMPORARIES. 


Now  the  Kelly  PC- Pro" System 
includes  the  three  leading 
spreadsheet  packages-in  addition  to  the  12 
leading  word  processing  software  packages. 

With  the  Kelly  PC-Pro  System  our  spreadsheet  temporaries  receive  all  the 
training,  testing  and  on-the-job  support  it  takes  to  get  the  job  done. 

The  training  and  testing  make 
sure  they're  qualified. 

On  the  job,  our  customized 
reference  guides  and  800  hot-line 
number  allow  our  temporaries 
to  complete  their  assignments 
efficiently.  And  with  minimal 
supervision. 

Kelly  was  the  very  first  tempo- 
rary help  company.  And  innova- 
tions like  the  Kelly  PC- Pro  System 
-available  in  over  700  computer- 
equipped  Kelly  offices- make  us 
the  one  to  call  to  best  meet  your 
needs  today. 


KLU 

SERVICES 

THE  FIRST.  AND  THE  BEST. 


All  brands  mcntionc-d  are  registered  trademarks  ol  these  respec- 

ompames  Microti  Corporation  Lotus  Development 

■  ■ration  Computer  Associates  International  Inc 


E  WS8  Kelly  Services  Inc 


/ 
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Create  a  new 
world  where 
the  heart  can 
help  treat  itself. 

In  North  America,  heart  disease  is 
claiming  more  lives  than  any  other 
cause. 

At  BASF,  we  looked  at  the  problem  in 
new  ways  and  saw  the  heart's 
muscle  cells  as  an  ally.  The  result  was 
a  BASF  breakthrough:  a 
cardiovascular  "wonder  drug"  No 
single  solution  to  heart  disease  exists. 
But  by  enlisting  the  body's  own 
mechanisms,  this  BASF 
breakthrough  is  helping  many 
cardiac  patients  lead  healthier,  more 
productive  lives. 

In  one  industry  after  another,  from 
health  care  to  cosmetics,  our 
broad-based  technologies  help  us 
create  new  worlds  by  seeing  in  new 
ways. 

The  Spirit  of  Innovation 


BASF 


60% 

OF  THE 

NATION'S 
TOP  CEOs 

ADMIT 
THEY  HAVE 

A  DRUG 
PROBLEM. 


CEOs  at  30  of  America's 
top  50  companies  have  ac- 
knowledged that  they  have  drug 
problems  within  their 
organizations. 

They  have  good  reason  for 
concern.  Research  shows  that 
drug  abuse  severely  cuts  the 
productivity  of  more  than  one- 
sixth  of  the  nation's  workforce. 

So  these  executives  have 
taken  two  important  steps. 
First,  they've  made  it  corporate 
policy  not  to  tolerate  drug  use, 
by  anyone  at  any  level  of  the 
company.  Second,  they're 
offering  help  to  drug  users  by 
establishing  employee  educa- 
tion, assistance,  and  drug 
treatment  referral  programs. 


If  you  feel  it's  time  your 
company  faced  up  to  its  drug 
problem,  expert  guidance  is 
available  to  help  you  compare 
model  drug  programs,  discuss 
legal  questions,  and  educate 
your  employees. 

Please  call  the  National  In- 
stitute on  Drug  Abuse  Work- 
place Helpline  for  CEOs  and 
managers:  1-800-843-4971. 
From  9:00  a.m.  to  8:00  p.m. 
eastern  time  Monday  through 
Friday. 

You'll  be  in  good  company. 


PARTNERSHIP  FOR  A 
DRUG-FREE  AMERICA 


tons  by  the  year  2000,  on  its  own  and 
in  partnership  with  companies  like 
Pechiney,  VAW  and  Alcoa. 

Venezuela  would  seem  to  be  sitting 
pretty.  Says  Castells:  "Australia  has 
bauxite  but  lacks  energy,  Canada  has 
hydrolectric  power  but  lacks  bauxite. 
Brazil  has  both,  but  its  resources  are 
dispersed.  Venezuela  has  it  all — hy- 
droelectric and  bauxite  resources  con- 
centrated within  a  350-mile  radius  in 
the  region  of  Guyana."  Labor  costs  per 
pound  run  3.2  cents  in  Venezuela,  vs. 
10  in  the  U.S.  and  10.1  in  Europe, 
according  to  Bird.  Its  power  costs  are  a 
mere  9  mills  per  kilowatt-hour,  vs.  25 
for  the  U.S.,  70  for  Japan.  "Our  power 
cost  is  10%  of  production  cost;  in  the 
U.S.  it's  30%,"  says  Castells. 

These  cost  advantages  are  no  ac- 
counting fiction.  As  Castells  calcu- 
lates it,  Venalum  had  a  return  on  as- 
sets in  1986  of  34%,  vs.  5%  for  Reyn- 
olds, 4%  for  Alcoa  and  3%  for  Alcan. 

Given  the  cost  advantages  of  a  pro- 
ducer like  Venezuela,  Castells  argues, 
the  traditional  integrated  aluminum 
company  no  longer  makes  economic 
sense.  Consuming  countries,  he  says, 
ought  to  get  out  of  primary  produc- 
tion and  create  a  new  form  of  integra- 
tion by  working  out  joint  ventures 
and  equity  arrangements  with  low- 
cost  Third  World  primary  producers. 

The  U.S.  aluminum  producers  are 


Venezuela  has  limited 
clout  in  the  market.  Says 
Castells,  "We  don't  have 
enough  tonnage  to  decide 
anything,  but  we're  the  low- 
est-cost producer,  and  we 
aim  to  continue  to  be  that." 


hard  put  to  refute  the  logic  of  Castells' 
argument,  but  are  reluctant  to  accept 
it.  Venezuela,  nonetheless,  means  to 
set  up  such  joint  ventures.  Venalum 
has  already  acquired  Belgium's  Aleur- 
ope,  in  50-50  partnership  with  Reyn- 
olds Metals.  It  has  gone  into  a  deal 
with  Venezuelan  investors  and  Kel- 
sey-Hayes  to  supply  aluminum  for 
automotive  wheels.  It  also  has  its  eyes 
on  what  Castells  calls  a  flagship  buy 
in  the  U.S. — a  major  fabricator  that 
would  become  the  nucleus  for  other 
acquisitions.  "We  will  need  to  market 
the  low-cost  aluminum  our  increas- 
ing capacity  will  yield,  and  protect 
our  additional  output  from  spot  trad- 
ing and  price  instability." 

As  Castells  sees  it,  such  deals  will 
not  only  secure  end-user  markets  for 
Venezuela  in  a  time  of  continuing 
overcapacity  but  will  help  undercut 
the  commodity  exchanges'  power  to 
set  prices,  something  the  exchanges 
have  had  since  the  producer  price  sys- 


tem collapsed  in  the  early  1980s. 

In  effect,  Venezuela  is  hoping  to 
accomplish  in  aluminum  what  has 
been  happening  in  oil.  As  the  balance 
in  economic  power  has  shifted  back 
from  the  producing  to  the  consuming 
countries,  the  producers  have  moved 
downstream  into  marketing.  Kuwait 
has  acquired  Gulf  Oil's  European 
marketing  operations  and  Venezuela 
is  eyeing  Texaco's.  Venezuela  has  also 
acquired  nine  refineries  in  the  U.S. 
and  Europe.  Saudi  Arabia  reportedly 
has  considered  buying  a  half-interest 
in  Exxon's  European  marketing  arm. 

Castells'  ambitious  expansion 
could  cost  close  to  $4  billion  before  it 
is  finished.  Given  the  low  esteem  in 
which  Latin  American  investment  is 
held  these  days,  how  does  he  expect  to 
finance  it?  By  the  same  imaginative 
strategy  Castells  is  using  to  borrow 
$100  million  for  its  current  expan- 
sion. "A  government  guarantee 
doesn't  mean  much,"  he  says,  "so  I'll 
guarantee  that  $100  million  with  a 
metal  contract  worth  about  $650  mil- 
lion in  the  eight-year  period  it  will 
take  us  to  pay  off  the  loan.  That's  a 
hell  of  a  guarantee.  Our  payment  for 
this  metal  will  go  through  the  bank. 
They'll  take  their  monthly  share,  and 
we'll  get  the  difference.  It's  the  first  in 
the  industry,  and  it's  a  scheme  for  any 
other  new  project  that  comes  up."  ■ 


Bermuda. 

A  place  that  reflects 
success. 


Reflect  on  all  of  the  reasons  why  Ber- 
muda is  the  perfect  vacation  spot;  long  pink 
beaches  beside  a  crystal  ocean,  well-tended 
tennis  courts  and  gracious  people,  and  of 
course  the  finest  golf  courses  in  all  their 
emerald-green  lushness,  all  within  two  hours 

J  most  major  eastern  cities. 
Now  you  know  why  Bermuda  is  also  the 
perfect  climate  for  a  business  meeting.  Call 
1-800-223-6106.  In  NY  1-800-223-6107  or  write: 

I  Send  me  a  Bermuda  business  meeting  brochure 

|  Bermuda  Department  of  Tourism  fb  2/88    I 

I  Attn:  Manager  of  Group  and  Incentive  Sales 

I  Suite  201, 310  Madison  Avenue.  N.Y.,  NY  10017 

l  Name i 

Company ' 

I  Address. 


ephone  ( 
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Hungry  then. . . 

1980.  Assets  $3 Billion 

We  have  sophisticated  banking  services, 

428  branches  in  a  thriving  region,  and  a 
lending  limit  approaching  $200  mi  I  lion. 
Were  gratified.  But  not  satisfied" 

Theory  has  it  that  the  bigger 
you  <>et.  the  slower  you  move.  Hut 
lidlantie  has  no  intention  of  slow- 


ing down. 


Hungry  now. 

1981  Assets  $17 Billion 

Our  increase  in  compound 
earnings  for  the  past  rive  years  has 
been  averaging  a  healthy  18%,  our 
ROE  close  to  17%  and  our  ROA  has 
exceeded  1%.  For  a  817  billion  hank, 
that's  moving  right  along. 

We  think  momentum  is  less  a 
matter  of  size  than  one  of  attitude 
and  management  style.  Areas 
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where  we  are  second  to  no  one. 

We  are  well  known  to  be 
"hungry  bankers"  who  set  demand- 
ing goals  and  exceed  them.  Who 
eagerly  seek  new  markets  and  new 
clients.  Who  know  how  to  develop 
niche  markets.  Who  know  how  to 
innovate.  And  who  offer  the  whole 
menu  of  corporate  and  retail  ser- 
vices. Gash  management,  pension 
management,  corporate  trust,  real 
estate  financing,  mortgage  banking, 
international  services,  the  works. 

The  only  other  thing  a  Super 
Regional  needs  is  a  super  region  in 
which  to  grow.  That's  certainly  not 
a  problem. 

Midlantic  couldn't  "plant" 
itself  in  a  better  region.  Economic 
expansion  in  Midlantic's  market 
outpaces  the  top  markets  in  the 
country,  including  Boston  and 
Washington.  The  income  of  our  ten 
million  neighbors  is  increasing 
1 V2  times  faster  than  the  national 
average  and  unemployment  is  at  an 
18-year  low. 

Midlantic's  offices  are 
deployed  throughout  the  heart  of  a 
250-mile  circle  considered  to  be 
"the  world's  greatest  concentration 
of  market  wealth." 


Take  a  closer  look.  For  more  information  about 

the  new  Midlantic  Corporation,  call  1-201-321-8290. 


EARNINGS 

COMPOUND 

GROWTH 

RATE 

ASSETS 

COMPOUND 

GROWTH 

RATE 

RETURN 

ON 

AVERAGE 

EQUITY 

RETURN 

ON 

AVERAGE 

ASSETS 

MIDLANTIC 

18.0% 

23.3% 

16.58% 

1.03% 

35  BANK 
INDEX* 

11.5% 

8.7%  1 12.76% 

0.63% 

•Salomon  Brothers  35  Bank  Index 


Data:  1982-1986 


We've  got  a  billion-dollar  cap- 
ital base,  the  region,  the  market 
share  and  the  people  to  make  the 
most  of  the  opportunities  being 
Super  Regional  brings.  Small 
wonder  we're  growing.  And  confi- 
dent of  the  future. 

Best  of  all,  we're  still  hungry. 

•  mmm  K  MEMBER  FDIC 

Midlantic 

TheSuper-Regonal 


Midlantic  Banks  and  Continental  Bancorp  ane 
members  of  Midlantic  Corporation. 


Numbers  Game 


When  companies  make  stock  buybacks, 
they  call  them  investments.  When  the  in- 
vestments bomb,  they  call  in  accountants. 

Losses? 
What  losses? 


By  Penelope  Wang 


Iast  September,  Hospital  Corp.  of 
_  America,  fresh  with  cash  from 
I  the  sale  of  103  acute-care  facili- 
ties, decided  to  invest  a  portion  of  the 
proceeds  in  some  of  its  own  stock.  Its 
board  authorized  a  buyback  of  12  mil- 
lion shares  at  $47  a  share.  HCA  has 
spent  $564  million  to  repurchase 
about  12  million  shares,  but  after 
Black  Monday  the  stock  plunged.  By 
year's  end  the  shares  stood  at  only 
31'/«.  So  is  HCA  now  out  $190.5  mil- 
lion on  its  investment? 

Common  sense  would  answer  with 
a  resounding  yes.  But  beyond  com- 
mon sense  lurks  the  logic  of  account- 
ing, and  according  to  current  account- 
ing principles  HCA  didn't  lose  a  pen- 
ny on  the  buyback.  Moreover,  that's 
exactly  what  the  company's  annual 
report  will  reflect. 

Call  it  the  no-risk  investment,  a 
key  reason  buybacks  have  become  the 
with-it  new  way  to  deploy  sharehold- 
er money.  In  this  en  ol  stock  market 
volatility,  no  other  use  of  money  of- 


fers firms  the  same  opportunity  to  tell 
shareholders  that  they  have  made  a 
terrific  investment — without  ever 
having  to  own  up  to  the  bad  news  if  it 
turns  sour.  Says  John  Tighe,  partner  at 
the  accounting  firm  of  Deloitte  Has- 
kins  &  Sells,  "You'd  have  to  be  a 
pretty  sophisticated  investor  to  figure 
out  that  a  company  lost  money  on  its 
own  stock." 

Many  of  the  1,500  corporations  that 
authorized  buybacks  in  1987  have 
since  seen  their  stock  prices  drop  be- 
low the  purchase  price.  But  investors 
won't  see  those  losses  in  the  financial 
statements.  Why  not?  Because  a  1938 
securities  rule,  which  effectively  pre- 
vents firms  from  speculating  in  their 
own  corporate  stock,  requires  repur- 
chased shares  to  be  held  as  treasury 
stock  or  retired. 

To  account  for  a  buyback,  either  the 
company's  assets  get  reduced  or  its 
debt  load  gets  raised  by  an  amount 
equivalent  to  the  cash  used  (or  bor- 
rowedj  to  pay  for  the  deal.  Doing  so 
reduces  corporate  equity.  But  the 
shares  that  arc  acquired  in  the  process 


Seven  buyback  losers 

Company 

Date 

buyback 

anncd 

Price  on 

day  In  ion 
anncd 

Shares  bought 

back 

(millions) 

Dec.  31 
price 

"Losses'" 
(Smillions) 

Allied-Signal 

9/25t 

4416 

27.4 

28* 

$289.3 

ITT 

4/7 

63 

8.0 

45 

40.0 

Hospital  Corp  of  Amer 

9/17 

47t+ 

12.0 

31'/s 

190.5 

Kraft 

10/1 

57'/4 

2.8 

48 

26.0* 

IBM 

2/24+ 

144  • 

19  0" 

116', 

288.9" 

drill  (irp 

4/6 

130++ 

12.5 

im 

1,118.8 

Merck 

7/28 

5.7 

158% 

94.4 

"Ii 

ed  pun 

eral  buyback  plans  In  effect 

tender 

(Estimate 

also  disappear.  "You're  simply  closing 
out  a  transaction  that  began  when  you 
issued  the  securities/'  says  Peter 
Knutson,  associate  professor  of  ac- 
counting at  the  Wharton  School. 
"There  are  no  further  losses  to  write 
down." 

It's  a  different  story  when  a  compa- 
ny buys  stock  in  another  firm.  Then, 
the  corporation  usually  counts  its  eq- 
uity holdings  as  long-term  assets.  If 
the  stock  goes  down,  those  assets 
must  be  marked  to  market  at  the  end 
of  each  reporting  period.  Moreover,  if 
there  are  significant  losses  in  that 
item,  the  firm  must  disclose  the  loss, 
often  in  a  footnote.  In  1986  the  Wil- 
liams Cos.  lost  $239.7  million,  main- 
ly because  of  a  writedown  of  its  long- 
term  investments. 

As  a  practical  matter,  the  only  real 
advantage  arising  from  a  buyback  is  to 
reduce  the  number  of  snares  out- 
standing in  the  market.  One  reason 
for  wanting  to  do  so  might  be  to  help 
guard  against  a  hostile  takeover. 
That's  what  GenCorp.,  an  aerospace 
concern,  had  in  mind  last  spring  when 
it  paid  $1.6  billion  to  acquire  12.5 
million  shares  from  the  public  at  $  130 
a  share,  only  to  see  the  stock  price 
eventually  decline  to  22  Vi  by  year's 
end  anyway. 

Alternatively,  the  purpose  of  a  buy- 
back  might  be  simply  to  ginger  up  the 
stock.  This  could  occur  if  a  company's 
business  generates  more  net  income 
than  the  yield  available  on  T  bills,  for 
example,  or  perhaps  short-term  certif- 
icates of  deposit.  In  that  case,  earnings 
per  share  would  go  up  and  (presum- 
ably) the  stock's  price  would  subse- 
quently rise. 

Though  buybacks,  practically 
speaking,  amount  to  little  more  than 
zero-sum  games,  such  companies  as 
ITT,  Kraft  and  IBM  now  routinely  re- 
fer to  them  instead  as  "investment 
opportunities"  and  "good  buys."  Says 
a  spokesman  for  Burlington  Indus- 
tries, "We  feel  that  our  stock  repur- 
chases are  an  attractive  investment 
and  an  excellent  opportunity  to  build 
shareholder  value."  Burlington  autho- 
rized the  buyback  of  up  to  5  million 
shares  after  the  market  crash. 

And  small  wonder  it  did  so,  since 
current  accounting  rules  offer  so  few 
useful  clues  that  buybacks  can  just  as 
easily  be  a  waste  of  money  as  a  clever 
use  of  it.  Says  Jerry  Castellini,  vice 
president  at  Kemper  Financial  Ser- 
vices: "Anytime  you  make  an  invest- 
ment with  corporate  assets  and  lose 
money,  it's  a  loss  to  shareholders  and 
poor  use  of  corporate  capital." 
Shouldn't  accounting  rules  reveal  this 
important  truth,  rather  than  help  ob- 
scure it?  ■ 
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Taxing  Matters 


Edited  by  Laura  Saunders 


Tax  reformers  aimed  at  rich  doctors.  They 
may  end  up  hitting  every  corporation  tha 
subcontracts  any  kind  of  business  service. 


Overkill 


By  Janet  Novack 


factor  in  the  pension  benefits  provid- 
ed to  "leased"  workers  when  calculat- 
ing if  their  own  pension  plans  are  fair 
to  lower-paid  employees.  A  plan  that 
isn't  "fair"  can  lose  its  tax-favored 
status.  The  problem,  says  Stone,  is 
that  the  IRS'  definition  of  a  leased 
employee  is  so  broad  that  IBM  will 

may  end  up  bitting  every  corporation  that  have  to  worry  about  the  pension  bene- 

fits  of  outside  accountants  and  law- 
yers— to  name  but  a  few.  Subcontract- 
ing arrangements  such  as  those  that 
are  routine  among  defense  contrac- 
tors would  be  thrown  into  a  morass  of 
red  tape.  Since  defense  contractors 
form  different  teams  for  different  proj- 
ects, companies  could  even  end  up 
responsible  for  the  pension  benefits  of 
their  competitors.  What's  more,  the 
1986  act  extended  and  toughened 
antidiscrimination  rules  for  health  in- 
surance and  other  perks.  The  irony  is 
that  employers  with  the  most  gener- 
ous benefits  for  their  regular  employ- 
ees could  have  the  biggest  problems 
with  the  new  law. 

"The  regulations  are  broad.  There's 
no  doubt  about  that,"  answers  IRS 
attorney  Michael  Garvey.  But,  he 
says,  Congress  wanted  broad  rules 
and  even  gave  the  IRS  power  to  close 
loopholes  it  didn't  specify.  "The  tax 
bar  is  very  creative.  Congress  would 
design  a  statute  to  close  an  abuse  and 
the  bar  would  find  a  way  to  get  around 
it.  So  Congress  just  said,  'IRS,  sit 
down  and  try  to  close  some  anticipa- 
tory loopholes.'  " 

But  the  IRS   may  find  loopholes 
where   others    see   normal   business 
practice.  For  example,  the  household 
moving  industry  has  re- 
lied for  decades  on  driv- 
ers who  own  and  oper- 
ate  their   own    trucks. 
The  IRS  says  that  com- 
panies  must   count  an 
independent  contractor 
as  a  leased  employee  un- 
less he  owns  equipment 
with    a    replacement 
,  I    value  of  more  than 
df/    $60,000— an       arbi- 
/     trary  figure.  If  the  rule 
goes      through,       says 
North    American    Van 
Lines    Executive     Vice 
President  Martin  Weis- 
sert,    companies   might 
give  independents  bene- 
fits  and  raise  rates  or 
cut  benefits  for  regular 
employees. 

Presumably,  IBM  will 
survive.  But  some  small 
businesses  may  find  it 
more  trouble  than  it's 
worth  to  provide  benef  1 1  s 
to  their  employees.  ■ 


W'hat  is  a  "leased  employee"? 
The  answer  is  somewhat  ob- 
scure, but  on  it  may  hang  a  lot 
of  trouble  with  the  Internal  Revenue 
Service  for  a  lot  of  businesses. 

The  mess  started  when  Congress 
moved  to  prevent  rich  doctors  from 
setting  up  tax-exempt  pension  plans 
for  themselves  while  excluding  their 
lower-paid  nurses  and  clerks.  By  law, 
a  pension  plan  isn't  supposed  to  dis- 
criminate against  lower-echelon  em- 
ployees. But  M.D.s  were  firing  their 
nurses  and  "leasing" 
them  back  from  sepa- 
rate companies  with 
skimpy  or  no  pension 
benefits.  Although  oth- 
er small  businessmen 
used  the  same  trick,  the 
doctors  in  particular 
raised  the  politicians'  (§jt, 
hackles. 

Congress  attacked  the 
ploy  in  1982,  1984  and 
again  in  the  tax  over- 
haul of  1986.  Now  the 
IRS  has  proposed  regula- 
tions (due  for  a  Feb.  25 
public  hearing)  to  en- 
force the  laws.  But  in- 
stead of  using  a  scalpel 
to  excise  the  offending 
practice,  the  lawmakers 
wielded  a  carving  knife, 
and  the  rule  writers  , 
used  a  machete.  /y. 

IBM  Senior  Cor-      :' 
porate  Counsel  \ 

Robert  Stone  is 
chairman  of  the  Erisa 


Industry  Committee,  a  group  of  big 
employers  that  attempts  to  keep  up 
with  the  unimaginably  complex  200- 
plus  pages  of  the  tax  code  concerned 
with  pensions.  Stone  is  worried.  If  the 
rules  are  adopted  as  is,  he  says,  they'll 
limit  companies'  flexibility  to  decide 
whether  to  use  their  own  employees 
or  a  subcontractor  for  various  parts 
and  services.  Of  course,  it's  just  this 
sort  of  leeway  American  business 
needs  to  stay  competitive  with  Japan, 
where  the  practice  of  farming  out 
work  is  widespread. 
The  rules  aim  to  force  employers  to 
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Taxing  Matters 


Edited  bv  Laura  Saunders 


Dealsters  strapped  for  cash  have  been  giv- 
ing out  funny-money  preferred.  The  really 
funny  part  starts  when  the  IRS  arrives. 


Odd  lots 


I's  there  any  PIK  in  your  portfolio? 
Maybe  you  should  sell  it.  It  could 
i cause  quite  a  headache. 
So-called  pay-in-kind  preferred 
stock  is  the  latest  thing  for  merger 
moguls  with  more  imagination  than 
cash.  Investors  have  received  it  in  a 
slew  of  buyouts  in  the  last  18  months, 
usually  as  the  stock  leg  of  a  cash-and- 
stock    deal.    Among    them:     Allied 


Stores,  Fruehauf,  Harcourt  Brace  Jo- 
vanovich,  Southland  and  Viacom. 

A  glance  at  the  stock  columns 
shows  amazing  yields  for  the  securi- 
ties: Fruehauf 's  recently  was  47.5%. 
But  despite  the  apparent  yields,  "PIKs 
are  not  very  wonderful  pieces  of  paper 
to  own,"  says  Peter  Canellos,  merger 
tax  expert  at  New  York  attorneys 
Wachtcll  Lipton  Rosen  &  Katz.  One 


reason:  enough  tax  complications  to 
keep  you  dizzy  for  years. 

The  complications  arise  because  of 
PIKs'  peculiar  structure.  PIK  issuers 
have  the  option  of  paying  no  cash 
dividends  for  a  period,  generally  five 
years;  the  dividends  consist  of  more 
shares  of  the  preferred.  After  this  fal- 
low period  PIKs  begin  cash  dividends 
and/or  can  be  redeemed  for  cash. 
"Prices  [of  leveraged  buyouts]  have 
got  so  high  that  [issuers]  need  an  in- 
strument they  can  default  on  for  three 
to  five  years,"  explains  Coopers  & 
Lybrand  tax  partner  David  Goodrich. 

First  problem:  You  have  to  pay  tax 
currently  on  the  value  of  those  paper 
dividends,  even  though  there's  no 
cash  in  hand  to  pay  it.  You  will  also 
have  to  keep  an  elaborate  set  of  books 
to  calculate  the  capital  gain  when  you 
sell  your  position.  The  tax  basis  of 
each  quarter's  dividend  shares  will  be 
different  from  the  others  because  of 
shifts  in  the  market  price  of  the  PIK. 

Far  worse  is  the  potential  trouble — 
big  trouble — from  the  rules  on  "origi- 
nal issue  discount."  Here  a  word  from 
the  IRS  could  wreck  the  PIK  market. 
These  rules  say  that  if  a  preferred 
stock  is  issued  at,  say,  $80  this  year, 
and  is  redeemed  by  the  issuer  at  $100 
two  years  hence,  the  $20  increase  is 
not  a  capital  gain.  It  is  considered  a 
dividend,  and  the  holder  has  to  count 


Where  we  got  the  idea  that  something  small 

could  be  powerful. 
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$10  each  year  as  taxable  income. 

PIK  preferred  dividend  shares  are 
affected  because  their  issue  price  is 
the  market  value  when  the  dividend 
goes  out.  And  this  market  value,  typi- 
cally, is  at  a  big  discount  to  face  value. 
Thus  the  spread  is  an  original  issue 
discount  taxed  in  equal  parts  over  the 
period  the  PIK  is  outstanding. 

To  illustrate:  Fruehauf  stockhold- 
ers got  PIK  preferred  with  a  face  value 
of  $25  in  the  cash-and-stock  buyout  in 
late  1986.  Although  the  shares  will  be 
redeemed  at  $25  when  they  mature  in 
16  years,  they  recently  traded  at  just 
7%.  Now,  follow  this:  Last  June  30, 
each  Fruehauf  PIK  share  begot  0.0368 
of  another  share  in  a  quarterly  divi- 
dend. If  at  that  point  you  held  1,000 
shares  of  Fruehauf  PIK  preferred  you 
received  36.8  new  shares.  Each  of 
those  new  shares  was  worth  $20.38  on 
the  date  of  issue.  Each  gave  rise  to 
$20.38  of  immediate  dividend  in- 
come, and  will  create  another  $4.62  of 
original  issue  discount  (the  difference 
between  market  value  and  face  value) 
over  the  next  15V2  years. 

Confused?  It  gets  worse.  Suppose 
you  kept  all  1,036.8  shares.  Come 
Sept.  30,  the  next  dividend  yielded 
38.2  new  shares.  The  market,  mean- 
while, had  dropped:  Each  new  share 
was  worth  only  $14.63.  Each  of  these 
new  shares  will  give  rise  to  $10.37  of 


WMAU 

Chas  B.  Slackman 

dividend  spread  over  15'A  years. 

The  tally  so  far:  1,000  shares  with 
their  own  original  issue  discount 
computation;  36.8  shares  with  a  dif- 
ferent discount  being  amortized  over 
15'/2  years;  and  38.2  shares  with  yet  a 
third  discount  being  amortized  over  a 
shorter  period. 

What  if  you  want  to  sell?  Alas,  your 
broker  can't  write  up  just  a  single 
order  ticket.  According  to  Robert  Wil- 
lens,  senior  vice  president  at  Shearson 
Lehman  Brothers,  an  issue  of  a  PIK 


preferred  may  not  be  one  security  but 
dozens.  That's  because  the  amortiza- 
tion schedule  is  inherited  by  the  new 
owner  of  a  dividend  share.  Instead  of 
simply  buying  Allied  Stores  PIK  pre- 
ferred, he  would  have  to  ask  for  "Al- 
lied Stores  preferred  issued  Mar.  31, 
1988"  or  some  such.  This  may  come 
as  a  shock  to  unsuspecting  holders. 

There  is  some  hope  issuers  can  end- 
run  this  monumental  problem  by  ap- 
pealing to  another  tax  rule.  If  PIK  pre- 
ferreds  are  "instantly  callable,"  mean- 
ing they  can  be  redeemed  at  any  time 
by  the  company,  they  are  exempt 
from  amortization  of  original  issue 
discount.  That  would  make  the  origi- 
nal stock  and  its  generations  of  off- 
spring all  interchangeable.  PIKs  have, 
indeed,  been  typically  labeled  "imme- 
diately redeemable"  in  prospectuses. 
But  that  doesn't  make  them  so,  says 
Willens:  "It  would  be  absolutely  im- 
possible to  redeem  most  of  them  im- 
mediately. They  have  numerous  bank 
covenants  that  would  never  allow 
such  a  thing." 

There's  also  a  chance  that  political 
pressures  or  the  distraction  of  other 
new  tax  code  complexities  will  keep 
the  IRS  from  meddling  with  PIKs  al- 
ready issued.  Don't  count  on  any  such 
grandfathering,  however.  Unless  you 
like  accounting  nightmares,  forget 
PIKs.  Buy  something  else. — L.S. 


What  we  did  with  it. 


You  won't  hear  it  say  vroom,  but  the 
MultiSpeed™  HD  is  one  of  the  fastest  and  most 
powerful  laptop  computers  around. 

What's  it  got  under  the  hood?  The  NEC 
16-bit  V-30  processor  and  a  20  megabyte  hard 
disk.  Which  means  it  performs  at  90%  of  the 
level  of  an  original  AT  class  PC.  And 
it's  PC  compatible. 

What's  more,  the  MultiSpeed  HD  has  a 
brilliant  backlit  EL  screen.  So  you 
can  easily  read  it  anywhere 
choose  to  use  it. 


And  when  you're  on  the  move,  the 
Multi's  easy  to  handle. 
With  switchable  battery/ AC  power. 
For  product  literature  or  the 
MultiSpeed  dealer  nearest  you  call 
1-800-447-4700.  Or  for  technical  details 
call  NEC  Home  Electronics  (USA)  Inc. 
at  1-800-NEC-SOFT. 
We  think  you'll  agree  that  the  Multi- 
Speed  HD  is  one  hot  little  machine. 

MultiSpeed  HD 

Take  the  Multi  and  run. 
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Conrail  and  other  railroads  will  continue 
to  do  well  enough,  if  Congress  has  the  sense 
to  leave  well  enough  alone. 

How  not  to  run 
the  railroads 


By  James  Cook 


1ESS  THAN  A  YEAR  AFTER  Consoli- 
_  dated  Rail  Corp.  went  public  in 
I  the  largest  initial  public  stock 
offering  in  U.S.  history,  its  feisty  boss, 
L.  Stanley  Crane,  is  worried  that  Con- 
gress is  about  to  legislate  Conrail  and 
the  rest  of  the  railroad  industry  back 
into  bankruptcy. 


Crane's  labor  in  transforming  an 
amalgam  of  bankrupt  railroads  that 
had  been  taken  over  by  the  federal 
government  into  a  viable  independent 
property  ranks  as  one  of  the  great 
managerial  triumphs  of  the  postwar 
era.  But  now  a  group  of  shippers,  pri- 
marily in  the  utility  and  coal  indus- 
tries, complains  that  they're  the  help- 
less captive  of  the  railroad  octopus, 


and  are  trying  to  persuade  Congress  to 
reregulate  the  industry.  Crane  reck- 
ons their  proposal  could  cost  Conrail 
$400  million  in  revenues  and  wipe 
out  the  $270  million  or  so  Conrail 
earned  last  year.  "You  take  away  $400 
million  in  revenues,"  he  says,  "and 
there's  no  way  I  could  take  $400  mil- 
lion of  expenses  out  of  the  company 
unless  I  abandon  a  hell  of  a  lot  of  track 
out  there." 

Crane,  now  72,  is  understandably 
proud  of  what  he  has  accomplished  at 
Conrail  in  the  nearly  eight  years  since 
he  retired  as  head  of  Southern  Rail- 
way, now  Norfolk  Southern.  From  his 
headquarters  in  Philadelphia,  he  not 
only  got  the  company  back  on  its  feet 
but  he  made  it  one  of  the  most  effi- 
cient and  aggressively  managed  rail- 
roads in  the  U.S.  today.  Conrail's  op- 
erating ratio — expenses  as  a  percent- 
age of  revenue — went  from  106%  in 
1980  to  87.2%  in  1986. 

Thus  did  Conrail  move  out  of  the 
red  and  solidly  into  the  black,  from  a 
1980  operating  loss  of  $188  million  to 
a  1986  operating  profit  of  $403  mil- 
lion— $359  million  if  you  eliminate 
various  temporary  employee  benefit 
and  tax  concessions.  Conrail  did  so 


Ul's  I   Startle}  I  rum- 
Plenty  of  reasons  Jot  optimism— apocalypse  aside. 
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ONLY  22,463  DAYS 
UNTIL  RETIREMENT. 


Seems  like  an  eternity. 

But  the  fact  of  the  matter  is  today  people  are  retir- 
ing sooner  than  ever. 

The  average  retirement  age  is  now  615,  not  65. 
And  it's  getting  even  lower. 

It's  a  trend  that  has  employers  worried. 

Because  as  more  and  more  workers  retire,  employ- 
ers end  up  paying  more  and  more  in  post-retirement 
benefits. 

At  the  CIGNA  companies,  we  have  a  solution. 

We've  developed  a  variety  of  voluntary,  portable 
payroll  deduction  plans  that  help  relieve  the  employ- 
er's post-retirement  financial  burden. 

In  each  of  these  programs,  employees  are  given 
the  opportunity  to  plan  for  a  financially  secure  retire- 
ment at  economical  group  rates. 

They  can  choose  from  contemporary  insurance 
programs  like  Group  Universal  Life  that  not  only 
provide  benefits  at  retirement,  but  allow  access  to 
accumulating  funds  during  working  years  as  well. 


There  are  also  other  options  available. 

Like  savings  and  investment  vehicles. 

Family  insurance  coverages. 

Supplemental  disability  plans. 

All  these  employee-paid  benefits  supplement, 
and,  in  some  cases,  replace  existing  programs,  helping 
to  reduce  an  employer's  post-retirement  costs. 

We'll  handle  initial  enrollment,  ongoing  plan 
management,  and  all  employee  communications, 
tailoring  each  program  to  minimize  employer 
administrative  time.  We've  even  implemented  a  toll- 
free  hotline  to  answer  employee  questions. 

For  more  information  about  how  we  can  help  with 
the  post-retirement  cost  problem,  write  CIGNA  Corp., 
Dept.  R12,  One  Logan  Sq.,  Phila.,  PA  19103. 

Employee  Marketing  will  benefit  you  and  your  employ- 
ees now.  And  22,463  days  from  now.  | 

It's  one  more  example  of 
CIGNA's  commitment  to  person- 
alized service  to  business. 


Benefits  are  provided  by  Connecticut  General  Lite  Insurance  Company.  Life  Insurance  Company  of  North  America  and  INA  Life  Insurance  Company  of  New  York.  CIGNA  companies 


Out  hen-  a  Mur.ua  lax  is  used  to  communicate  everything  from  production  figures  to  drilling  maps.  Even 
letters  home.  Fifteen  years  ago  Murata  was  a  pioneer  in  the  fax  market.  Today  we  are  a  leader  with  a  complete 


i  Mr  the  location  nearest  you.  h  Taas.QM) 392-1622 


"IN  THE  NORTH  SEA, YOU  CAN 
,,  ^r"  COUNT  ON  GALE-FORCE  WINDS,  HEAVY  SEAS, 

'  ^*"v '  and  Your  murata  fax  machine. 


•  - 


line  of  compact,  feature  packed,  easy-to-use  machines.  They're  extraordinarily 
reliable  too  Which  is  critical,  even  if  your  office  isn't  in  the  middle  of  nowhere. 

MURATA 

DeterminedToBeNumberOne. 
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despite  a  $224  million  drop  in  reve- 
nues, to  $3.1  billion.  In  the  process, 
Conrail's  share  of  the  eastern  railroad 
freight  market  gradually  expanded. 

Special  dispensations  from  most  of 
the  parties  involved  were  crucial  to 
Conrail's  turnaround — $3.28  billion 
in  government  money,  state  and  fed- 
eral tax  concessions,  authority  to 
cease  passenger  operations,  scrap 
9,300  miles  of  track  and  let  go  35,000 
freight  employees.  Most  important  of 
all,  Crane  wrung  major  wage  conces- 
sions from  the  labor  unions,  all  of 
which  ended  as  Conrail  prepared  to  go 
public. 

With  those  things  going  for  it,  what 
made  Conrail  so  imposing  a  player  in 
the  current  transportation  game  was 
the  Staggers  Act  of  1980.  Staggers  ef- 
fectively deregulated  railroad  pricing 
for  the  first  time  since  the  turn  of  the 
century.  The  act  was  the  govern- 
ment's long  overdue  recognition  that 
the  railroads'  once-vaunted  transpor- 
tation monopoly  was  no  more.  Costs 
and  competition  would  henceforward 
determine  the  industry's  price  struc- 
ture. The  impact  of  that  act  turned 
the  industry  upside  down. 

For  one  thing,  the  Staggers  Act  per- 
mitted a  railroad  to  cancel  the  joint 
rates  it  had  with  connecting  railroads 
if  it  couldn't  make  money  on  them. 
That's  a  matter  of  no  small  impor- 
tance, considering  that  half  of  a  rail- 
road's business  may  be  interchanged 
with  somebody  else's. 

In  the  old  days,  as  Crane  explains,  if 
you  carried  a  shipment  half  the  total 
distance,  you  got  half  the  revenues — 
no  matter  whether  you  incurred  half 
the  costs.  Conrail  and  its  predecessors 
had  complained  for  decades  that,  with 
its  high  terminal  costs,  it  got  the  short 
end  oi  the  stick  in  dividing  the  reve- 
nues with  other  railroads.  Staggers  en- 
abled Conrail  to  cancel  joint  rates 
right  and  left  and  reprice  its  service  to 
cover  i  c^ts  As  former  head  of  South- 
ern, one  of  the  offending  connections, 
(.  r.inc  knew  where  all  the  bodies  were 
buried.  "It  wasn't  rates  that  mattered, 
it  was  the  divisions,"  Crane  chortles 
"That's  where  the  money  came 
from 

Regulation  had  also  forced  the  rail- 
roads to  equalize  rates  over  all  avail- 
able routes  between  the  same  points 
lless  ot  cost.  Staggers  put  an  end 
to  that  as  well.  Conrail  began  setting 
its  rates  to  reflect  the  cost  ot  handling 
the  business  It  that  meant  some  ot  its 
rates  seemed  prohibitively  high,  why, 
better  not  to  carry  something  at  all 
than  to  carry  it  at  a  loss 

Equally    important,    the    railroads 
tor  the  tirst   time  tree  to  otter 
contract     rates,     which    now    l 


roughly  40%  of  Conrail's  total  traffic. 
Such  rates  were  generally  lower  than 
regular  rates,  and  they  went  to  ship- 
pers who  could  guarantee  certain  vol- 
umes of  traffic  under  certain  condi- 
tions. This  enabled  both  shippers  and 
the  railroads  to  plan — to  spend  money 
on  things  like  equipment  and  termi- 
nals because  the  revenues  to  justify 
them  were  assured. 

In  going  after  the  now  booming 
stack-train  business,  for  instance, 
Conrail  could  offer  shippers  like 
American  President  Cos.  fixed  rates 
for  the  service  under  long-term  con- 
tracts. This,  in  turn,  enabled  Ameri- 
can President  to  buy  its  own  equip- 
ment for  the  double-stack  service  and 
Conrail  to  spend  the  money  to  in- 
crease railroad  tunnel  clearances  to 
accommodate  the  double-stack  cars. 

"If  you  do  away  with 
Staggers,  trucks  will  take 
all  the  business.  There 
won't  be  revenues  to  support 
the  railroads,  and  the 
industry  will  go  bankrupt — 
not  over  the  short  term  but 
the  long  term — and  that's  no 
exaggeration." 

Because  contract  rates  are  confiden- 
tial, the  railroads  could  also  offer  one 
rate  to  one  customer  and  a  different 
rate  to  another.  "Such  secrecy  has  al- 
lowed us  to  offer  an  individual  shipper 
something  we  could  never  offer  if  we 
had  to  make  it  available  everywhere." 
Here's  an  example  of  this  new  free- 
dom in  action. 

One  midwestern  utility  threatened 
that  if  Conrail  didn't  cut  rates  to  one 
of  its  power  plants,  the  utility  would 
use  the  plant  for  peaking  rather  than 
for  base  load  purposes.  Such  a  move 
would  have  cut  its  coal  needs  sharply, 
but  now  Conrail  had  room  to  maneu- 
ver. Sooner  than  lose  the  traffic,  Con- 
rail cut  its  rates  sharply  in  Novem- 
ber— "more  than  I  like  to  admit," 
Crane  concedes — enabling  it  to  keep 
the  business. 

For  Conrail  and  the  industry,  dereg- 
ulation hasn't  meant  an  opportunity 
to  raise  rates  at  the  customers'  ex- 
pense. Quite  the  contrary.  Truck 
competition  has  been  so  fierce  that  on 
a  9.4%  drop  in  revenue  ton  miles  be- 
tween 1981  and  1986,  Conrail's  total 
revenues  dropped  a  disproportionate 
11.6%.  But  Conrail's  costs  per  reve- 
nue ton  mile  tell  even  faster,  so  that 
the  traffic  Conrail  did  carry  was  in- 
creasingly profitable.  Without  the 
ability  to  tailor  prices  and  service  and 
so  undercut  the  competition,  Crane 
says,  the  industry  would  never  have 


survived  the  1982  recession. 

Deregulation,  then,  played  a  critical 
role  in  reestablishing  Conrail's  (and 
the  industry's)  competitiveness,  en- 
abling Conrail  to  emerge  from  govern- 
ment ownership  last  spring.  The  mar- 
ket quickly  recognized  what  Crane 
had  accomplished.  Offered  initially  at 
28,  Conrail  shares  rose  to  a  high  of 
40%  before  settling  back  after  the  Oc- 
tober crash  to  around  29. 

But  now  Congress  threatens  to 
undo  all  Crane  has  accomplished. 
Last  fall  a  House  subcommittee  re- 
ported out  a  bill,  the  Consumer  Rail 
Equity  Act  (HR  1393),  that  would  ef- 
fectively repeal  Staggers.  How?  Let  us 
count  the  ways.  It  would: 

•  force  the  railroads  to  establish 
joint  rates; 

•  grant  access  to  terminals  and  re- 
ciprocal switching  arrangements  at 
the  request  of  any  shipper  or  compet- 
ing railroad; 

•  shift  the  burden  of  proof  for  the 
reasonableness  of  rates  from  the  ship- 
per to  the  railroads; 

•  pass  through  to  shippers  the  cost 
savings  resulting  from  improvements. 

In  short,  HR  1393  would  remove 
the  very  marketing  tools  that  have 
been  so  effective  in  putting  the  indus- 
try back  on  its  feet.  "If  you  do  away 
with  Staggers,  trucks  will  take  all  the 
business,"  Crane  says.  "There  won't 
be  revenues  to  support  the  railroads, 
and  the  industry  will  go  bankrupt — 
not  over  the  short  term  but  the  long 
term — and  that's  no  exaggeration." 

Does  Crane  seriously  believe  rereg- 
ulation  is  a  possibility?  He  does,  and 
he's  been  stumping  the  country  for 
months  now  trying  to  alert  everyone 
involved  to  the  danger. 

Apocalypse  aside,  Crane  sees  plenty 
of  reason  for  optimism.  Last  year,  he 
says,  turned  out  to  be  much  better 
than  anybody  hoped.  And  he  hopes  to 
do  about  as  well  in  1988,  especially 
since  he's  expected  to  retire  at  year- 
end.  True,  the  auto  and  coal  indus- 
tries look  softer  than  last  year,  but 
traffic  otherwise  looks  promising,  and 
truck  competition  seems  likely  to 
moderate  a  bit. 

Conrail's  a  pure  transportation  op- 
eration, without  any  diversification  at 
all,  and  its  broadly  balanced  traffic 
base  is  rooted  in  the  Northeast's  tradi- 
tional manufacturing  economy.  "The 
rust  belt  is  coming  back,"  Crane  says. 
"No  question  about  it.  The  steel  in- 
dustry has  come  back.  USX  is  even 
reactivating  their  foreign  sales  organi- 
zation, and  they're  going  to  start  to 
export  steel  again.  If  we  price  our- 
selves properly  and  they  don't  reregu- 
late  us,  we  ought  to  be  able  to  get  our 
share  of  the  business."  ■ 
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Machining 
the  Machines 


Building  a  machine  as  sophisticated  as  a  Pratt  &  Whitney  jet  aircraft 
engine  requires  equally  sophisticated  machining. 

Pratt  &  Whitney  relies  on  Fansteel-VR/Wesson-Plantsville  to  supply 

the  close  tolerance  cutting  edge  for  many  of  its  most  sophisticated, 

proprietary  machine  tools.  That's  because  Fansteel-VR/Wesson- 

Plantsville  has  earned  the  reputation  for  being  the  "versatile" 

supplier  of  both  standard  and  special  tooling  packages. 

VR/Wesson  toolholders,  milling  cutters,  rotary  tooling,  special  form 
carbide  inserts  and  special  form  grinding  tools,  supported  by  a  state- 
of-the-art  machine  shop,  are  all  designed  to  meet  the  most 
demanding  tooling  needs  of  virtually  any  customer. 

Machining  the  machines  . . . 


just  one  more  reason  it  will  pay  you  to  know  more  about  us. 


r^anstecl 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


Marketing 


Edited  by  Jeffrey  A.Trachtenberg 


For  years  Heineken  has  been  the  top-selling  import  in  the  U.S. 
Now  it  looks  like  it's  losing  the  top  spot  to  a  Mexican  brew  that  did 
a  lot  of  things  right  while  Heineken  sneered. 


Beer  blunder 


By  Claire  Poole 


Let  •  Van  Mum  bingjr 

Drowning  in  what  he  calls  "Mexican  soda  pop. 


I'n  early  1933  Leo  Van  Munching 
was  an  ambitious  31 -year-old  bar- 
ikeep  on  a  Dutch  steamer  bound 
for  New  York.  He  heard  that  a  top 
executive  from  the  Heineken  brewery 
was  on  board  and  made  it  his  business 
to  meet  him.  The  executive  was  so 
impressed  with  Van  Munching's  En- 
glish and  his  energy  that  he  hired  the 
young  man  to  help  introduce  the  brew 
to  American  beer  drinkers.  When  Pro- 
hibition was  repealed  as  expected  la- 
ter that  year,  Van  Munching  was  back 
on  the  steamer — not  as  a  bartender, 
but  as  a  passenger — along  with  this 
country's  first  50  cases  of  Heineken 
beer  and  the  exclusive  rights  to  im- 
port it. 

When  World  War  II  ended,  Van 
Munching  &  Co.,  Inc.  saw  to  it  that 
Heineken  was  one  of  the  first  import- 
ed beers  to  return  to  the  States.  Its 
sharp  marketing  kept  it  the  top-sell- 
ing imported  beer  in  the  U.S.,  ac- 
counting for  almost  a  quarter  of  the 
U.S.  import  market.  It  was  chal- 
lenged, but  never  successfully,  by 
such  tough  competitors  as  Beck's 
from  Germany,  Kirin  from  Japan  and 
Molson  from  Canada. 

And  what  a  wonderful  market  to 
own.  Beer  drinkers  could  pick  from 
400  imports,  but  they  seemed  to  pre- 
fer Heineken.  Although  domestic 
beer  sales  have  been  flat  since  1982, 
foreign  import  sales  have  grown  65%, 
to  9.4  million  barrels. 

But  now  Heineken  is  slipping.  Its 
sales  last  year  were  down   15%,  to 
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John  &  Fisher 
General  Chairman  and 
Chief Exea  itkv  Officer. 
Nationu  iae®  liisi  in  nice 
Columbus.  Ohio 


"Discover  Columbus... Nationwide  Insurance  Did." 


Jolm  Fisher  isproiid  that  Columbus  is  the  u  vrld head- 
quarters of  the  Nationu  ide® family  of  companies,  a 
$20  billion  international  complex  of  more  than  125 
companies. 

"Columhusisan  ideal  setting  for  us.  The  strong  diversity 
of  its  local  economy  offers  a  remarkably  stable  business 
climate.  Wat's  why  so  many  insurance  and  financial 
sen  ice  industries  are  here,  too. 

And  the  quality  of  life  in  Columbus  is  second  to  none. 
Tljefijie  educational,  cultural  and  research  facilities 
contribute  to  an  exciting  and progressii  v 
ei  u  iro)  imet  it.  Our  Columbus  Zoo,  for 
example,  is  truly  world-class,  known  for 


DISCOVER 
COLUMBUS 


its  an  Yiirl-u  inning  breeding  program  for  rare  and  endan- 
gered species:  the  clxetah,  lowland  gorilla,  polar  bear, 
Jamaican  boa  constiictor  and  'American  bald  eagle, 
to  name  just  a  few. 

Columbus  offers  tlx  best  of  both  u  vr/ds — a  clean,  i  ibrant 
cit) '  of  oaring  citizens  and  a  u  >ealth  of  in/  ioi  atii  e 
commercial opporiunities." 

Discoi  er  u  wi  5  that  you  ma\  ■  iiu  'est  in  a  city  that 
is  read)  ii  ig  itself  for  the  21st  cei  Ui  in  >. 

Write.  Central  Ohio  Marketing  Council 

P.O.Box21722 
Columbus,  Ohio  43221-0722 
Phone.  1-800-341-4441 
In  Ohio.  1-614-222-8596 


I.CO-C      HI 


Six  scenes  from  a  rare  species,  a  Heineken  TV  commercial 

As  media  spending  decreased,  so  did  the  brand's  market  share. 


Marketing 


their  1982  level,  and  its  market  share 
of  imported  beers  went  from  38%  to 
23%.  In  just  three  years  Corona  Extra, 
brewed  by  Cerveceria  Modelo,  S.A.  in 
Mexico  City,  has  exploded  to  become 
the  number  two  imported  beer,  with 
18.9%  of  the  market,  sweeping  past 
Molson  and  Beck's,  the  other  top  con- 
tenders. Corona,  number  one  in  Mexi- 
co, is  now  within  five  percentage 
points  of  Heineken  in  the  U.S. 

Corona's  growth  is  even  more  ex- 
traordinary considering  that  it  is  now 
fully  distributed  in  (ewer  than  35 
states.  Market  analysts  say  that  later 
this  year — after  Corona  expands  into 
New  England  and  New  York,  Heine- 
ken's  stronghold — nothing  will  keep 
the  Mexican  brew  from  pushing  the 
Dutch  beer  off  its  perch. 

What  caused  Heineken  to  slide? 
Van  Munching's  biggest  mistake  was 
slashing  its  advertising  budget.  Ac- 
cording to  Leading  National  Advertis 
ers,  a  New  York  City-based  research 
group,  Heineken's  media  buying  fell 
78%  in  the  last  three  years,  from 
$13.2  million  in  the  first  three  quar- 
tera  oi  1985  to  $2.9  million  for  the 
same  period  in  1987.  Ads  on  network 
radio  and  television  and  in  newspaper 
supplements  were  cut  entirely,  while 
magazines  and  spot  television  ads 
were  trimmed  by  more  than  70%. 

Van  Munching's  reasoning  is  sim- 
ple: The  weakening  dollar  meant  sac- 
rificing either  ad  spending  or  profit 


margins.  With  the  dollar  weak,  it 
costs  Van  Munching  more  to  buy  the 
product  from  Heineken  in  Amster- 
dam. So,  the  importer  says,  it  has  less 
to  spend  on  media  buys  if  it  is  to 
maintain  profit  margins.  Logical  but 
dumb.  Van  Munching  should  have 
been  willing  to  hold  market  share 
even  at  the  cost  of  profits.  Why?  Be- 
cause no  beer  brand  has  regained  mar- 
ket dominance  once  it  began  sliding. 

Corona,  of  course,  had  the  peso 
working  for  it  just  as  Heineken  had 
the  guilder  working  against  it.  It 
smartly  decided  to  use  the  decrease  in 
its  import  costs  to  strengthen  its  ad- 
vertising. And  it  correctly  saw  that 
the  increasing  popularity  of  Mexican 
food,  which  naturally  goes  down  nice- 
ly with  Mexican  beer,  was  helping, 
too.  "The  new  import  drinkers  are 
less  loyal.  They're  looking  for  new 
experiences  and  new  sensations," 
says  Michael  Bellas,  Beverage  Market- 
ing Corp.'s  president.  During  the  first 
three  quarters  of  1987  Corona  spent 
$2.9  million  promoting  its  brand,  a 
245%  increase  over  the  same  period 
in  1986. 

Rather  than  update  its  stodgy  two- 
year-old  campaign  (the  tag  line:  "Sat- 
isfy your  thirst  for  the  best"),  Van 
Munching  settled  for  more  point-of- 
purchase  promotional  campaigns, 
such  as  specially  priced  12-  and  24- 
pack  "suitcase"  containers.  But  also 
because  of  that  weak  dollar,  Van 
Munching  raised  prices  by  $1.25  a 
case.  A  six-pack  of  Heineken  today  at 
Gelson's  Market  in  Los  Angeles  costs 
$5.75;  a  six-pack  of  number  two  seller 
Corona  is  $5.19;  a  six-pack  of  number 


three  seller  Molson  Golden  is  $4.79. 
Price  alone,  of  course,  is  not  decisive, 
but  by  cutting  advertising  spending 
Heineken  missed  the  chance  to  per- 
suade buyers  that  its  brand  was  worth 
the  extra  money. 

Although  some  marketing  people 
predict  that  fuller-bodied  beers  will  be 
the  consumer  choice  of  the  future, 
Heineken  has  not  pushed  its  own  dark 
beer  very  much.  This  is  strange,  con- 
sidering the  success  of  such  competi- 
tors as  Bass  Ale,  an  English  import 
that  had  its  sales  grow  26%  last  year, 
to  1 .9  million  cases — despite  a  price  of 
$6.49  per  six-pack. 

Leo  Van  Munching  Jr.,  the  son  of 
Van  Munching's  founder,  angrily  de- 
nies that  Heineken  is  losing  its  grip. 
"Complacent?  Anybody  who  says 
that  doesn't  know  me,  doesn't  know 
our  organization,"  he  replies.  He  re- 
fers to  the  challengers  as  "Johnny- 
come-latelies  that  are  bringing  in 
Mexican  soda  pop." 

In  January  Leo  Van  Munching  fired 
Lintas  New  York,  his  advertising 
agency  for  seven  years.  Van  Munching 
complains  that  Lintas  failed  to  devel- 
op a  satisfactory  new  campaign  after 
four  tries.  Retorts  Spencer  Plavoukos, 
Lintas'  chief  executive:  "When  the 
market  changes  and  there  is  increased 
competition,  some  clients  panic." 
The  new  agency,  Warwick  Advertis- 
ing, is  working  on  a  campaign  aimed 
at  younger  beer  drinkers. 

There  is  a  word  for  what  got  Heine- 
ken into  difficulties.  Complacency. 
Mexican  beer  may  be  soda  pop  to  Van 
Munching,  but  it's  a  trendy  brew 
throughout  yuppiedom  today.  ■ 
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When  it  comes  to  innovation 

in  freight  transportation, 

everybody  follows  our  lead 


The  CF  Company's  reputation  as  a  leader 

is  based  on  the  simple  fact  that  we've  opened  up  a  lot  of 

new  highways  in  the  world  of  freight  transportation. 

It  all  started  years  ago  when  Consolidated 

Freightways,  our  long-haul  motor  freight  division 

became  the  first  truly  nationwide  trucking  company. 

Later,  we  were  the  first  to  create  a  comprehensive 

freight  transportation  network  that  included  Canada, 

Alaska,  Hawaii,  Mexico,  Puerto  Rico  and  the  Caribbean 

Closer  to  home  we  pioneered  the  use  of  doubles. 

We  were  also  the  first  to  pre-assign  pro  numbers  to 

simplify  tracing.  While  today,  our  computer  center 

in  Portland  is  the  most  extensive  in  the  industry.  As  you 

can  see,  the  CF  Company  is  a  hard  act  to  follow. 

But  our  competitors  will  just  have  to  get  used  to  it. 


COnSOLIDflTED 
FREIGHTUJRVSjnC 


The 
Company 


Miles  aheaD 


Can  a  new  company 

become  part  of  half  of 

America's  office 

buildings  in  just 

three  years? 

One  can. . . 
The  name  is  Magnelek. 

If  you're  reading  this  in  your  office,  chances  are 
you're  less  than  10  feet  away  from  one  of  our 
products. 

Because  many  products  you  use  every  working 
day  have  our  products  built  into  them.  Like  fluores- 
cent lighting  ballasts  (over  200,000  went  into  the 
World  Trade  Center  alone),  printer  and  tape  drive 
motors,  office  machine  and  microwave  oven  trans- 
formers, elevator  drives,  air-conditioning  motors, 
standby  generators,  computer  power  supplies,  and 
transformers  for  the  building  itself. 

We've  assembled  some  of  the  best-known  names 
in  the  electrical  equipment  business.  Names  that 
touch  every  industry,  most  American  homes,  and 
nearly  half  the  offices,  hospitals,  schools,  shopping 
centers  and  government  facilities  in  the  nation. 

In  a  little  over  three  years,  we've 
grown  from  an  idea  into  an  $850 
million  business.  The  idea?  Make 
the  best  electrical  equipment  in 
the  world  and  treat  customers  as    J 
if  they  run  the  company  — 
because  at  Magnelek,  they  do. 


M 


Magnelek 


The  new  first  name  in  electrical  equipment. 

For  more  information,  including  a  copy  ol  our  Annual  Report, 

write  Magnelek,  [n<  .  Illll  Santa  Monica  Blvd.,  Los  Angeles.  CA  90025. 

Or, all  1-800-541-9997. 

Offices  and  planis  located  ihroughoui  the  U.S.  and  abroad. 
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Motors  and  Generator* 
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Science  &  Technology 


Edited  by  Gary  Slutsker 

Why  do  technology  pioneers  have  trouble 
running  companies?  Consider  Mark  Ain, 
inventor  of  the  electronic  time  clock. 


"I'm  a  bad 
manager 


ii 


By  Laura  Jereski 


W1  alter  Brown  had  prob- 
lems—12,000  of  them.  That's 
how  many  clerks,  stockboys 
and  salespeople  there  are  at  Marshall 
Field,  where  he  is  chief  operating  offi- 
cer. It  used  to  take  a  dozen  people 
working  40-hour  weeks  just  to  tally 
time  sheets  at  the  end  of  every  pay 
period  and  then  feed  the  payroll  infor- 
mation into  the  retailer's  mainframe 
computer 

Walter  Brown's  problem  became 
Mark  Ain's  opportunity.  Ain,  44,  a 
computer  science  graduate  of  MIT 
and  an  MBA.  from  the  University  of 
Rochester,  founded  Kronos  Inc.  in 
Waltham,  Mass.  in  1979  to  automate 
the  antiquated  chore  of  monitoring 
how  much  time  employees  spend  on 
the  |ob.  Ain's  basic  invention  is  an 
electronic  time  clock. 

Marshall  Field  em- 
ployees now  punch  one 
of  Ain's  clocks.  A 
$500,000-plus  Kronos 
system  called  Time- 
keeper Central  feeds  the 
clock  data  to  a  main- 
frame, which  figures 
wages  based  on  the 
retailer's  pay  scales  and 
work  rules,  and  reports 
the  information  to  per- 
sonal computers  in  the 
chain's  17  stores.  Gone 
are  the  time-totalers.  In- 
stead, the  Kronos  system 
takes  less  than  three 
minutes  to  transmit  the 
data  to  the  computer 
payroll  program.  Sav- 
ings: $220,000  a  year  in 


wages,  and  more  from  improved  pro- 
ductivity and  slashed  overtime. 

Ain  has  built  a  $21-million-a-year 
business  selling  products  like  Time- 
keeper to  an  impressive  group  of  cus- 
tomers that  includes  Marriott  Hotels 
and  Hospital  Corp.  of  America.  But 
for  all  his  technical  knowhow,  Ain 
couldn't  engineer  a  profit  for  his  fi- 
nancial backers,  and  now  he  has  been 
forced  to  share  day-to-day  control  of 
the  company  with  a  former  paper 
company  executive.  Ain  still  retains 
the  title  of  chairman  and  his  family 
owns  20%  of  the  private  company, 
valued  at  perhaps  $5  million.  But  his 
story  is  a  cautionary  tale  for  any  in- 
ventor with  dreams  of  building  a  com- 
pany to  market  his  brainchild. 

Back  in  1974  Ain  was  looking  for  a 
technologically  backward  industry  in 
which  he  could  compete  with  some 


kn»i<»  Mark  Ain  at  Sheraton  Tara  Hotel  m  Braintree,  Mass 

First  you  find  a  technologically  backward  industry. 


gizmo.  He  hit  on  the  venerable  time 
clock  business,  which  had  remained 
virtually  unchanged  since  Edward 
Watkins  built  a  popular  time-record- 
ing device  nearly  100  years  ago. 

The  leader  for  years  in  this  field  was 
Simplex  Time  Recorder  Co.,  the  firm 
Watkins  founded.  In  1958  Simplex 
eliminated  a  major  competitor  by  pur- 
chasing from  IBM  the  original  time- 
clock  business  that  Thomas  Watson 
Sr.  had  acquired  early  in  the  century 
and  turned  into  a  computer  company. 
For  decades  Simplex  had  been  peace- 
fully sharing  a  $100  million  market 
for  electromechanical  time  clocks 
with  Cincinnati  Time  Recorder  and 
other  firms.  Then  came  Ain,  and  com- 
panies like  Westinghouse  and  GE  be- 
gan to  junk  their  old-fashioned  $400 
clocks  and  replace  them  with  Kronos' 
$1,000  electronic  versions. 

By  1979  Ain  was  peddling  a  time 
clock  controlled  by  software  instead 
of  springs,  which  the  employee  logs 
onto  when  he  punches  in  a  time  card. 
The  software  was  later  updated  to  rec- 
ognize a  magnetic  ID  card.  Pro- 
grammed with  a  company's  work 
rules,  the  Kronos  clock  would  keep 
more  precise  records  than  any  me- 
chanical device. 

While  the  sleepy  old  competitors 
scrambled  to  develop  electronic 
clocks,  Ain  was  already  developing 
full-blown  computer  systems  to  ma- 
nipulate the  data  from  his  clocks. 
With  a  product  like  Timekeeper  Cen- 
tral, managers  could  schedule  em- 
ployees, track  them  at  any  moment 
and  print  reports  on  them — actually 
account  for  their  time.  At  Marshall 
Field's,  for  example,  store  managers 
avoid  paying  overtime  by  using  the 
computer  to  schedule  employees  first 
who  haven't  yet  worked  a  full  week. 
Yet,  despite  Ain's  technical  tri- 
umph, Kronos  was  los- 
ing money.  By  1987  it 
had  accumulated  losses 
of  $2  million.  Last  year 
it  resorted  to  an  account- 
ing gimmick  to  show  a 
profit  that  otherwise 
wouldn't  exist — capital- 
izing a  part  of  its  1987 
software  development 
costs  instead  of  expens- 
ing them. 

Investors,  including 
Drexel  Burnham's  ven- 
ture capital  unit  and 
New  England  Capital, 
were  getting  restless, 
and  why  not?  An  initial 
public  stock  offering  be- 
fore the  Oct.  19  crash 
could  have  raised  $50 
million.     Instead,     Ain 
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went  in  for  a  private  placement  and 
raised  $3  million  for  some  stock. 

Mark  Ain's  problem  was  that  he 
was  too  concerned  with  growth  to 
think  about  profits.  He  concedes: 
"I'm  a  bad  manager." 

Early  on,  Ain  had  insisted  on  build- 
ing a  national  network  of  94  sales  and 
service  offices;  many  were  staffed 
with  former  Simplex  and  IBM  em- 
ployees. But  Ain  didn't  know  how  to 
harness  his  salespeople  to  make  mon- 
ey. He  set  quotas  so  low  that  a  year 
ago,  when  Kronos'  board  finally  re- 
cruited an  outsider  to  run  the  compa- 


ny day  to  day,  one  of  the  first  things 
he  did  was  to  raise  the  sales  quotas  by 
60%,  which  the  sales  force  easily  met. 

While  Ain  was  reluctant  to  cut  costs, 
the  new  chief  operating  officer,  Yagiv 
Kadar,  52,  plucked  from  a  Boston-area 
paper  company,  has  been  an  effective 
hatchet  man.  First  on  the  chopping 
block:  15  longtime  employees,  origi- 
nally hired  by  Ain. 

Meanwhile,  Ain  is  back  doing  what 
he  prefers — developing  new  products. 
The  $3  million  issue  will  help  fund 
development  of  a  new  product  called 
Jobkeeper,  which,  in  addition  to  time- 


keeping, helps  managers  put  a  price 
tag  on  the  labor  content  of  employees' 
work.  Ain  hopes  it  will  be  helpful  to 
factory  managers,  to  lawyers  in  bill- 
ing clients  and  to  hospitals  in  keeping 
track  of  doctors  for  reimbursement. 

"Mark  is  an  innovator,"  explains 
Kronos  board  member  Sam  Rubino- 
vitz,  senior  vice  president  at  EG&G, 
the  high-tech  firm,  who  was  recruited 
by  investors  as  a  kind  of  faculty  advis- 
er for  Ain.  "But  he  was  less  interested 
in  the  internal  runnings  of  the  busi- 
ness." It  is  a  rare  technocrat  who  can 
invent  and  manage  simultaneously.  ■ 


Teaching  computers 

Can  computers  learn?  Most  are 
pretty  dumb.  But  there  are  over 
200  firms  now  feverishly  developing 
so-called  neurocomputer  systems 
that  seek  to  mimic  thought  processes 
of  the  human  brain.  Explains  Edward 
Rosenfeld,  editor  of  Intelligence,  a 
New  York  newsletter:  "In  five  years, 
standard  neurocomputing  systems 
will  be  integrated  into  personal  com- 
puters with  integrated  circuit 
boards." 

One  of  the  few  neurocomputer  sys- 
tems companies  with  an  actual  prod- 
uct is  Nestor,  Inc.,  a  tiny  Providence, 
R.I.  firm  founded  by  two  Brown  Uni- 
versity physicists  and  backed  by  Saul 
Steinberg's  Reliance  Insurance.  Nes- 
tor's products — from  the  $1,595  Nes- 
torWriter  software  and  digitizing  tab- 
let to  the  $25,000  Development  Sys- 
tem for  certain  minicomputer 
workstations — help  computers  to  rec- 
ognize patterns  visually  and  then 
"learn"  to  improve  their  performance. 
Software  is  being  tested  for  uses  that 
range  from  reading  handwritten  num- 
bers on  checks  to  visual  inspection  of 
nuts  and  bolts. 

Take,  for  example,  the 
potentially  enormous 
market  for  computers 
that  could  decipher  hu- 
man handwriting.  Com- 
panies like  General  Elec- 
tric and  Sears,  Roebuck 
would  dearly  love  such  a 
computer.  Right  now 
most  companies  use  hu- 
man operators  to  read 
checks  and  to  type  the 
amounts  into  their  ac- 
counts receivable  com- 
puter systems. 

If  only  computers 
could  learn  to  recognize 
patterns  the  way  scien- 
tists believe  children 
do — by  drawing  on  a 
body  of  experience  to  in- 


fer ways  of  recognizing  similarities 
and  ignoring  differences  among  like 
patterns.  That  is  different  from  the 
way  conventional  computers  recog- 
nize things — by  simply  matching  ob- 
served patterns  with  those  pro- 
grammed in  memory. 

Nestor's  founders  have  come  up 
with  a  way  to  teach  a  personal  com- 
puter to  learn  with  a  particular  set  of 
internal  learning  rules.  Say  you  want 
it  to  identify  the  numeral  4.  Hand- 
written 4s  come  in  all  shapes — some 
are  open  at  the  top,  some  closed.  Nes- 
tor's breakthrough  is  software  that 
lets  an  ordinary  nonprogrammer 
teach  the  computer  as  if  it  were  a 
child — by  constantly  expanding  the 
number  of  examples.  If  the  first  4  the 
computer  is  taught  to  recognize  has 
an  open  top,  the  teacher  can  show  the 
computer  how  to  recognize  closed-top 
4s  by  writing  examples  on  a  digitizing 
tablet. 

Nestor's  founders  are  Leon  Cooper, 
a  Nobel  laureate  in  1972  for  his  work 
in  superconductivity,  and  Charles  El- 
baum,  both  currently  physics  profes- 


Nestor  Cochairman  Leon  Cooper 
But  can  it  remember  a  face? 


sors  at  Brown.  The  two  men  have 
been  working  since  the  early  1970s  on 
computers  that  function  more  like 
the  human  brain.  They  formed  a  lim- 
ited partnership  in  1975  to  commer- 
cialize the  idea  and  took  Nestor  pub- 
lic in  December  1983. 

One  of  Nestor's  customers,  Banc- 
Tec,  Inc.  of  Dallas,  which  supplies 
IBM  and  other  companies  with  opti- 
cal and  magnetic  recognition  equip- 
ment, is  in  the  process  of  teaching  a 
microcomputer  to  read  handwritten 
figures  on  checks.  After  two  months 
of  feeding  thousands  of  dummy 
checks  into  the  computer,  its  perfor- 
mance has  improved  dramatically.  At 
first  the  Nestor  software  was  able  to 
read  just  1  out  of  3  checks;  of  the 
checks  the  system  read,  it  made  errors 
on  5  out  of  200.  Now  BancTec's  com- 
puter is  recognizing  two-thirds  of  the 
checks  and  making  errors  on  only  1 
out  of  200  of  those. 

"Once  the  system  learns  to  recog- 
nize the  writing  on  4  out  of  5  checks, 
with  a  margin  of  error  of  1  check  in 
1,000,  we  will  begin  marketing  them 
to  banks,"  says  Ivan  Markowitz,  a 
vice  president  at  BancTec.  Even  if 
20%  of  the  checks  still  have  to  be 
£jj|££2Jj£Si£  read  manually,  the  labor 
savings  will  more  than 
justify  the  cost  of  using 
the  system. 

Though  Nestor  is  pub- 
licly held,  the  company 
isn't  setting  Wall  Street 
on  fire.  In  fiscal  1987, 
ended  in  June,  it  lost  $1.9 
million  on  minuscule 
revenues  of  $126, 000.  No 
surprise  that  its  stock,  at 
23/4,  is  valued  at  less  than 
half  its  1987  peak.  Yet 
for  investors  with  pa- 
tience, a  long-term  pay- 
off may  lie  buried  in  this 
seeming  dozer.  In  Greek 
myth,  remember,  Nes- 
tor was  celebrated  for 
long  life  as  well  as  wis- 
dom.— Ignatius  Chithelen 
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Tie  chose  the  phone  that's  a  terminal.  He  chose  the  terminal  that's  a  phone. 

She  wanted  a  timesaving  on-screen  directory  with  one  button  dialing,  and 
auto  log-on  access  to  electronic  mail. 

He  needed  a  full-function  DEC  VT-220*  compatible  workstation. 

They  both  selected  Northern  Telecom's  Displayphone*  220.  It  combines 
the  efficiency  of  an  advanced  phone  and  the  productivity  of  a  workstation  in  one 
compact,  elegant  and  inexpensive  desktop  tool. 

The  integrated  voice/data  terminal  of  choice.  Call  1-800-558-9936. 
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Knowing  a  foreign  language  will  doubt- 
less help  you  perform  once  you  win  a 
foreign  assignment.  But  it  wont  help  you 
get  the  assignment. 

Ici  on  parte 

bottom-line 

responsibility 


country  came  out  as  "Pepsi  brings 
your  ancestors  back  from  the  dead." 

No  telling  whether  Pepsi  would 
have  avoided  the  gaffe  had  someone 
on  its  marketing  staff  been  fluent  in 
Thai.  What's  not  debatable  is  this:  At 
a  time  when  U.S.  businessmen  should 
be  beating  bushes  from  Belgium  to 


By  Dyan  Martian 


Remember  when  PepsiCo  intro- 
duced its  "Come  Alive!  You're 
in  the  Pepsi  Generation"  slo- 
gan in  Thailand  in  the  mid-1960s? 
The  initial  translation  that  made  bill- 
boards   (and    headlines)    around    the 


Bangladesh  for  new  orders,  foreign 
language  skills  are  among  the  least 
important  factors  in  decisions  on  ex- 
ecutive advancement.  "Another  lan- 
guage is  helpful,  of  course,"  advises 
Linda  Ulrey,  a  spokesman  for  Procter 
&.  Gamble  Co.,  "but  it's  certainly  nev- 
er a  requirement." 

The  international  division  of 
Moran,  Stahl  &  Boyer  in  Boulder, 
Colo.,  which  trains  Americans  for 
overseas  posts,  recently  polled  51 
large  U.S.  multinational  companies 
about  what  they  look  for  in  candi- 
dates for  overseas  postings.  Among  1 1 
criteria  on  the  questionnaire,  foreign 
language  ability  ranked  10th.  Heading 
the  list  were  qualities  like  technical 
knowledge  and  interpersonal  skills. 

Why,  when  the  dollar  is  cheap  and 
increasing  foreign  sales  should  be  a 
national  priority,  doesn't  foreign  lan- 
guage skill  command  a  premium  in 
the  job  market?  Several  reasons.  For 
one  thing,  over  the  last  two  centuries 
English  has  evolved  into  the  lingua 
franca  of  the  international  business 
community.  This  evolution  may  slow 
as  the  relative  weight  of  English- 
speaking  countries  in  the  world  econ- 
omy falls.  But  it  will  not  stop. 

A  second  reason  is  this:  According 
to  senior  human  resource  executives 

Phil  Huling 
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HOW  TO  GET  YOUR 
AIR  TRAVEL  PAYMENT  SYSTEM 
OFF  THE^S  GROUND. 


Is  your  company's  method  of  paying 
for  air  travel  unwieldy,  inefficient  and  a 
little  behind  the  times?  If  so,  you  should 
know  that  over  100,000  companies, 
including  half  the  Fortune  500,  now  pay  for 
air  travel  with  an  Air  Travel  Card  charge 
account.  Because  it's  the  most  simple, 
cost-efficient  payment  system  available  for 
your  company. 

Convenient 

The  Air  Travel  Card  Payment 
System™  is  easy  to  use.  Whoever  makes 
the  reservation  (whether  it's  you  or  your 
travel  agent),  simply  bills  the  airfare  to 
your  account  number.  If  you  prefer,  you 
can  issue  cards  to  employees. 

Customized, 
Centralized  Billing 

Air  Travel  Card's  one  statement 
covers  all  corporate  air  travel  on  all 
airlines,  and  you  may  qualify  for  billing 


that  includes  coding  air  charges  by  cost 
center,  client  or  project ,  or  itemized  billing 
by  department. 

Credit  Without 
Credit  Card  Abuse 

The  Air  Travel  Card  account  gives 
you  complete  control  over  one  of  your  most 
important  travel  expenditures.  You  decide 
who  uses  the  system  and  when.  The  Card 
can't  be  used  for  gifts,  meals  or 
entertainment. 

Automatic  Insurance 

Anyone  charging  their  ticket  to  an  Air 
Travel  Card  account  receives  $100,000  air 
travel  insurance  automatically,  plus  world- 
wide medical  consultation  benefits  at  no 
extra  cost.  Additional  protection  plans 
with  up  to  $25,000  rental  car  coverage 
worldwide  and  up  to  $5,000  lost  or  stolen 
baggage  insurance  are  available  at  a  low 
annual  cost* 


No  Annual  Fee 

The  Air  Travel  Card  account  has  no 
annual  fee.  So  unlike  other  cards,  you  get 
unlimited  use  of  the  account  without  a  per 
card  or  per  account  fee.** 

To  apply  for  an  Air  Travel  Card 
account,  or  for  more  information: 

Call  Toll-Free 

1-800-222-4688 

(In  the  District  of  Columbia,  call  626-4224) 


AIR  TRAVEL  CARD 


♦Account  must  be  with  a  U.S.  or  a  non-U.S.  contractor  airline  participating  in  the  insurance  program. 
**Amount  of  refundable  deposit  or  fee,  if  required,  varies  by  airline. 


Just  the  ticket 
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at  15  big  U.S.  multinationals  polled 
by  Los  Angeles'  International  Search 
Associates  for  Forbes,  most  corporate 
employers  believe  that  a  good  busi- 
nessman can  be  taught  a  foreign  lan- 
guage more  easily  than  a  person  who 
speaks  a  foreign  language  can  be 
taught  to  be  a  good  businessman. 

Once  a  company  has  chosen  an  ex- 
ecutive to  go  abroad,  the  expatriate- 
to-be  is  often  packed  off  to  a  language 
cram  school — Berlitz  International 
(owned  by  Macmillan),  perhaps,  or 
one  of  several  college  language  cen- 
ters. Among  the  better  are  Dartmouth 
College's  Language  Outreach  and 
Middlebury  College's  language 
schools.  During  a  ten-day  summer 
session  at  Dartmouth,  for  example, 
executives  get  a  class  on  vocabulary,  a 
lecture  on  culture  and  spend  the  rest 
of  their  ten-hour  day  getting  drilled  in 
their  new  tongue.  For  $1,200,  stu- 
dents get  tuition,  room  and  board  and 
come  out  better  prepared  to  converse 
than  undergrads  taking  the  same 
number  of  class  hours. 

Some  companies  are  opting  to  by- 
pass Berlitz  or  Middlebury  and  send 
their  executives  to  what  is  now  com- 
ing into  vogue,  a  culture  camp.  These 
are  run  by  organizations  such  as 
Moran,  Stahl  and  International  Orien- 
tation Resources,  of  Northbrook,  111. 

Culture  camps  offer  language  crash 
courses.  But  they  also  prepare  execu- 
tives, and  in  some  cases  their  fam- 
ilies, for  the  etiquette  and  business 
practices  common  to  their  new  lo- 
cale. (Berlitz  also  offers  cultural  orien- 
tation programs.)  Never  cross  your 
legs  and  show  the  sole  of  your  shoe  to 
an  Arab.  Always  avert  your  eyes  when 
speaking  to  an  elder  or  business  supe- 
rior in  Japan.  Politely  decline  when 
offered  baksheesh  by  an  Indonesian 
supplier.  That  sort  of  thing.  These 
cultural  immersion  camps  typically 
run  anywhere  from  a  few  days  to  a 
couple  ot  weeks.  At  Moran,  Stahl  a 
six-day  language  and  culture  immer- 
sion course  costs  about  $1,800,  not 
including  room  and  board. 

Reflecting  the  patterns  of  interna- 
tional trade  and  capital  flows,  the  lan- 
guage and  culture  schools  report  a 
booming  business  in  Asian  programs. 
Moran,  Stahl's  Michael  Tucker  says 
company  requests  for  programs  in 
Mandarin,  fapanese  and  Korean  are  up 
35%  in  the  last  year.  Berlitz,  too,  has 
added  several  teachers  of  Japanese  and 
Mandarin  Chinese  to  meet  demand. 

Like  any  school,  the  language- 
schools  are  as  good  as  their  students 


are  dedicated.  A  young  aerospace  ex- 
ecutive who  took  the  cultural  semi- 
nar at  Moran,  Stahl  on  his  way  to 
Korea  was  told  by  his  employer  that 
English  would  be  universally  spoken 
at  his  new  job.  So  he  skipped  the  lan- 
guage studies.  When  he  arrived  he 
found  that  only  7  of  his  group  of  30 
knew  any  English  at  all.  Laments  the 
young  executive,  "I  wished  I  had 
worked  harder  on  my  Korean." 

Though  learning  a  foreign  language 
from  scratch  in  a  hurry  was  by  far 
"the  most  grueling,  most  stressful 
task  I've  ever  undertaken,"  Arthur 
Andersen  partner  David  Glavin  has 
studied  hard  and,  he  says,  benefited 
greatly.  Dispatched  as  a  computer 
systems  consultant  to  Puerto  Rico 
(1974-77)  and  then  to  Sao  Paulo,  Brazil 
(1977-79),  Glavin  and  his  wife  took 
three-week  "total  immersion" 
courses  in  Spanish  and,  later,  in  Por- 
tuguese. (The  Glavins  used  Berlitz.) 

Culture  camps  offer  crash 
courses  in  language 
and  foreign  etiquette. 
Never  cross  your  legs  and 
show  the  sole  of  your  shoe 
to  an  Arab.  Always  avert 
your  eyes  when  speaking 
to  an  elder  or  senior 
businessman  in  Japan. 
Politely  decline  when 
offered  baksheesh  by  an 
Indonesian  supplier. 

Both  times  he  felt  the  cram  courses 
pushed  him  to  a  basic  level  of  speak- 
ing and  comprehension  that  he  could 
tine-tune  once  on  location. 

Key  in  all  this  are  qualities  that  all 
promising  executives  have,  regardless 
of  where  they  work:  the  genuine  de- 
sire to  learn  and  communicate,  and 
the  self-confidence  to  make  mistakes 
and  respect  subordinates'  back- 
grounds. Paul  Aron,  who  has  acquired 
a  working  knowledge  of  Japanese  and 
is  vice  chairman  emeritus  of  Daiwa 
Securities  America,  the  U.S.  arm  of 
the  huge  Japanese  brokerage  house, 
demonstrates  becoming  modesty 
when  he  says:  "English  is  an  interna- 
tional language,  but  it  isn't  the  inter- 
national language." 

In  Puerto  Rico,  recalls  Arthur  An- 
dersen's Glavin,  he  asked  a  Venezue- 
lan who  had  just  tranferred  there  if  he 
was  homesick.  But  it  came  out,  "Do 
you  have  a  sick  house?"  There  was 
some  office  mirth  at  Glavin's  ex- 
pense. But  in  the  long  run  this  and 
dozens  of  other  mistakes  helped  make 
Glavin  more  accessible,  more  human, 
to  his  foreign  subordinates. 

Even  though  Arthur  Andersen  asks 


that  all  employees  have  command  of 
English,  Glavin  didn't  opt  for  the  easy 
way  out.  For  the  first  year,  he  insisted 
his  co-workers  speak  in  their  native 
language.  "Otherwise,  I  would  have 
been  an  outsider,"  he  explains.  Now, 
several  promotions  later,  Glavin  is  off 
to  Korea  as  a  computer  consultant.  He 
and  his  wife  have  just  finished  their 
crash  course  at  Berlitz  in  Korean.  "If 
you  know  their  language,"  says  Gla- 
vin, "you're  miles  ahead." 

Does  Glavin  think  he'd  have  done 
better  in  his  career  had  he  paid  more 
attention  to  foreign  languages  as  a 
student?  Hardly.  College  language 
studies  did  little  to  give  him  the  con- 
versational skills  needed  for  business. 

Now  here's  a  curious  fact.  While 
few  U.S.  businesses  place  any  premi- 
um on  foreign  language  ability,  a  for- 
eign posting  has  become  more  impor- 
tant than  ever  for  executive  advance- 
ment. Du  Pont  &  Co.'s  Herbert 
Horst,  a  recently  retired  senior  em- 
ployee relations  adviser,  calls  a 
"highly  symbolic"  move  the  recent 
elevation  of  two  Du  Pont  executives 
from  foreign  assignments  to  key  cor- 
porate roles.  Gerald  Blumberg,  presi- 
dent of  Du  Pont-Japan,  was  promoted 
to  vice  president  international,  and 
Robert  Luft,  based  in  Geneva,  was 
made  group  vice  president  interna- 
tional, a  position  that  had  been  based 
in  Wilmington.  According  to  Horst, 
this  represents  the  company's  goal  to 
boost  foreign  sales  ($10.8  billion  in 
1986)  by  10%  by  1990. 

Another  example  is  Baxter  Tra- 
venol  Laboratories,  where  overseas 
assignments  have  led  directly  to  the 
top  jobs.  Chief  Executive  Vernon 
Loucks  has  spent  4  of  his  22  years  at 
the  company  in  Brussels.  President 
Wilbur  Gantz  spent  ten  years  in  Bel- 
gium and  Mexico.  The  betting  is  that 
tomorrow's  top  executives  at  Baxter 
will  have  done  time  overseas,  too. 

What  of  that  old  fear  among  expatri- 
ates— out  of  sight,  out  of  mind?  Gla- 
vin says  it  doesn't  hurt  to  have  a 
friend  in  high  places  at  headquarters, 
just  to  make  sure  one's  contributions 
aren't  overlooked  or  miscredited.  But 
then,  that's  true  whether  the  posting 
is  Osaka  or  Omaha. 

It's  inevitable.  As  new  technology 
smashes  old  barriers  between  markets 
and  turns  the  Western  World  into  a 
global  marketplace,  the  importance  of 
the  cosmopolitan  executive  will  only 
grow.  Perhaps  employers  will  some- 
day pay  a  premium  for  foreign  lan- 
guage skills.  Daiwa  America's  Paul 
Aron  hopes  so.  "American  companies 
put  little  premium  on  language,"  he 
notes.  "And  see  how  they're  doing 
overseas."  ■ 
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Our  two-room  suite  is  putting  the 
squeeze  on  Marriott  and  Hyatt 
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^hen  it  comes  to  two  rooms  of  luxury, 
Hyatt.  Marriott  and  Sheraton  just  ain't 
measure  up.  At  Embassy  Suites®  hotels, 
you  get  a  two-room  suite  and  so  much 
more.  All  for  die  price  of  a  single  room. 
It's  no  wonder  Fortune  Magazine  has 
ranked  us  #1  in  service  over  all  the 
competition. 

Two  rooms  for  the  price  of  one. 
A  luxurious  living  room  and  a  spacious 
private  bednxMii.  A  wet  bar  with  refrig- 
erator. Plenty  of  space  to  work  and 


EMBASSY 

QUITEC 

^HOTELS.y' 


You  don't  have  to  be  a  fat  cat 
to  enjoy  The  Suite  Lifesm 


ML 


United  Feature  Syndicate.  lrn_ 


relax.  All  f<  >r  about  die  same  cost  as  an 
ordinary  single  room  at  die  odier  hotels. 
Free  breakfast  and  cocktails.+ 
Come  by  for  a  free  cooked-to-order 
breakfast  every  mornuAg  in  die  atrium. 
Then  stop  by  in  die  evening  for  two 
hours  of  complimentary  cocktails.4 
Extra  room.  Extraordinary  value. 
On  your  next  trip,  S|X)il  yourself  at  an 
Embassy  Suites  Ik  >tel.  Yc  mil  find  The      ' 
Suite  Life®  you  deserve.  At  a  price  you 
don't  have  to  Ix?  a  fat  cat  to  afford 


For  reservations  call  1-800-EMBASSY  or  your  travel  agent. 


+  Subject  to  state  and  local  laws 


FREE  INFORMATION  FOR  READERS  OF  FORBES! 

The  advertisers  listed  here  want  to  make  information  available  to  readers  of 
FORBES.  For  the  type  of  information  available,  see  the  categories  below.  To 
obtain  information,  see  the  adjoining  page. 


Products/Services  Information 
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Air  Travel  Card 
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The  Bermuda  Department 

of  Tourism 
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Canon  U.S.A.,  Inc. 

Facsimile 
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Dale  Carnegie  & 
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Chubb  Group  of  Insurance 

Companies 
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Eagle's  Nest  Homes 
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Embassy  Suites  Hotels 
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Fansteel 
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Inclinator  Company  of 

America 

10. 

Johnson  Controls,  Inc. 
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Kelly  Services 

Annual  Report 
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MagneTek,  Inc. 

12.  Litchfield  by  the  Sea 
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14.  NEC  Multispeed 

15.  Nationwide  Insurance 

16.  The  New  England 

17.  Northwestern  Mutual  Life 
Insurance  Company 
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20.  The  Queensboro  Shirt 
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Works 
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23.  Scudder  401  (k)  Plan 


Area  Development  Information 
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Office 


24.  The  Sharper  Image — 
America's  Catalog  of 
Innovation 

25.  Sheraton  Hotels  World 
Wide  Directory 

26.  Steelcase 

27.  Taipei  World  Trade  Cen 

28.  Toyota  Motor  Sales, 
U.S.A.,  Inc. 

29.  Twentieth  Century 
Investors,  Inc. 

•30.  U.S.  Council  for  Energy 

Awareness 
31.  U.S.P.S.  Automation 
Programs 


Personal  Affairs 


By  Laura  Jereski 


Edited  by  William  G.  Flanagan 


Boston  has  been  so  busy  growing  that  its 
traditions  have  begun  to  slip.  But  the  reviv- 
al has  already  begun. 

Of  tea  dances 
and  taxis 


Old  State  House,  downtown  Boston,  at  State  and  Congress  streets 
Inside,  a  subway  stop  and  a  museum. 


Nubar  Alexanian/Woodfin  Camp 


I't's  about  half  past  five  on  a 
Thursday  evening  at  the  Ritz-Carl- 
iton  weekly  tea  dance.  Seated  un- 
der the  potted  palms,  elegant  couples 
sip  champagne,  or  crowd  the  tiny 
dance  floor  to  waltz  or  tango. 

The  scene  only  seems  decades  old. 
The  Ritz  instituted  the  tea  dance  last 
October.  It's  part  of  an  effort  by  boom- 
town  Boston  to  preserve — or  reinvent, 
if  necessary — past  charms.  Growth  is 
good,  but  growth  that  leaves  room  for 
tradition  and  amenity  is  better. 

Consider  that  ever  precious  refuge 
from  home  and  office — the  club.  The 
city  of  Boston  has  had  dining  clubs 
since  the  Revolution,  when  members 
of  the  Wednesday  Evening  Club  began 
to  meet.  One  of  the  nation's  oldest 
country  clubs — called  the  Country 
Club — was  founded  in  adjoining 
Brookline  in  1882  ("dedicated  to 
sports  and  to  sociability,  with  a  strong 
emphasis  on  respectability"). 

Some  of  the  best-known  city  clubs, 
as  it  happens — the  Somerset  Club 
(men  only)  and  the  Chilton  Club 
(women  only),  for  example — are  cur- 
rently under  attack  by  the  city's  Li- 
censing Board.  The  problem:  gender 
discrimination. 

But  Boston  will  ever  be  a  city  of 
clubs.  Old  ones  adapt,  and  new  ones 
are  formed.  Take  the  stately  Algon- 
quin Club  on  Commonwealth  Ave- 
nue. In  1984  the  former  men's  club 
began  soliciting  women  member- 
ships. It  also  dispensed  with  the  black 
ball.  "We're  the  hottest  ticket  in  Bos- 
ton right  now,"  says  Tom  McCann, 
club  vice  president. 

Likewise,  the  75 -year-old  Women's 
City  Club,  home  of  the  Boston  Liter- 
ary Hour,  has  opened  its  doors  to  any- 
one willing  to  pay  annual  dues  of 
$575.  Newer  lunch  clubs,  in  the  fi- 
nancial district,  include  the  Down 
Town  Club  and  the  Bay  Club,  which 
attracts  a  slightly  younger  set. 

Bostonians  are  ambivalent  about 
the  changes  overtaking  their  town. 
"People  complain  about  the  'Manhat- 
tanization'  of  the  Boston  skyline,"  ob- 
serves Ralph  Memolo,  public  infor- 
mation officer  for  the  Boston  Redevel- 
opment Authority,  the  city's  planning 
and  development  agency.  "But  you 
see  Manhattanization  in  the  price  of 
haircuts  and  the  number  of  stretch 
limos." 

Or  car  services.  So  acute  has  the 
shortage  of  cabs  become  in  the  boom, 
that  Fidelity,  the  Boston-based  mutu- 
al fund  giant,  started  its  own  car  ser- 
vice. Originally  only  for  its  employ- 
ees, the  37-car  fleet  now  serves  all 
callers. 
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Water  sbuttiefrom  Logan  Airport  approaches  Routes  Wxirfand  Boston  Harbor  Hotel 
Only  $5  and  7  minutes  from  the  airport. 


Nubar  Alexania/vWoadftn  Camp 


Fidelity,  and  financial  services 
firms  like  it,  have  exploded  in  Boston. 
In  the  late  bull  market,  assets  under 
management  in  Boston  more  than 
doubled,  to  $420  billion  (second  to 
New  York).  Though  financial  service 
employment  held  fairly  steady  at  14% 
of  jobs  from  1983  to  1986,  service 
sector  employment  as  a  whole  is  up 
sharply.  Those  jobs  make  up  more 
than  half  the  city's  employment. 

Many  of  them  have  gone  to  the 
newcomers  who  have  flocked  to  Bos- 
ton over  the  past  five  years.  Take  New 
Yorker  David  Gray,  a  money  manager 
at  the  Boston  Co.  He  was  attracted  by 
the  location  and  an  easier  lifestyle. 
Instead  of  an  hour  and  a  half  commute 
from  Berkeley  Heights,  N.J.  to  East 
52nd  Street  in  Manhattan,  he,  like 
other  commuters  from  the  South 
Shore,  now  takes  a  half-hour  boat  ride 
to  work  every  morning. 

But  traffic  and  parking  in  Boston 
have  never  been  worse.  Certain  trou- 
ble spots,  like  the  Sumner  and  Calla- 
han tunnels,  between  Boston  and  Lo- 
gan International  Airport,  slow  to  a 
standstill  at  rush  hours.  Help  is  on  the 
way.  The  state  plans  a  third  tunnel 
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and  expanded  highway  capacity  to  the 
airport,  to  cost  $3.1  billion.  But  until 
it  is  completed,  tie-ups  will  only 
worsen.  (Suggestion:  Avoid  the  tun- 
nels by  taking  the  $5  water-shuttle 
ride  from  Logan  to  the  new  Boston 
Harbor  Hotel  at  Rowes  Wharf.) 

Boston  is  a  city  to  be  seen  on  foot. 
Of  course,  there's  always  the  Freedom 
Trail,  a  meandering  path  through  16 
historic  sites  from  the  city's  colonial 
and  revolutionary  past  that  can  be 
walked  in  about  three  hours.  Or  take  a 
stroll  through  the  financial  district, 
the  historic  Back  Bay  and  Beacon  Hill 
neighborhoods  or  the  up-and-coming 
South  End. 

Business  travelers  to  Boston  now 
have  a  wider  choice  of  hotels — nine 
new  ones  have  opened  since  1981. 

Each  major  hotel  now  seems  to 
have  its  own  power  scene.  Real  estate 
biggies  and  politicians  like  to  break- 
fast at  the  Bostonian,  in  the  shadow  of 
City  Hall.  Money  managers  gravitate 
to  the  Hotel  Meridien,  in  the  financial 
district,  or  to  the  Boston  Harbor  Ho- 
tel. For  "power  tea"  it's  either  the  Tea 
Court  in  the  Copley  Plaza  Hotel  or 
the  Ritz. 

Several  hotel  restaurants  are  first- 
rate:  the  Seasons  at  the  Bostonian, 
Aujourd'hui  at  the  Four  Seasons  and 
Julien  at  the  Meridien. 

Coping  with  growth  sometimes 
means  ignoring  it.  Just  look  in  at  the 
Copley  Plaza  Hotel  on  a  waltz  eve- 
ning. The  monthly  dances,  strictly  by 
invitation  only,  were  initiated  by  so- 
cialite Margaret  Howell  nearly  45 
years  ago.  Now,  100  or  so  couples  still 
meet  to  waltz  away  the  evening  under 
the  massive  crystal  chandeliers  in  the 
Copley  ballroom. 

Last  fall,  for  the  first  time  in  over  a 
decade,  the  group  offered  open  waltz- 
ing for  one  evening  and  dozens  eagerly 
joined  in.  Should  you  be  in  Boston  for 
the  next  waltz,  remember:  Black  tie  is 
allowed,  but  white  tie  is  preferred. 

Restaurants 

There  are  the  great  old  standbys,  of 
course,  including  Locke-Ober  Cafe  (3- 
4  Winter  Place),  Maison  Robert  (Old 
City  Hall)  and  St.  Botolph  (99  St.  Bo- 
tolph  Street).  But  here  is  a  list  of  new- 
comers gaining  attention: 

L'Espalier,  at  30  Gloucester  St. 
Long  acknowledged  as  Boston's  fin- 
est, if  most  expensive,  restaurant.  Fa- 
vored by  investment  bankers  courting 
Harvard  M.B.A.s. 

Back  Bay  Bistro,  at  565  Boylston  St. 
On  Copley  Square,  opposite  Trinity 
Church.  A  list  of  varied  wines,  avail- 
able by  the  glass,  complements  the 
light  menu. 

Boston  Proper,  at  53  State  St.,  in  the 


old  Stock  Exchange  Building.  A  fine 
prix-fixe  dinner — and  a  piano  bar. 

The  Daily  Catch,  261  Northern 
Ave.  Great  fresh  fish,  and  pearl-gray 
squid  pasta  is  a  house  special. 

Cafe  Budapest,  90  Exeter  St.  Very, 
very  Old  World  atmosphere,  but  won- 
derful Wiener  schnitzel. 

Hotels 

In  addition  to  the  traditional  favorites 
such  as  the  Copley  Plaza,  the  Ritz- 
Carlton  and  the  Omni  Parker  House, 

Boston  boasts  these  new  hostelries: 

The  Boston  Harbor  Hotel  is  one  of 
the  city's  priciest,  with  rooms  start- 
ing at  $175.  Overlooks  the  harbor, 
handy  by  water  shuttle  from  Logan. 

The  Bostonian,  across  from  Quincy 
Market,  is  small  (152  rooms),  expen- 
sive ($170  and  up)  and  popular,  espe- 
cially among  communications  and 
film  people. 

The  Four  Seasons,  overlooking  the 
Boston  Common  and  Public  Garden, 
leans  toward  the  brash  and  new;  a 
favorite  of  Joan  Rivers. 

The  Meridien,  in  the  onetime  Fed- 
eral Reserve  Bank  of  Boston,  already  is 
part  of  the  Establishment. 

In  addition,  Boston  abounds  with 
Sheratons,  Marriotts  and  other  fine 
chain  hotels.  One  Marriott  forms  a 
bookend  to  Copley  Place  (the  $600 
million  shopping  mall  in  Back  Bay), 
with  a  Westin  at  the  other  end. 


Rooms  at  the  inn,  mon 

A  lot  of  vacationers  to  the  Caribbe- 
an are  disguising  themselves  as 
palm  trees  this  year,  or  so  it  seems.  If 
you  are  thinking  of  a  last-minute  holi- 
day, you  will  find  room  at  some  of  the 
better  inns  and  resorts  even  this  late 
in  the  season. 

Why  the  vacancies?  Upheaval  in 
Haiti  and  a  mild  early  winter  for  start- 
ers. Black  Monday  didn't  help,  either. 
A  recent  survey  for  the  Caribbean 
Tourism  Association  found  cancel- 
ations growing.  Says  Markly  Wilson, 
director  general  of  the  association's 
New  York  office,  "There  seems  to  be 
a  feeling  of  insecurity,  particularly  in 
the  Northeast,  where  we  get  half  of 
our  U.S.  visitors." 

Executive  Resorts,  a  South  Miami- 
based  travel  firm  specializing  in  Ca- 
ribbean vacations,  started  last  Sep- 
tember nearly  sold  out  for  the  season. 
"Two  weeks  after  the  crash  every- 
thing collapsed,"  recalls  Skip  Meyers, 
Executive's  founder  and  president.  "It 
was  almost  as  if  it  took  time  for  the 
margin  calls  to  set  in,  and  then  cus- 
tomers had  to  cash  out  of  their  winter 
vacations." 


Meyers'  bookings  have  recently 
moved  up,  but  he's  still  showing  plen- 
ty of  space  for  February  and  March. 
He  is  not  alone.  Says  Arnold  Tolkin  of 
Travel  Impressions  in  Greenvale, 
N.Y.:  "That  little  ten-room  inn  on  St. 
Barts  may  not  be  available,  but  a  num- 
ber of  properties  usually  booked  solid 
are  showing  space." 

Here,  a  status  report  as  of  Jan.  19: 

If  golf  or  tennis  is  your  game,  con- 
sider the  Tryall  Golf,  Tennis  &  Beach 
Club  just  west  of  Jamaica's  Montego 
Bay,  or  Casa  de  Campo  on  the  Domin- 
ican Republic's  southeastern  coast. 
Occupancy  at  both  these  grand  old 
spacious  resorts  is  running  at  75%  to 
80%,  with  space  available  in  all  room 
categories  through  the  winter  season. 

You're  also  likely  to  find  a  seaside 
room  at  the  remote  and  distinctly 
low-key  Meridian  Club  on  Pine  Cay,  a 
British  Crown  Colony  of  the  Turks 
and  Caicos,  about  a  two-hour  flight 
from  Miami. 

Farther  south,  just  a  short  ferry  ride 
from  Tortola  in  the  British  Virgin  Is- 
lands, Peter  Island  Hotel  is  an  isolated 
hideaway  with  limited  availability 
throughout  March. 

Off  the  beaten  tracks  on  St.  Maar- 
ten,  the  Oyster  Pond  Yacht  Club  has  a 
few  February  dates  and  several  open- 
ings for  March.  Or  flag  a  taxi  to  Mari- 
got  and  hop  the  20-minute  ferry  to 
Anguilla,  a  slender  coral  isle  that  is 
the  most  northerly  tip  of  the  Leeward 
Island  chain.  The  Coccoloba  Planta- 
tion, with  50  beachside  villas,  just 
opened  in  December.  Limited  space 
exists  at  the  Carimar  Beach  Club  at 
Meads  Bay  and  the  Mariners'  pastel- 
painted  cottages  nestled  near  Sandy 
Ground. 

On  St.  Barts,  you  can  still  slip  into 
the  Hotel  Manapany  Cottages  during 
the  first  and  last  weeks  of  February 
and  most  of  March. 

Over  on  the  island  of  Antigua,  the 
sporty  St.  James's  Club  reports  a  var- 
ied selection  of  rooms  through  Febru- 
ary and  March. 

If  you  are  really  looking  to  disap- 
pear, the  Petit  St.  Vincent  Resort  and 
Mustique  Island  Villas,  both  in  the 
northern  Grenadines,  have  limited 
space  in  March. 

Note:  Getting  to  the  Caribbean 
should  be  a  little  easier  these  days. 
Both  American  and  Eastern  have  es- 
tablished new  connecting  hubs  in  San 
Juan,  P.  R.,  and  are  adding  flights  to 
the  Caribbean. 

Do  you  have  a  cruise  in  mind?  The 
best  liners  tend  to  fill  up  early,  but  if 
you  can  travel  on  short  notice  you 
might  be  able  to  fill  a  last-minute 
cancelation. — Michael  Fritz 
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Once  they  were  exactly  what  you  needed.  Data  networks 
that  connected  departments  all  over  the  country  Accounting 
to  accounting,  sales  to  sales. 
But  now  you  need  more.  You  need  greater  connectivity 
UYOU  meUfl  We  Not  only  between  your  own 

have  tO  Scrap  four    departments,  but  with  systems 

outside  your  company  as  well. 
With  these  systems  working 
together,  everyday  procedures 
can  happen  automatically  If 


data  networks 
and  start  over? 

No. 

No? 

Wed  only  hare  to 
scrap  three.)) 


present  networks  can't  do  this, 
you  have  two  options: 
Scrap  the  lot  and  start  all 
over.  Or  find  a  way  to  make  them  work  together. 

AT&T  can  help  you  witli  the  second  one. 

With  AT&T  Data  Networking  Solutions,  you  can  achieve  the 
connectivity  you  need  without  sacrificing  the  networks  you 
already  have. 

AT&T  ACCUNET*  Digital  Service  and  AT&T  SKYNET8 
Satellite  Service  provide  the  backbone  network  that  can  link 
your  existing  data  networks.  Together,  they  offer  the  widest 
range  of  digital  services  available,  both  nationally  and 
internationally  These  services,  along  with  digital  equip- 
ment such  as  AT&T  System  85  or  AT&T  System  75  PBXs,  and 
AT&T  multiplexers  and  computers,  bring  your  noncompatible 
systems  together.  You  get  a  single,  unified  network  approach 
for  digital  end-to-end  management. 

And  you  won't  have  to  scrap  your  investment. 

Contact  your  AT&T  account  executive  or,  for  the  number  of 
our  office  nearest  you,  call  1  800  247-1212. 

From  equipment  to  networking,  from  computers  to 
communications,  AT&T  is  the  right  choice. 


J 


AT&T 

The  right  choice. 


Faces 

Behind  the  Figures 


Edited  by  Jerry  Flint 


Thunder  on  the  right 

The  trouble  with  conservatives  was 
that  they  always  knew  something 
was  wrong  with  liberal  programs  but 
couldn't  explain  why — until  intellec- 
tual entrepreneurs  like  William  M.H. 
Hammett  began  building  the  case. 

Hammett  is  president  of  the  New 
York-based  Manhattan  Institute  for 
Policy  Research,  a  ten-year-old  think 
tank.  He  sees  the  institute's  job  as 
injecting  nerve  into  politicians  by  a 
slow  and  subtle  process  of  public  edu- 
cation rather  than  active  participation 
in  the  traditional  Washington  legisla- 


tive quick-step. 

He  has  sponsored  books  such  as 
George  Gilder's  Wealth  and  Poverty, 
which  argued  the  case  for  tax  cuts, 
and  Charles  Murray's  Losing  Ground. 
which  examined  the  failure  of  the 
Great  Society's  social  programs. 
These  books  have  helped  take  the  in- 
tellectual initiative  away  from  the  po- 
litical left  in  the  Reagan  years.  Com- 
ing next:  Consent  Denied  (tentative  ti- 
tle), in  which  Peter  Huber  examines 
the  litigation  explosion  and  the  torts 
crisis.  It's  part  of  Hammett's  increas- 
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William  Hammett,  president  of  the  Manhattan  institute 

"The  legislative  era  has  run  its  course." 


ing  focus  on  judicial  issues. 

Naturally,  not  everyone  is  pleased. 
Leftist  economist  Robert  Lekachman 
has  called  Hammett  "a  thrusting  yup- 
pie on  the  make."  And  indeed,  Ham- 
mett, 43  and  divorced,  does  drink  Per- 
rier  at  lunch,  is  a  member  of  the  New 
York  Athletic  Club  and  rides  in  Cen- 
tral Park. 

Ironically,  though,  this  apostle  of 
rolling  back  government  is  the  son  of 
a  government  bureaucrat — a  foreign 
service  officer.  Hammett's  childhood 
was  partly  spent  in  Germany  and  Tai- 
wan. After  Army  service,  he  worked 
as  a  stockbroker  before  taking  an 
M.A.  from  the  University  of  Chicago, 
which  led  him  to  the  Manhattan  In- 
stitute. He  still  trades  actively  for  his 
personal  account.  "But,"  he  says,  "I 
prefer  speculating  in  ideas." 

Hammett  is  confident  that  he  will 
be  able  to  upset  the  left  even  when 
Ronald  Reagan  has  retired  from  the 
White  House.  "The  legislative  era  has 
run  its  course,"  he  says,  meaning  that 
Congress  is  paralyzed  by  special-in- 
terest lobbying  and  will  be  unable  to 
summon  the  nerve  to  embark  on  fur- 
ther reforms  for  some  time.  But  Ham- 
mett expects  a  "new  consensus"  for 
reform  to  assemble  in  the  1990s — by 
which  time,  he  hopes,  it  will  be  im- 
bued with  free-market,  classical  liber- 
al principles. — Peter  Brimelow 


The  man  from  Saturn 

Great  expectations  easily  lead  to 
great  letdowns,  which  is  proba- 
bly why  Richard  (Skip)  LeFauve  is 
fretting  more  than  usual  at  the  mo- 
ment. LeFauve  is  president  of  General 
Motors  Corp.'s  closely  watched  Sat- 
urn project,  which  GM  launched  to  so 
much  press  hype  some  three  years 
ago.  The  automobile  is  still  two  years 
from  production. 

"Right  now  we're  trying  to  discover 
what  the  public  expects,"  says  Le- 
Fauve. "When  we  learn,  we  can  try 
and  let  the  public  know  realistically 
what  Saturn  is." 

LeFauve's  real  concern  is  to  prevent 
the  type  of  letdown  that  helped  make 
Edscl  a  laughing  stock.  Says  LeFauve, 
"We  know  that  if  you  say  you're  going 
to  do  the  100-yard  dash  in  5  seconds 
and  do  it  in  5.1,  you're  a  failure.  What 
do  people  expect,  a  high-tech  car  that 
lifts  off  the  road  and  flies,  like  that 
one  in  Back'  to  the  Future*.  If  that's  it, 
they'll  be  disappointed.  Do  they  ex- 
pect low  performance  and  a  car  that 
costs  $1.98?  We're  not  building  that, 
cither." 

So  what  kind  of  car  will  Saturn  be? 
LeFauve  is  cagey  on  that  one  because 
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Just  look  at  our  1987  stats  in  invest- 
ment banking  alone: 

More  than  20  M&A  transactions  were 
completed  for  clients  based  in  all 
global  financial  centers.  Deals  included 
sales  of  NYSE  companies,  joint  ventures 
and  divestitures.  First  Chicago  agent- 
ed  more  than  $5  billion  in  syndicated 
loans  for  leveraged  buyouts. 

First  Chicago  Leasing  Corporation 
continued  a  remarkable  5-year 
compound  annual  growth  rate  of 


more  than  50%  to  rank  among  the 
top  3  lessor  advisors.  Total  cost  of 
equipment  and  facilities  leased  or 
handled  reached  $1.5  billion. 

Private  placements  grew  to 
more  than  $4  billion,  an  increase 
of  40%.  First  Chicago  ranked  among 
the  top  10  investment  banks  for 
the  second  straight  year  in  private 
placements  volume. 

In  loan  syndications,  we  agented 
a  total  of  50  transactions  aggregat- 


ing more  than  $14  billion.  And  we  acted 
as  lead  manager  for  another  $12  billion 
of  financings. 

Our  Eurocommercial  paper  ranking 
rose  to  7th  among  U.S.  issuers  and 
9th  worldwide  in  1987  With  U.S.  and 
Eurocommercial  paper  and  short-term 
loans,  combined  sales  and  placements 
exceeded  $40  billion  for  more  than 
150  clients. 

Our  numbers  have  never  looked 
better,  we  can  do  the  same  for  yours. 


YOU  CAN  ALWAYS  LOOK  TO  CHICAGO 
FOR  IMPRESSIVE  NUMBERS. 


Performance  has  always  been  a  Chicago  tradition. 

FIRST  CHICAGO 


Faces 

Behind  the  Figures 


Peter  Yates  Picture  Group 


Richard  leFauve  ofGM's  Saturn 
What  does  the  public  want? 

the  competition  would  have  two 
years  to  match  him.  But  the  betting  in 
the  industry  is  that  Saturn  will  be  a 
sleekly  styled  but  conventional  small 
automobile  selling  in  the  $10,000-to- 
$12,500  range. 

LeFauve,  53,  is  an  engineer  who 
worked  his  way  up  through  compo- 
nents-making divisions,  then  moved 
into  the  car  divisions  and  jumped  to 
the  high-profile  Saturn  Corp.  after  the 
lust  managei  dud  and  the  second  was 
promoted.  But  his  expertise  is  in  man- 
ufacturing, not  product  design 

Saturn,  as  originally  conceived,  had 
major  flaws.  One  was  that  a  lot  of 
money  was  to  be  spent — $5  billion — 
to  produce  a  low-cost  car,  itself  a  basic 
contradiction.  Another  was  that  al- 
most all  of  the  GM  effort  seemed  to  be 
spent  creating  a  process  rather  than  a 
product. 

GM  is  now  trying  to  deal  with  the 
first  problem  by  raising  the  price  tar- 
gets and  by  trimming  back  the  initial 
size  and  cost  of  the  project.  But  the 
emphasis  on  process  has  never 
stopped.  LeFauve  himself  talks  more 
about  teamwork,  cooperation,  con 
sensus  and  listening  to  people  than 
about  engine  power,  brakes  and  styl- 
ing. Says  LeFauve,  "The  objective  of 
Saturn  is  to  develop  a  people-oriented 


managerial  process  that  will  develop  a 
superior  product.  The  product  will  be 
proof  of  the  process." 

There's  no  evidence  that  consensus 
produces  a  better  product  than,  for 
example,  dictatorial  genius.  But  con- 
sensus is  indeed  the  byword  at  Saturn 
Corp.  headquarters  in  Troy,  Mich., 
outside  Detroit,  and  at  Spring  Hill, 
Tenn.,  where  the  plants  are  being 
built.  In  that  spirit,  volunteers  for  Sat- 
urn must  even  be  approved  by  their 
teammates. — J.F. 


Plucky  Larry 

Talk  about  a  tough  break.  Consider 
Larry  Silverstein's  first  major  new 
building,  7  World  Trade  Center,  2  mil- 
lion square  feet  in  Manhattan's  finan- 
cial district.  Silverstein  had  agreed  to 
lease  the  whole  shebang  to  Drexel 
Burnham  Lambert,  but  Drexel  backed 
out  in  December  1986.  Then,  say 
voices  in  the  real  estate  world,  Larry 
lost  deals  last  summer  by  pushing  too 
hard  in  negotiations.  Finally,  Larry 
got  Black  Mondayed.  Today  7  World 
Trade  sits  87%  empty. 

Silverstein,  who  amassed  a  $375 
million  personal  fortune  by  rehabbing 
New  York  offices  and  is,  as  one  broker 
put  it,  "optimistic  in  the  middle  of  an 
earthquake,"  still  sees  his  glass  half 
full,  not  half  empty. 

"We're  in  a  position  of  tremendous 
strength  to  carry  this  building,"  Sil- 
verstein says.  "Our  timing  was  abso- 
lutely perfect  in  getting  it  constructed 
and  financed." 


He  does  have  a  few  advantages:  A 
good  deal  on  his  ground  lease  and  tax- 
es means  he  can  break  even  renting  at 
around  $30  a  foot,  a  price  advantage  of 
at  least  $10  a  foot  over  competing  new 
office  space.  And  his  $385  million 
first  mortgage  is  at  10%,  meaning  he's 
carrying  only  $40  million  interest  a 
year  for  his  near-empty  building. 

Even  the  crash,  which  has  led  to 
thousands  of  layoffs  on  Wall  Street 
and  the  cancelation  of  new  towers  in 
Manhattan,  plays  into  his  hands,  Sil- 
verstein insists,  since  "tenants  today 
are  infinitely  more  impressed  by  the 
bottom  line." 

To  attract  tenants,  Silverstein  will 
probably  have  to  give  more  conces- 
sions, which  could  cost  him  the  first 
few  years  of  profits.  But  his  equity 
may  still  exceed  $100  million,  say  real 
estate  men,  which  means  he  can  un- 
doubtedly bear  to  lose  money  on  the 
building  for  quite  some  time  to 
come. — Eric  Schmuckler 


Second  time  around 

I  was  tired  of  it,  tired  of  computers, 
tired  of  New  York,  so  I  walked  in 
and  quit,  caught  the  night  flight  to 
California,  and  I  played  golf  for  a 
year." 

That  was  how  Howard  Lester  left 
the  computer  services  rat  race  in 
1976.  But  it  was  not  long  before  he  got 
the  itch  to  get  back  in  and  began  look- 
ing around  for  a  business  to  buy.  "I've 
always  liked  food,  and  I  always  liked 
to  cook,"  Lester  said.  So  in  1978  for 


Mli-nd\  Bjmiws 


Larry  Silverstein,  owner  <>/'  7  World  Trade  Center 

The  timing  was  perfect  but  the  building  is  67%  empty. 
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he  Farmer  and  The  Thoroughbred  have 
been  to  market. 

Last  year's  harvest  was  so  good,  they  delivered 
more  than  25  million  tons  of  grain  and  grain 
products— 1 1.9%  more  than  in  1985. 

Norfolk  Southern  made  it  easy.  When  the  crops 
were  ready,  10,000  covered  hoppers  were  available, 
and  handling  was  fast  at  loading  sites  large  and  small. 


Shippers  saw  just  how  accommodating  a  sales 
team  can  be.  Producers  saw  that  it  didn't  take  a 
bushel  of  money  to  deliver  the  goods. 

Good  business  makes  the  partnership  of  agri- 
culture and  rail  a  powerful,  growing  force.  If  you're 
in  the  field,  call  any  Norfolk  Southern  sales  office. 

You'll  see  how  hard  The  Thoroughbred  works 
around  the  farm. 


FieldForce. 


■ 


■■■ 


NORFOLK 
SOUTHERN 

«   l'JSN.  Xorfolk  Southern  Cort>oration,t>uc  Commercial  Place,  Norfolk.  YA  2.1 510-2191.  Norfolk  and  Western  Railway  Company. 
Southern  Railway  Company,  and North  American  Van  Lines.  Inc.  are  subsidiaries  of  Sorfolk  Southern  Corporation. 
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Faces 

Behind  the  Figures 


around  $100,000  he  and  a  partner 
bought  Williams-Sonoma,  Inc.,  a  San 
Francisco-based  seller  of  fancy  kitch- 
enware  ($57  teakettles,  $245  toasters, 
$80  griddles).  Since  then  the  number 
of  Williams-Sonoma  retail  store  out- 
lets has  grown  from  5  to  54,  and  the 
company  has  become  one  of  the  coun- 
try's larger  mail-order  houses.  With 
the  acquisition  of  the  Pottery  Barn 
retail  chain  in  September  1986,  Wil- 
liams-Sonoma now  boasts  sales  of 
more  than  $100  million  annually. 

There  seem  to  be  more  and  more 
businessmen  beginning  second  ca- 
reers, and  Lester,  now  52  and  Wil- 
liams-Sonoma chairman,  has  a  lesson 
for  them:  To  thine  own  self  be  true.  "I 
was  always  a  frustrated  consumer," 
he  says.  "I  always  wanted  to  be  served 
right,  so  I  thought  the  retail  business 
was  right  for  me.  There's  great  gratifi- 
cation. You  can  see  the  smiles  on 
their  faces  when  you  do  it  right,  and 
you're  proud  of  it.  That  was  a  lot  more 
gratifying  to  me  than  running  some 
manufacturing  plant." 

In  high-priced  products  Lester 
found  something  else  he  wanted.  "I 
liked  the  quality  aspect  of  the  mer- 
chandise. You  were  rewarded  for  de- 
livering the  best.  I  thought  it  would 


make  money  and  give  me  the 
life  satisfaction  I  wanted,  but 
I  didn't  think  it  would  be  a 
big  winner." 

Wrong.  For  his  reward  Les- 
ter has  more  than  a  warm 
fuzzy  feeling.  His  24%  share 
in  Williams-Sonoma,  which 
sells  over-the-counter  at  a  re- 
cent quote  of  18 'A,  is  worth 
approximately  $17.5  mil- 
lion.— Neal  Santelmann 


Mouse  madness 

1  illions  of  Japanese  flock 
to  Buddhist  temples 
and  Shinto  shrines  on  New 
Year's  Eve,  but  the  biggest 
party  in  Tokyo  this  year  was 
at  Disneyland.  The  all-night 
bash — some  143,000  came — 
capped  a  record  year  of  11.6 
million  visitors.  "I  never  had 
the  slightest  doubt  about  the 
success  of  Disneyland  in  Ja- 
pan," says  Masatomo  Taka- 
hashi,  president  of  Oriental 
Land  Co.,  which  operates  the 
four-year-old  Tokyo  Disney- 
land—a   joint    venture    be-     

tween  Mitsui  Real  Estate  Develop- 
ment Co.  and  Keisei  Railway  Co. 
|Walt  Disney  Co.,  which  designed  the 
amusement  park  and  supplies  exper- 
tise, receives  a  royalty  of  10%  of  gate 
and  5%  of  concessions.) 

Takahashi,   74,  whose  father  was 
governor-general    of    Formosa    (now 

Roben  Holmgren 


Robert  Wallis/IB  Pictures 


Willktms-Sonoma  Chairman  Howard  Lester 

Golf  is  dandy,  but  $17.5  million  is  dandier. 


Masatomo  Takabashi  of  Tokyo's  Disneyland 
The  $1.5  billion  means  nothing. 


Taiwan)  in  the  old  days,  started  a 
string  of  gas  stations  after  the  war, 
failed,  moved  into  the  public  housing 
business  and  then  to  Oriental  Land. 
He  says  a  flood  of  Walt  Disney  car- 
toons, TV  shows,  movies  and  cartoon 
characters  had  the  Japanese  well  pre- 
pared for  the  amusement  park,  which 
combines  features  of  the  Anaheim, 
Calif,  version  and  Disney  World. 

The  guests,  70%  adult,  shell  out  an 
average  of  7,000  yen  ($56)  per  visit. 
Competitors  are  jumping  into  the 
theme  park  business,  but  the  ebul- 
lient Takahashi  says:  "Other  local 
amusement  parks  are  imitating  our 
attractions  and  operating  methods, 
but  they're  no  real  competition." 

Oriental  Land  was  so  confident  of 
success  it  financed  Tokyo  Disneyland 
entirely  with  debt,  borrowing  180  bil- 
lion yen  ($1.5  billion  at  current  ex- 
change rates).  "The  debt  means  noth- 
ing to  me,"  Takahashi  says,  and  he 
has  good  reason.  He  figures  his  firm's 
land  has  appreciated  1,600  times  in 
value  since  the  site  was  reclaimed 
from  Tokyo  Bay  in  1961.  Last  year  the 
company  earned  $450  million  selling 
parcels  to  Sheraton,  Hilton  and  Re- 
gent for  hotels. 

But  isn't  playing  godfather  to  Mick- 
ey Mouse  and  friends  just  a  bit  tiring 
for  a  74-year-old?  "As  long  as  I  can 
drink  sake,"  he  says  soberly  ,  "I  can 
go  on." — Hiroko  Katayama 
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For  Bill  Demby,  the  difference  means 
getting  another  shot. 


hen  Bill  Demby  was  in  Vietnam,  he 
ed  to  dream  of  coming  home  and  play- 
l  a  little  basketball  with  the  guys. 
A  dream  that  all  but  died  when  he  lost 
th  his  legs  to  a  Viet  Cong  rocket. 


But  then,  a  group  of  researchers  dis-  is  back.  And  some  say,  he  hasn't  lost  a 

covered  that  a  remarkable  DuPont  plastic  step. 

could  help  make  artificial  limbs  that  were  At  DuPont,  we  make  the  things  that 

more  resilient,  more  flexible,  more  like  make  a  difference, 
life  itself. 

Thanks  to  these  efforts,  Bill  Demby 


Better  things  for  better  living.  CVi 


**g  u  s  FW  a  tm  off 


If  art  is  the  highest  expression  of  the  imagina- 
tion, Hitachi  has  made  a  fine  art  of  technology.  Take 
our  VM-6000A  S-VHS  video  camera.  Its  picture  quality 
is  far  superior  to  conventional  VHS  cameras.  And  with 
its  advanced  MOS  image  sensor,  you  can  be  sure  of 
vivid,  lifelike  reproduction. 

Then  there's  our  CT3175  Big  Screen  TV.  It  has 
digital  2TV  so  you  can  watch  two  channels  at  once  — 
and  "surround  sound."  Furthermore,  its  31"  aspherical 
screen  provides  a  bright  and  crisp  picture  not 
normally  found  on  such  a  big  screen. 

These  products  embody  Hitachi's  longstanding 
commitment  to  meet  human  needs  through  tech- 
nology. Whether  in  energy,  industry,  information  and 
communications,  or  consumer  electronics,  Hitachi 
improves  the  quality  of  life  every  day. 


0  HITACHI 


For  more  information,  please  contact  Hitachi  Sales  Corp.  of  America  401  West  Artesia  Blvd .  Compton.  CA  90220  Phone:  (213)  557 
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adjusted  to  reflect  splits. 
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The  old  new  volatility.  Encouraging  news  on  the  Novem- 
ber trade  deficit  figures  sparked  a  40-point  jump  in  the 
Dow  on  Friday,  Jan.  15,  the  last  day  of  the  two-week 
trading  period  under  review  here.  So  despite  the  sharp 
plunge  one  week  earlier,  the  Dow  ended  the  two-week 
stretch  with  a  0.9%  gain.  Meanwhile  NYSE  issues  ad- 
vanced 2.1%,  Amex3.1%  and  Nasdaq  2.9%.  The  Wilshire 
index  of  more  than  5,700  issues  posted  a  2.2%  increase. 
This  market's  volatility  is  astonishing,  but  we  seem  to 


be  getting  used  to  it.  The  first  four  days  of  1988  saw  a  rally 
that  brought  the  Dow  industrials  to  2051,  their  highest 
point  since  the  October  meltdown.  Then  came  heavy 
selling  attributed  to  profit-taking  and  worries  about  the 
dollar.  The  resulting  141 -point  loss  on  the  Dow  was  the 
third  worst  on  record  and  left  many  market  observers 
drawing  parallels  with  the  Friday  collapse  that  preceded 
the  Oct.  19  debacle.  The  fact  that  it  didn't  happen  is  a 
comfort,  but  nothing  to  build  the  immediate  future  on. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

4.2 

3.8 

1.6 

3.8 

6.8 

6.5 

in  last  52  weeks 

-7.8 

-6.6 

-5.8 

-7.3 

-7.7 

-12.8 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.8 

15.6 

17.1 

8.0 

8.8 

9.5 

6.0 

13.9 

15.9 

6.1 

4.7 

17.2 

in  last  52  weeks 

-5.4 

8.5 

10.8 

3.9 

-9.6 

-9.3 

-8.8 

18.3 

12.9 

-4.1 

-4.8 

6.0 

'Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales. 
3A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4A  quantitative  evaluation  of  a  stock's 
growth  image,  determined  by  Wilshire  Associates. 

Note:  All  data  for  periods  ending  1/15/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


FORBES,  FEBRUARY  8,  1988 


155 


Where  the  Action  Is 


The  contrarians  are  watching.  Finance  stocks  outper- 
formed the  market  by  almost  a  2-to-l  margin  in  the  last 
two  weeks.  Best  performer:  Farmers  Group,  which  gained 
38%  on  a  buyout  offer  from  B.A.T  Industries.  Four  major 
banks — Barnett  Banks  of  Florida,  NCNB,  Irving  Bank  and 
Security  Pacific — followed  with  gains  in  the  midteens. 
Chalk  it  up  to  contrarian  sentiment.  With  Wall  Street 


still  making  the  biggest  cuts  in  1988  earnings  estimates 
for  finance  companies,  the  estimated  1988  P/E  for  this 
group  is  down  to  7,  vs.  10.3  for  the  Forbes  Sales  500  (see 
table  below).  Over  the  last  52  weeks  finance  stocks, 
plagued  by  loan  writeoffs,  lost  nearly  a  fifth  of  their  value. 
The  decline  in  finance  was  almost  twice  that  of  utilities, 
the  second-worst-performing  sector. 


Percent  change  in  last  52  weeks   'OO  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


The  buck  hops  here.  In  the  last  two  weeks  security  ana- 
lysts made  sligfat  upward  revisions  in  the  1988  earnings 
estimates  tor  domestic  capital  goods  and  consumer  dura- 


ble firms — presumed  beneficiaries  of  the  cheaper  dollar. 
Among  companies  with  higher  forecasts:  Deere  &  Co., 
Caterpillar,  Ford  Motor  and  B.F.  Goodrich. 


Forecasting  the  Forbes  Sales  500 

Performance 
period 

Average 
earnings  per 

share           P/E 

latest  12  months 

1988  estimates 

1989  estimates 

$2.39           15.4 
3.57          10.3 

NA           NA 

NA  Noi  available 

Rank  based  on 
change  in  estimate                Sector 

rstimated  1987 
EPS              P/E 

%  change  in  1987  estimate 
in  2  weeks       in  4  weeks 

1                           Capital  goods 

$2.51 

14.5 

0.35% 

-0.55% 

2                             t  nnsumcr  durable. 

4.23 

11.4 

0.26 

-1.65 

3                           Raw  materials 

2.85 

11.1 

0.16 

0.47 

4                           Utilities 

3.06 

9.5 

-0.09 

-0.12 

5                           Technology 

2.93 

11.2 

-0.18 

-0.28 

6                         Consumer  nondurabless 

2.57 

12.3 

-0.27 

-0.53 

Transportation 

2.53 

11.6 

-0.35 

-1.53 

8                           Energy 

2.98 

12.1 

-0.46 

-0.74 

9                           Finance 

3.66 

7.0 

-0.75 

-2.42 

1  iminga  ptoiectiona  tit  rapitalitafion-wrighted  consensus  i  itimatci  bom  ovo  2,000  neurit)  analysti  Data  arc  compiled  and  updated  continually  by  the  Institutional  Brokers 
Estimate  System  |IBES|  .i  soviet  oi  Lynch  lonei  &  Ryan    i  New  YotV-based  brokerage  hrm 

•        All  Jata  (or  ihiukIs  cnJing  1  l  =>  ss   rnp.in     by  Wiishm  Associate*  ..In    mis  a  icrvice  ot  Lynch,  tones  &  Ryan,  New  Yarfc 
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FOR  50  YEARS, 
WE'VE  BEEN  GIVING  OUR  POLICYOWNERS 
SOMETHING  NO  ONE  ELSE  HAS 


'••• 


Last 
Year  C* 


10  Years 
Ago 


30  Years 
Ago 


50  Years 
Ago 


NORTHWESTERN  MUTUAL  LIFE 


STATE  FARM 


CONN  MUTUAL 

1987  Dividend  Performance 


LAST  YEAR 


Last 
Year 

10  Years 
Ago 

30  Years 
Ago  D 

50  Years 
Ago 

NORTHWESTERN  MUTUAL  LIFE 


[ 


METROPOLITAN  LIFE 


NEWYORKUFE 

1958  Dividend  Performance 


30  YEARS AGO 


Last 
Year 


10  Years 
Ago 


30  Years 
Ago 


50  Years 

Ago  (^ 


NORTHWESTERN  MUTUAL  LIFE 


MUTUAL  BENEFIT 


MASS  MUTUAL 
NEW  ENGLAND  LI 

1938  Dividend  Performance 


50  YEARS  AGO 


Every  year,  the  insurance  industry's 
most  respected  performance  rating  author- 
ity has  studied  the  dividends  on  policies 
of  top  life  insurance  companies.  For  50 
years,  the  results  of  their  study  have 
shown  Northwestern  Mutual  Life  to  be 
the  performance  leader. 

In  fact,  for  the  past  50  years,  no 
one  has  consistently  made  as  much  money 
for  its  policyowners  as  Northwestern 
Mutual  Life. 

And  we  intend  to  go  on  quietly 
giving  our  customers  the  best  possible 
protection  and  value.  After  all,  when  it 
comes  to  charting  the  performance  of 
your  life  insurance,  consistent  superiority 
is  very  reassuring. 

So  you  can  call  one  of  our  agents 
with  complete  confidence  that  you're 
getting  the  best. 

tern 

re 

The  Quiet  Company® 


©1988  The  Northwestern  Mutual  Life  Insurance  Co..  Milwaukee.  WI 

Source:  20  year  dividend  cost  comparisons  for  a  $1,000 

or  $10,000  policy  issued  to  a  35-year-old  male. 


Fund  Ratings 


Some  funds  with  terrific  long- 
term  records  haven  t  earned 
very  much  money  for  their  cus- 
tomers. How  is  that  possible? 


Bad 
timing 


By  William  Baldwin 


If  you  could  pick  funds  with  hindsight,  one  excellent 
choice  for  Dec.  31,  1977  would  be  Twentieth  Century 
Income  Investors.  A  tiny  ($1.6  million)  fund  in  those 
days,  it  owned  smallish  companies  like  Kinder-Care, 
Community  Psychiatric,  Herman  Miller  and  WD-40. 
Those  stocks  took  off  and  the  fund,  renamed  Twentieth 
Century  Select,  delivered  an  average  annual  gain  of  24.3% 
over  the  next  ten  years,  nine  points  ahead  of  the  S&.P  500. 
The  fund's  assets  at  Dec.  31,  1987:  $2.4  billion. 

The  fund's  explosive  success  has  made  its  chief  stock 
picker,  James  Stowers,  a  wealthy  man.  The  management 
firm  of  which  he  is  a  majority  owner  took  in  $27  million  in 


fees  in  its  last  fiscal  year  on  that  one  fund.  But  did  the  fund 
make  its  clients  wealthy?  Not  the  latecomers.  Assets 
remained  fairly  low  in  the  first  half  of  the  ten-year  period, 
when  Stowers  was  soundly  beating  the  market.  Most 
customers  arrived  in  the  past  five  years,  just  in  time  to 
watch  the  fund's  performance  turn  mediocre. 

You  can't  buy  past  performance,  goes  the  old  adage. 
Indeed  you  can't  buy  it.  But  people  sell  it  all  the  time.  Who 
could  turn  away  $27  million  in  fees? 

Such  cycles  of  boom  and  blah  are  commonplace  in  the 
fund  business.  A  small  growth  manager  puts  together  a 
dazzling  record,  the  money  rolls  in,  then  his  performance 
cools.  Stowers  made  his  reputation  in  small  growth  com- 
panies. But  a  thousandfold  growth  in  assets  made  Select 
too  big  to  benefit  from  a  position  in  small  companies.  Now 
its  portfolio  is  heavy  with  Merck,  Kodak  and  Motorola. 

Stowers  thinks  his  growth  stocks — even  big  ones — will 
soon  be  beating  the  market  again.  "We're  looking  for  the 
most  successful  companies,  [those  whose]  earnings  and 
revenues  are  accelerating,"  he  says.  Maybe  so,  but  inves- 
tors should  realize  that  the  Select  they  are  buying  today 
isn't  the  same  Select  that  built  a  superb  record. 

Johnny-come-lately  investors  in  Stowers'  fund  have 
plenty  of  company.  The  best  fund  record  of  all  over  the 
past  decade  belongs  to  Fidelity  Magellan.  If  you  had  bought 
this  obscure  ($22  million)  fund  in  December  1977 — six 
months  after  Peter  Lynch  took  over — you'd  be  sitting  on  a 
fabulous  31%  annual  return  now,  double  the  market  aver- 
age. But  you  couldn't  have  bought  it  then.  From  1966  to 
mid- 1981  the  fund  was  closed  to  everyone  but  Fidelity 
employees  establishing  profit-sharing  accounts. 

Peter  Lynch  is  perhaps  the  most  famous  fund  manager 
alive.  On  the  strength  of  his  reputation,  Fidelity  Manage- 
ment &  Research  sold  almost  $1.3  billion  in  Magellan 
shares  in  just  six  months  last  year  (to  Sept.  30).  That  figure 
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Fund 


Assets1 
($mil) 


Fidelity  Magellan 


20th  Century  Select 


2,393         24.3 


Sequoia4 


716 


Vanguard  Windsor4 


4,570 


S&P  500 


counts  only  sales  on 
which  the  3%  load  was 
collected  (the  load  is 
sometimes  waived  for 
such  clients  as  large 
thrift  plans).  That  was 
$38  million  in  sales 
commissions.  During 
those  six  months  the 
giant  fund,  which  had 
its  assets  go  as  high  as 
$12  billion  before  the 
crash,  threw  off  anoth- 
er $40.7  million  in 
management  fees. 

So  Peter  Lynch  has 
made  big  money  for  his 
employer.  Has  Peter 
Lynch  made  big  money 
for  fund  investors?  To 
answer  that  question 
we  turned  to  a  statistic  used  by  pension  consultants,  the 
so-called  dollar-weighted  performance.  This  average  gives 
greater  weight  to  months  in  which  the  manager  has  more 
money  to  manage.  It  contrasts  with  the  much  more  com- 
mon time-weighted  average,  in  which  all  months  count 
equally. 

Here's  how  the  dollar-weighted  average  works.  Think  of 
Magellan  as  a  bank  account  paying  a  fixed,  but  unknown, 
rate  of  interest.  The  depositor  is  the  investing  public.  The 
public  opens  the  account  with  $22  million,  the  net  assets 
on  Dec.  31,  1977.  Each  month  the  public  makes  a  deposit 
or  withdrawal,  a  known  sum  calculated  from  sales  and 
redemptions  of  Magellan  shares.  What  annual  interest  rate 
would  the  public  have  earned  every  year  to  end  with 
Magellan's  $7.8  billion  of  net  assets  on  Dec.  31,  1987? 

Magellan's  dollar-weighted  performance  over  the  decade 
is  an  astonishingly  low  number,  13.4%.  Who's  to  blame? 
Not  Lynch.  It  wasn't  his  doing  that  he  had  only  $22 


Growth  funds 


Two  of  these — Magellan  and  Select — have  grown  explo- 
sively in  the  past  decade,  with  a  25,000%  or  greater  gain  in 
assets  under  management.  The  same  two  did  much  better 
when  they  were  small  than  when  they  got  big.  That  is 
reflected  in  the  wide  gulf  between  time-weighted  and 
dollar-weighted  performance  (see  story). 


— Annual  return2 —  Relative 

time-         dollar-       — performance3 — 
weighted   weighted     1977-82      1982-87 


$7,796         31.0%        13.4% 


306 


118 


11.5 


222 


96 


19.2 


18.5 


129 


109 


18.9 


18.5 


120 


114 


15.3 


'Dec    31,   1987 
investors 


million  to  play  with  in 
his  best  years,  $10  bil- 
lion going  into  the 
crash.  The  fault  is  the 
investing  public's, 

with  its  typically  ill- 
timed  rush  into  the 
market  after  the  party 
was  mostly  over. 

The  moral  here  is 
not  that  funds  with  hot 
records  are  hazardous. 
If  the  small  investor 
was  going  to  make  the 
mistake  of  doing  most 
of  his  buying  in  the 
past  five  years  (and 
most  did  just  that),  he 
was  better  off  in  Magel- 
lan than  he  would  have 
been  buying  an  index 
fund  tracking  the  S&P.  But  still,  he'd  have  averaged  a 
better  return  putting  a  lump  sum  into  an  index  fund  ten 
years  ago  than  he  would  have  investing  in  Magellan  with 
the  timing  of  the  typical  Magellan  customer,  bunching 
most  dollars  toward  the  end. 

Time-weighted  performance  remains  the  standard  by 
which  money  managers  should  be  judged,  and  it  is  the 
basis  for  the  performance  grades  in  the  tables  that  begin 
below.  We  judge  stockpicking  skills,  not  investment  re- 
sults. And  while  past  performance  is  no  guarantee  of  the 
future,  it  is  the  best  measure  of  skill  we  have. 

There  is,  nonetheless,  an  important  lesson  to  be  learned 
from  the  sometimes  wide  gulf  between  dollar-weighted 
and  time-weighted  performance  figures.  It  is  better  to  buy 
even  a  mediocre  fund,  and  stick  with  it  for  the  long  pull, 
than  to  buy  into  a  top-scoring  fund  and  exit  right  after  a 
crash.  The  $1  billion  or  more  of  Magellan  owners  who  left 
following  the  crash  probably  made  a  big  mistake.  ■ 


2Dec.   31,   1977-Dec   31,   1987.    'S&P  500=100.     -Closed   to   new 


Stock  and  balanced  funds 


This  table  rates  379  equity  funds  having  at  least  $10 
million  in  assets  on  their  performance  through  Dec.  31, 
1987.  Domestic  stock  funds,  domestic  balanced  funds 
and  foreign  stock  funds,  although  listed  together,  were 
evaluated  and  ranked  separately.  To  be  rated,  a  fund 


must  go  back  at  least  two  full  market  cycles — to  July 
31y  1982.  Funds  that  have  been  around  since  Feb.  28, 
1978  are  graded  over  three  market  cycles.  The  last 
cycle  comprises  an  up  from  July  31,  1984  to  Aug.  31, 
1987,  and  a  down  from  Aug.  31, 1987  to  Dec.  31, 1987. 


Fund 

Performance  in 
UP          DOWN 
markets 

12-month 
total 
return 

ABT  Growth  &  Income  Trust 

B 

D 

3.8% 

ABT  Utility  Income  Fund 

D 

A 

-4.0 

'Acorn  Fund 

B 

C 

2.8 

Adams  Express 

C 

B 

-0.5 

Affiliated  Fund 

B 

B 

3.8 

'Afuture  Fund 

D 

C 

-11.4 

Aim  Convertible  Securities 

D 

D 

-15.5 

Alliance  Balanced  Shares 

B 

B 

0.4 

Alliance  Dividend  Shares 

C 

B 

0.8 

Alliance  Fund 

C 

D 

5.2 

Alliance  Global  Fund-Canadian  Fund 

F 

B 

11.7 

Fund 

Performance  in 
UP          DOWN 
markets 

12-month 

total 

return 

Alliance  Technology  Fund 

A 

D 

18.6% 

AMA  Growth  Fund-Classic  Growth 

D 

D 

-1.8 

Amcap  Fund 

B 

B 

11.7 

American  Balanced  Fund 

C 

B 

3.8 

American  Capital  Comstock  Fund 

c 

A 

-0.2 

American  Capital  Convertible  Securities 

A 

D 

-14.7 

American  Capital  Enterprise  Fund 

A 

D 

1.1 

American  Capital  Harbor  Fund 

A 

D 

-3.8 

American  Capital  Pace  Fund 

B 

A 

1.6 

American  Capital  Venture  Fund 

D 

A 

4.0 

American  Growth  Fund 

D 

B 

3.5 

'Fund  has  no  load  or  shareholder-paid  12b- 1  plan.  tForeign  funds  were  rated  over  up  market  periods  from  10/31/76  to  10/31/80  and  9/30/82  to  8/31/87  and  down 
market  periods  from  10/31/80  to  9/30/82  and  8/31/87  to  12/31/87.  Foreign  market  cycles  were  measured  with  the  dollar-adjusted  Morgan  Stanley  Capital 
International  EAFE  (Europe  Australia  Far  East)  Index 

Sources:  CDA  Investment  Teclmologies,  Forbes. 
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Fund  Ratings 


Stock  &  balanced  funds 


Fund 

Perfor 

UP 

m< 

mance  in 
DOWN 

12-month 

total 

return 

American  Investors  Growth  Fund 

C 

F 

-2.2% 

American  Leaders  Fund 

D 

A 

4.7 

American  Mutual  Fund 

D 

A 

4.6 

American  National  Growth  Fund 

B 

C 

13.3 

American  National  Income  Fund 

D 

A 

3.8 

AMEV  Capital  Fund 

A 

B 

2.4 

AMEV  Fiduciary  Fund 

A 

C 

0.3 

AMEV  Growth  Fund 

A 

C 

-0.1 

'Analytic  Optioned  Equity  Fund 

D 

A 

4.3 

'Armstrong  Associates 

C 

C 

4.1 

tASA  Limited 

A 

D 

11.2 

Axe-Houghton  Fund  B 

B 

D 

-3.2 

Axe-Houghton  Stock  Fund 

A 

F 

-5.8 

'Babson  Growth  Fund 

C 

D 

3.1 

Baker,  Fentress  &  Co 

B 

C 

1.4 

Bancroft  Convertible  Fund 

B 

D 

1.5 

Boston  Co  Capital  Appreciation  Fund 

C 

C 

0.4 

Bull  &  Bear  Capital  Growth  Fund 

B 

D 

-4.3 

Bull  &  Bear  Equity-Income  Fund 

D 

B 

-A.l 

Cardinal  Fund 

C 

B 

2.3 

Castle  Convertible  Fund 

D 

B 

-7  4 

Central  Securities 

B 

C 

7.6 

'Century  Shares  Trust 

D 

A 

-8.0 

Charter  Fund 

B 

B 

10.0 

Cigna  Growth  Fund 

C 

C 

3.9 

Claremont  Capital 

B 

A 

6.4 

Colonial  Equitv  Income  Trust 

C 

B 

-2.9 

Colonial  Fund 

B 

D 

-0.9 

Colonial  Growth  Shares  Trust 

B 

C 

2.8 

Colonial  Strategic  Income-Diversified 

D 

B 

4.8 

'Columbia  Growth  Fund 

B 

C 

15.9 

Commonwealth  Indenture  A  &  B 

D 

A 

-1.3 

Commonwealth  Indenture  C 

D 

A 

0.6 

Composite  Bond  &  Stock  Fund 

C 

C 

-1.2 

Composite  Growth  Fund 

C 

B 

-0.7 

Constellation  Growth  Fund 

A  + 

F 

1.9 

"Copley  Fund 

D 

A 

-8.3 

Corp  Leaders  Tr  Fund  Certificates  Ser  B 

B 

C 

-7.1 

Country  Capital  Growth  Fund 

C 

C 

5.2 

Criterion  Income-Commerce  Inc  Shares 

c 

B 

7.9 

Criterion  Pilot  Fund1 

C 

C 

10.5 

Criterion  Sunbelt  Growth  Fund 

C 

C 

1.4 

Dean  Witter  American  Value  Fund 

B 

C 

2.7 

Dean  Witter  Dividend  Growth  Sees 

C 

A 

-0.6 

Dean  Witter  Natural  Resource  Dev 

D 

C 

120 

Fund 

Performance  in 
UP          DOWN 
markets 

12-month 

total 

return 

Decatur  Fund-Series  I 

C 

A 

2.4% 

Delaware  Fund 

C 

B 

-4.3 

Delta  Trend  Fund 

C 

C 

-7.8 

'Dodge  &  Cox  Balanced  Fund 

A 

C 

7.7 

'Dodge  &  Cox  Stock  Fund 

A 

B 

12.5 

Drexel  Burnham  Fund 

C 

B 

7.0 

'Dreyfus  Convertible  Securities  Fund 

c 

D 

-2.7 

'Dreyfus  Fund 

D 

B 

8.5 

"Dreyfus  Growth  Opportunity  Fund 

A 

D 

6.4 

Dreyfus  Leverage  Fund 

B 

B 

11.0 

"Dreyfus  Third  Century  Fund 

B 

D 

2.4 

Eaton  &  Howard  Stock  Fund 

D 

B 

-3.5 

Eaton  Vance  Growth  Fund 

B 

B 

10.9 

Eaton  Vance  Income  Fund  of  Boston 

D 

A 

3.4 

Eaton  Vance  Investors  Fund 

C 

C 

5.2 

Eaton  Vance  Special  Equities  Fund 

D 

B 

2.0 

Eaton  Vance  Total  Return  Trust 

C 

A 

-15.7 

'Energy  Fund 

C 

C 

0.6 

Engex 

A  + 

F 

-39.3 

Enterprise  Group-Growth2 

C 

B 

11.5 

'Equity  Strategies  Fund 

C 

D 

-16.2 

"Evergreen  Fund 

A 

C 

-3.9 

"Evergreen  Total  Return  Fund 

C 

A 

-8.3 

Fairfield  Fund 

A 

D 

-2.9 

"Fairmont  Fund 

B 

B 

-7.7 

FBL  Series  Fund-Growth5 

D 

C 

-11.3 

"Federated  Stock  &  Bond  Fund 

D 

A 

3.6 

"Federated  Stock  Trust 

B 

A 

1.7 

"Fidelity  Contrafund 

B 

D 

-2.1 

"Fidelity  Destiny  Portfolio  I 

A 

B 

6.5 

Fidelity  Equitv-Income  Fund 

C 

A 

-1.5 

"Fidelity  Fund 

C 

B 

3.1 

Fidelity  Magellan  Fund 

A  + 

B 

0.8 

"Fidelity  Puritan  Fund 

D 

A 

-1.9 

Fidelity  Select-Energy 

D 

C 

-1.7 

Fidelity  Select-Financial  Services 

A 

B 

-16.6 

Fidelity  Select-Health  Care 

A 

D 

-0.7 

Fidelity  Select-Prec  Metals  &  Minerals 

B 

C 

37.5 

Fidelity  Select-Technology 

C 

D 

-11.9 

Fidelity  Select-Utilities 

D 

A 

-9.3 

'Fidelity  Trend  Fund 

B 

D 

-3.3 

'Fidelity  Value  Fund 

B 

C 

-8.6 

"Fiduciary  Capital  Growth  Fund 

D 

C 

-8.9 

'Financial  Dynamics  Fund 

C 

D 

-3.5 

'Financial  Industrial  Fund 

C 

C 

0.0 

'Fund  has  no  load  or  shareholder  paid  12b  l  plan  I  i  oreign  fund*  were  rated  over  up  market  periods  from  10/31/76  to  10/31/80  and  9/30/82  to  8/31  s~  and  down 
market  |k-m.h.N  from  10/31  wi  io  9  JO/82  and  8  Jl  87  <•  12  Jl  87  Foreign  market  cycles  wen-  measured  with  the  doUai  adjusted  Morgan  Stanley  Capital 
International  BAFE  (Europe  taistraUa  Kit  East)  Index     'Formerh  Pilot  Fund     *Formerrj  vlplia  Fund     'Formerly  Farm  Bureau  Growth  Fund 

Sources  (  DA  Investment  Technologies;  Fokbb 
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Fund  Ratings 


Stock  &  balanced  funds 


Fund 

Performance  in 
UP          DOWN 
markets 

12-month 

total 

return 

'Financial  Industrial  Income  Fund 

D 

B 

4.9% 

First  Investors  Discovery  Fund 

D 

D 

-19.1 

First  Investors  Fund  for  Growth 

D 

F 

-8.4 

First  Investors  Natural  Resources 

F 

D 

20.8 

First  Investors  Option  Fund 

F 

A 

-2.5 

44  Wall  Street  Equity  Fund 

C 

F 

-41.9 

*44  Wall  Street  Fund 

D 

F 

-34.6 

Founders  Equity  Income  Fund 

D 

A  + 

1.9 

Founders  Growth  Fund 

A 

C 

11.7 

Founders  Mutual  Fund 

C 

C 

2.4 

'Founders  Special  Fund 

A 

D 

5.3 

FPA  Capital  Fund 

C 

C 

10.9 

FPA  Paramount  Fund 

D 

A 

21.4 

Franklin  Dynatech  Fund 

C 

C 

13.7 

Franklin  Equity  Fund 

B 

C 

-09 

Franklin  Gold  Fund 

B 

D 

51.0 

Franklin  Growth  Fund 

C 

B 

20.1 

Franklin  Income 

c 

A 

3.8 

Franklin  Option  Fund 

D 

B 

2.3 

Franklin  Utilities  Fund 

F 

A  + 

-5.5 

Fund  of  America 

C 

B 

8.1 

Fund  of  the  Southwest 

C 

D 

-3.8 

Fundamental  Investors 

B 

B 

3.9 

'Gateway  Option  Income  Fund 

F 

A 

-5.7 

General  American  Investors 

A 

D 

-10.0 

'General  Securities 

D 

B 

1.9 

Gintel  ERISA  Fund 

D 

A 

-1.1 

Gintel  Fund 

D 

C 

-14.2 

Golconda  Investors 

C 

D 

30.3 

Greenway  Fund 

B 

D 

-3.3 

Growth  Fund  of  America 

A 

B 

8.6 

'Growth  Industry  Shares 

C 

C 

6.7 

'Guardian  Mutual  Fund 

B 

C 

-0.5 

Guardian  Park  Ave  Fund 

B 

B 

2.9 

)ohn  Hancock  Growth  Trust 

A 

D 

5.9 

'Hartwell  Emerging  Growth1 

A  + 

F 

8.2 

'Hartwell  Growth  Fund 

A  + 

D 

23.3 

Hutton  Investment-Growth 

C 

A 

15.7 

*IAI  Regional  Fund 

A 

B 

5.2 

*IAI  Stock  Fund 

C 

B 

15.4 

IDS  Discovery  Fund 

C 

D 

-10.2 

IDS  Equity  Plus 

B 

C 

10.3 

IDS  Growth  Fund 

A  + 

D 

-0.7 

IDS  Mutual 

C 

B 

5.9 

IDS  New  Dimensions  Fund 

A 

B 

15.3 

Fund 

Performance  in 
UP          DOWN 
markets 

12-month 

total 

return 

IDS  Progressive  Fund 

C 

B 

1.8% 

IDS  Stock  Fund 

D 

B 

9.6 

Income  Fund  of  America 

D 

A  + 

0.9 

Interstate  Capital  Growth  Fund 

F 

D 

-1.7 

Investment  Company  of  America 

B 

B 

4.8 

Investment  Trust  of  Boston 

C 

D 

0.5 

Investors  Research  Fund 

A 

D 

10.7 

IRI  Stock  Fund 

B 

B 

5.4 

ISI  Growth  Fund 

F 

A 

0.2 

ISI  Trust  Fund 

F 

A  + 

4.3 

*Ivy  Growth  Fund 

C 

A 

-1.8 

'Janus  Investment  Fund 

C 

A 

3.9 

t  Japan  Fund2 

C 

A 

31.1 

JP  Growth  Fund 

D 

B 

0.1 

Kemper  Growth  Fund 

A 

D 

8.3 

Kemper  Option  Income  Fund 

F 

A 

-7.9 

Kemper  Summit  Fund 

A 

D 

2.5 

Kemper  Total  Return  Fund 

A  + 

F 

-2.1 

Keystone  Custodian  K-l 

D 

C 

3.6 

Keystone  Custodian  K-2 

B 

D 

-1.6 

Keystone  Custodian  S-l 

C 

C 

5.5 

Keystone  Custodian  S-3 

B 

D 

5.9 

Keystone  Custodian  S-4 

A 

F 

-5.9 

Keystone  International  Fund 

D 

B 

9.0 

Keystone  Precious  Metals  Holdings 

B 

F 

42.5 

tKleinwort  Benson  Transatlantic  Growth 

C 

D 

9.1 

Lehman  Capital  Fund 

A 

B 

1.8 

Lehman  Corp 

B 

C 

1.3 

Lehman  Investors  Fund 

C 

B 

0.3 

'Lehman  Opportunity  Fund 

B 

B 

4.5 

Lepercq-Istel  Fund 

D 

C 

2.3 

'Leverage  Fund  of  Boston 

B 

F 

-6.2 

Lexington  Goldfund 

A 

C 

46.3 

Lexington  Growth  Fund 

B 

D 

0.0 

Lexington  Research  Fund 

C 

C 

0.0 

'Lindner  Fund 

D 

A  + 

8.8 

'Loomis-Sayles  Capital  Develop  Fund 

A  + 

B 

15.1 

'Loomis-Sayles  Mutual  Fund 

A 

B 

13.7 

Lord  Abbett  Developing  Growth 

C 

D 

0.8 

'Mairs  &  Power  Growth  Fund 

C 

C 

-2.7 

Manhattan  Fund 

A 

C 

0.4 

'Horace  Mann  Growth  Fund 

C 

C 

5.8 

Mass  Capital  Development  Fund 

A 

C 

3.9 

Mass  Financial  Development  Fund 

A 

D 

5.4 

Mass  Financial  Emerging  Growth  Trust 

A 

D 

-10.2 

"Fund  has  no  load  or  shareholder-paid  12b- 1  plan  tForeign  funds  were  rated  over  up  market  periods  from  10/31/76  to  10/31/80  and  9/30/82  to  8/31/87  and  down 
market  periods  from  10/31/80  to  9/30/82  and  8/31/87  to  12/31/87.  Foreign  market  cycles  were  measured  with  the  dollar-adjusted  Morgan  Stanley  Capital 
International  EAFE  (Europe  Australia  Far  East)  Index.  'Formerly  Hartwell  Leverage  Fund  2One  percent  redemption  fee  will  be  discontinued 
Feb  14.1988.  Sources  CDA  Investment  Technologies;  Forbes. 
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Fund  Ratings 


Stock  &  balanced  funds 


Fund 

Performance  in 
UP          DOWN 
markets 

12-month 

total 

return 

Mass  Financial  Total  Return  Trust 

B 

C 

3.5% 

Mass  Investors  Growth  Stock  Fund 

B 

C 

5.7 

Mass  Investors  Trust 

B 

C 

7.5 

"Mathers  Fund 

B 

B 

26.2 

Medical  Technology  Fund 

A 

D 

-1.9 

Meeschaert  Capital  Accumulation 

D 

B 

-0.7 

Merrill  Lynch  Basic  Value  Fund 

C 

B 

4.3 

Merrill  Lynch  Capital  Fund 

C 

A 

4.3 

Merrill  Lynch  Equi-Bond  I  Fund 

D 

B 

5.7 

Merrill  Lynch  Special  Value 

D 

D 

-18.6 

MidAmerica  High  Growth  Fund 

D 

B 

8.6 

MidAmerica  Mutual  Fund 

D 

A 

8.3 

Mutual  Benefit  Fund 

C 

B 

-4.5 

Mutual  of  Omaha  Growth  Fund 

D 

C 

-3.4 

Mutual  of  Omaha  Income  Fund 

F 

A 

6.8 

'Mutual  Qualified  Income  Fund 

C 

A  + 

7.5 

'Mutual  Shares  Corp 

D 

A 

6.2 

National  Aviation  &  Technology 

C 

D 

-12.3 

National  Growth  Fund 

D 

D 

-13.4 

'National  Industries  Fund 

D 

C 

11.2 

National  Stock  Fund 

D 

B 

-3  6 

National  Total  Income  Fund 

C 

B 

19 

National  Total  Return  Fund 

B 

C 

-2.2 

Nationwide  Fund 

D 

B 

2.5 

Nationwide  Growth  Fund 

C 

B 

2.7 

Nautilus  Fund 

D 

D 

-148 

Neuwirth  Fund 

B 

D 

-10.2 

New  England  Equity  Income  Fund 

D 

A 

0.5 

New  England  Growth  Fund 

A 

A 

18.1 

New  England  Retirement  Equity  Fund 

B 

A 

10.6 

+  New  Perspective  Fund 

D 

A 

12.8 

New  York  Venture  Fund 

A 

C 

-0.2 

Newton  Growth  Fund 

B 

D 

-3.6 

Niagara  Share  Corp 

A 

D 

-^.H 

Nicholas  Fund 

B 

A 

-13 

'Nurtheul  lavcston  drowth 

A 

C 

-3.2 

\<n.i  Fund 

C 

C 

5.8 

Omega  Fund 

B 

D 

7.8 

One  Hundred  Fund 

C 

C 

17.7 

li.it  Kirs  1  und 

B 

D 

-3.7 

i'.ih  Income  Fund 

C 

B 

9.3 

B 

D 

-1.9 

>al  Fund 

B 

C 

-2.2 

Oppenin                    lium  Income 

F 

A  + 

45.3 

Oppenh.                          ,   nid 

D 

C 

-9.1 

Fund 

Perfon 
UP 
ma 

nance  in 
DOWN 

12-month 

total 

return 

Oppenheimer  Target  Fund 

B 

D 

-17.5% 

Oppenheimer  Time  Fund 

A 

C 

8.4 

Oppenheimer  Total  Return  Fund 

C 

C 

12.6 

Over-the-Counter  Securities  Fund 

C 

C 

-13.1 

Partners  Fund 

B 

A 

4.2 

Pax  World  Fund 

C 

D 

2.2 

'  Penn  Square  Mutual  Fund 

D 

B 

4.9 

'Pennsylvania  Mutual  Fund 

C 

B 

1.4 

Petroleum  &  Resources  Corp 

B 

D 

3.2 

Philadelphia  Fund 

D 

C 

3.7 

Phoenix  Balanced  Fund 

B 

C 

9.7 

Phoenix  Convertible  Fund 

D 

A  + 

10.6 

Phoenix  Growth  Fund 

B 

A 

11.4 

Phoenix  Stock  Fund 

A 

B 

11.3 

Phoenix  Total  Return 

D 

B 

11.1 

Pilgrim  MagnaCap  Fund 

C 

A 

0.7 

Pine  Street  Fund 

C 

C 

-5.1 

Pioneer  Fund 

B 

C 

4.9 

Pioneer  II 

B 

C 

-0.4 

*T  Rowe  Price  Growth  Stock  Fund 

C 

D 

3.3 

*T  Rowe  Price  New  Era  Fund 

A 

D 

17.5 

"T  Rowe  Price  New  Horizons  Fund 

B 

D 

-7.3 

Princor  Capital  Accumulation  Fund 

C 

A 

6.1 

Princor  Growth  Fund 

B 

D 

3.0 

Provident  Fund  for  Income 

D 

B 

1.6 

Prudential-Bache  Equity  Fund 

B 

B 

1.3 

Prudential-Bache  Growth  Opportunity 

B 

D 

-8.5 

Prudential-Bache  Utility  Fund 

D 

A 

-8.7 

Putnam  Convertible  Income-Growth 

D 

B 

-5.8 

Putnam  Energv-Resources  Trust 

D 

F 

8.8 

Putnam  Fund  for  Growth  &  Income 

C 

B 

1.1 

George  Putnam  Fund  of  Boston 

B 

C 

3.7 

Putnam  Health  Sciences  Trust 

A 

C 

6.3 

I'm  ii.iiii  International  Equities  Fund 

B 

C 

7.2 

Putnam  Investors  Fund 

B 

C 

0.9 

Putnam  Option  Income  Trust 

D 

B 

-6.5 

Putnam  Vista  Basic  Value 

A 

B 

5.2 

Putnam  Voyager  Fund 

A 

D 

10.6 

'Quasar  Associates 

A  + 

D 

1.4 

'Quest  for  Value  Fund 

C 

A  + 

-2.1 

Rochester  Tax  Managed  Fund 

F 

B 

.0  0 

'Safeco  Equity  Fund 

C 

D 

-4.4 

'Safeco  Growth  Fund 

C 

C 

7.4 

'Safeco  Income  Fund 

D 

A 

-6.2 

'Scudder  Capital  Growth  Fund 

B 

C 

-0.8 

"Fundhasno  paid  12b-l  plan     tPoreign  funds  were  rated  o» 

market  peril  KV82  and  h.m  B7  t,.  \i  ji  87  Foreign  m 

International  i ■  ■  ,-•  >  index 


ei  upmarket  periods  from  10/31/76  to  10/31  80  and  9  JO/82  to  861  87  and  down 
arkei  cycles  were  measured  with  [he  dollar-adjusted  Morgan  Stanley  Capital 

Sources  CDA  Investment  Technologies,  Fokbbs. 
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BOARD  ROC 


The  Home 
Of  The  Brave. 


The  Board  Room. 

An  extremely  sensitive 
>pot  these  days. 

Several  corporations  have 
>een  their  outside  directors  resign 
m  masse. 

Many  other  companies  are 
suffering  an  exodus  of  directors 
svho  no  longer  will  risk  serving 
3n  outside  boards. 

And  the  list  of  organiza- 
ions  having  difficulty  attracting 
op  board  talent  is  mounting  daily. 

The  situation  is  growing 
:ritical  for  corporations  grappling 
vith  tough  issues  such  as  asset 
'edeployment,  restructuring,  and 
akeovers.  At  a  moment  when 
hey  urgently  need  experienced 
brainpower,  they  are  losing  it. 

What  is  worrying  the 


executives  who  steer  America's 
corporations? 

The  very  same  thing  that's 
unnerving  their  insurers:  lawsuits. 

Available  data  suggest  that 
the  number  of  companies  experi- 
encing claims  against  directors 
has  doubled  in  the  last  decade. 

Not  unexpectedly,  insur- 
ance for  directors  and  officers, 
once  a  common  commodity,  has 
become  very  scarce  and  very 
expensive.  Many  corporations 
have  been  forced  to  "go  bare." 

The  directors'  insurance 
dilemma  echoes  the  medical 
malpractice  insurance  crisis, 
where  a  barrage  of  lawsuits  and 
rocketing  premiums  are  sending 
shock  waves  through  the  entire 
medical  profession. 


=<ISK  AND  INSURANCE  MANAGEMENT  SERVICES;  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD. 


Now  "management  mal- 
practice" suits  are  multiplying, 
spurred  by  a  legal  environment 
in  which  the  definition  of  liability 
constantly  expands  and  jury 
awards  more  closely  resemble 
rewards. 

Tort  reform  clearly  is  in 
order.  The  litigation  epidemic  in 
America  must  be  brought  under 
control. 

Encouraging  legislators 
to  act  now  might  be  fhe  wisest 
decision  a  corporation  could 
make  in  its  own  behalf. 


JOHNSON 
J&OIGGINS 

Consulting  on  a  lot  more  than  insurance. 


Fund  Ratings 


Stock  &  balanced  funds 


Fund 

Performance  in 
UP          DOWN 
markets 

12-month 

total 

return 

'Scudder  Development  Fund 

C 

C 

-1.6% 

-•.udder  Growth  &  income  Fund 

B 

C 

3.5 

'   Scudder  International  Fund 

C 

c 

1.0 

Security  Equity  Fund 

A 

D 

4.6 

Security  Investment  Fund 

D 

C 

1.0 

Security  Ultra  Fund 

A 

D 

-18.2 

Selected  American  Shares 

D 

A 

0.2 

Selected  Special  Shares 

C 

D 

1.0 

Seligman  Capital  Fund 

A 

D 

-2.6 

Seligman  Common  Stock  Fund 

B 

B 

0.2 

Seligman  Growth  Fund 

B 

D 

3.3 

Seligman  Income  Fund 

D 

A 

-4.0 

Sentinel  Balanced  Fund 

C 

B 

0.7 

Sentinel  Common  Stock  Fund 

C 

A 

0.0 

Sentinel  Growth  Fund 

A 

C 

6.4 

Sentry  Fund 

B 

D 

-6.0 

'Sequoia  Fund 

D 

A  + 

7.2 

Shearson  Appreciation  Fund 

A 

B 

7.0 

Shearson  Fundamental  Value  Fund 

D 

B 

2.5 

Sigma  Capital  Shares 

B 

B 

-1.3 

Sigma  Investment  Shares 

C 

B 

i.i 

Sigma  Special  Fund 

B 

C 

6.0 

Sigma  Trust  Shares 

C 

C 

-1.8 

Sigma  Venture  Shares 

B 

D 

-13.6 

Smith  Barney  Equity  Fund 

B 

C 

11.5 

Smith  Barnev-Income  &  Growth 

D 

A 

-2.8 

sni  ,111  International  Fund 

D 

A  + 

13.8 

Source  Capital 

D 

A  + 

1.7 

Sovereign  Investors 

D 

A 

0.2 

State  Bond  Common  Stock  Fund 

C 

D 

6.0 

State  Bond  Diversified  Fund 

D 

B 

2.8 

'State  Street  Investment  Corp 

B 

C 

6.9 

Steadman  Associated  Fund 

F 

C 

-24.5 

'Stein  Roe  &  Farnham  Cap  Opportunm 

A  + 

F 

4.7 

'Stein  Roe  &  Farnham  Stock  Fund 

A 

D 

3.7 

'SieuiRoe  Special  Fund 

A 

c 

11 

'SuinRoe  Total  Return  Fund 

B 

F 

04 

'SteinRoe  I  ni\erse  Fund 

B 

D 

-2.6 

Itegk  Investments  Fund 

A  + 

F 

23.6 

mi  Growth  Fund 

D 

C 

-4.3 

Monthly  Dividend  Shares 

D 

A  + 

-11.3 

men!  Fund 

c 

B 

-0.5 

I  iru  Fund 

A 

C 

5.8 

Sun.  . 

B 

D 

-3.1 

Technoli 

A 

D 

8.7 

Fund 

Perforr 
UP 
ma 

nance  in 
DOWN 

12-month 

total 

return 

'Templeton  Global  I 

B 

C 

-11.7% 

tTempleton  Growth  Fund 

C 

B 

3.0 

Templeton  World  Fund 

C 

B 

3.3 

Tri-Continental  Corp 

B 

C 

2.9 

'Tudor  Fund 

A 

C 

1.1 

*20th  Century  Growth  Investors 

A  + 

D 

13.3 

*20th  Century  Select  Investors 

A  + 

C 

5.7 

*20th  Century  Ultra  Investors 

A 

F 

6.4 

'Unified  Growth  Fund 

C 

C 

-10.9 

'Unified  Income  Fund 

C 

D 

-11.6 

'Unified  Mutual  Shares  Fund 

D 

B 

-2.3 

United  Accumulative  Fund 

C 

B 

4.5 

United  Continental  Income  Fund 

B 

D 

-8.0 

United  Income  Fund 

D 

A 

7.2 

l.'nited  International  Growth 

D 

A 

17.0 

United  Retirement  Shares 

C 

C 

-3.4 

United  Science  &  Energy  Fund 

B 

C 

12.4 

'^United  Services-Gold  Shares  Fund 

A  + 

D 

31.6 

'United  Services-Good  &  Bad  Times 

D 

B 

0.6 

US  Trend  Fund 

B 

C 

18.0 

United  Vanguard  Fund 

B 

B 

8.8 

*USAA  Mutual-Growth  Fund 

C 

D 

8.0 

'USAA  Mutual-Sunbelt  Era  Fund 

B 

D 

0.1 

'Value  Line  Fund 

B 

C 

4.7 

'Value  Line  Income  Fund 

D 

A 

-1.7 

'Value  Line  Leveraged  Growth  Inv 

B 

B 

3.0 

'Value  Line  Special  Situations  Fund 

C 

D 

-9.6 

\  an  Eck-International  Investors 

A 

C 

34.8 

Vance,  Sanders  Special  Fund 

D 

C 

-6.8 

'Vanguard  Explorer  Fund 

C 

D 

-6.7 

'Vanguard  High  Yield  Stock' 

D 

A  + 

-4.8 

'Vanguard  Index  Trust 

B 

C 

4.7 

'Vanguard  WL  Morgan  Growth  Fund 

B 

C 

4.7 

'Vanguard  Naess  &  Thomas  Special  Fund 

C 

D 

-7.3 

'Vanguard  Trustees'  Commingled-US 

B 

B 

1.6 

'Vanguard  Wellesley  Income  Fund 

D 

A  + 

-1.9 

'Vanguard  Wellington  Fund 

A 

C 

2.3 

'Vanguard  Windsor  Fund 

B 

A 

4.8 

Wall  Street  Fund 

C 

D 

-2.3 

Washington  Mutual  Investors 

C 

A 

1.3 

Weingarten  Equity  Fund 

A  + 

D 

9.6 

'WPG  Fund 

A 

C 

6.8 

• 

Tundha  i  udl2b-lplan  ued  over  up  market  pe Is  from  10/31/76  to  10/31/80  and  9/30/82  to  861/87  and  down 

market  periods  ■._      rj  -  H  87  to  12/31  87   Foreign  market  cycles  were  measured  with  the  dollar-adjusted  Morgan  Stanley  Capital 

International  1  v  ist)  Index      'Formerly  Vanguard  Dividend  I  Fund  Sources  CDA  hwestment  Technologies;  Forbes 
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Some  relationships  require 
complete  trust. 


•  • 


^p  ■► 


Financial  Planning 
is  another  one. 


That's  why  people  who  need  planning  turn  to 
Certified  Public  Accountants.  CPAs  have 
helped  families  and  businesses  manage  their 
finances  for  more  than  100  years. 

With  CPAs,  you  can  count  on: 

Objective  Advice:  CPAs  who  abide  by  the 
Code  of  Professional  Ethics  of  the  American 
Institute  of  CPAs  do  not  take  commissions  on 
the  sale  of  financial  products.  That  means  their 
recommendations  are  based  on  your  needs. 

Broad  Expertise:  CPAs  are  familiar  with  a 
full  range  of  financial  strategies,  including  tax 
options. 


Creative  Solutions:  Personal  financial  plan- 
ning is  an  ongoing  process — not  a  product. 
CPAs  get  to  know  their  clients'  needs  so  they 
can  develop  unique,  imaginative  plans  for  each 
individual  or  family. 

Established  Ethics:  CPAs  uphold  a  strong 
Code  of  Professional  Ethics.  Their  loyalty  is 
only  to  their  clients. 

Trust  is  the  key.  Talk  to  a  CPA  about  personal 
financial  planning,  or  write  us  for  more 
information. 

CPAs:  Professional  financial  advisors  you 
can  trust. 

American  Institute  of 
Certified  Public  Accountants 

Personal  Financial  Planning  Division 
1211  Avenue  of  the  Americas 
New  York,  NY  10036-8775 


Fund  ratings 


Bond  and  preferred  funds 


We  told  you  so — or  at  least  we  warned  you  about 
the  risks. 
The  bond  rating  tables  published  here  a  year  ago 
introduced  a  new  statistic,  interest  rate  risk.  It's  a  measure 
of  how  sensitive  a  bond  portfolio  is  to  changes  in  interest 
rates.  When  rates  head  down,  which  is  bullish  for  the  bond 
market,  a  highly  sensitive  portfolio  will  do  best;  a  portfolio 
with  very  low  sensitivity  will  look  second-rate. 

There  was  good  reason  for  the  new  measure.  Go  down  is 
what  rates  did  the  previous  year.  In  1986  funds  with  the 
riskiest  bonds — other  things  being  equal,  those  with  the 
longest  maturities — had  the  best  total  returns.  But,  we 
noted,  those  same  funds  can  be  expected  to  do  the  worst  in 
a  period  of  rising  rates.  Which  is  what  happened  in  1987. 

Consider  Dreyfus  A  Bonds  Plus,  rated  as  high  risk  in  the 
Feb.  9,  1987  report.  It  had  a  better  than  average  13.9% 
return  in  1986,  a  good  chunk  from  capital  gains  as  bonds 
climbed  in  price.  But  the  risk  boomeranged  in  last  year's 


bear  market,  and  the  fund's  total  return  for  1987  was 
minus  1.1%.  The  high-risk  rating  continues  this  year. 

Now  look  at  Federated  Short-Intermediate,  rated  very 
low  in  interest  rate  risk.  It  did  poorly  in  1986  (total  return: 
9.5%)  but  among  the  best  last  year  (5%). 

We  calculate  rate  risk  by  comparing  the  fund's  monthly 
returns  over  the  last  24  months  with  the  returns  on  our 
benchmark,  the  Merrill  Lynch  Corporate/Government 
bond  index.  No  rate-risk  rating  is  shown  if  the  fund  is  less 
than  two  years  old  or  if  it  has  not  historically  paralleled 
the  overall  bond  market.  Please  note  that  the  rating  mea- 
sures interest  rate  sensitivity  only.  Credit  risk  is  not 
captured  in  this  statistic.  We  won't  know  how  badly  those 
junk  bond  funds  will  do  in  a  recession  until  we  get  one. 

Open-end  bond  funds  are  listed  here  if  they  have  been  in 
existence  since  Dec.  31,  1986  and  had  at  least  $100  million 
in  assets  June  30,  1987.  Most  of  the  raw  data  come  from 
CDA  Investment  Technologies. 


Fund 

— 12-month — 
total 
return         yield 

Interest 
rate 
risk 

Advantage  Government  Securities  Fund 

-3.8% 

7.3% 

Alliance  Bond  Fund-High  Yield 

-2.0 

13.6 

Alliance  Bond  Fund-US  Government 

3.7 

1 10 

very  low 

Alliance  Mortgage  Securities  Income 

3.5 

111 

low 

American  Capital  Corp  Bond  Fund 

6.1 

118 

American  Capital  Government  Securities 

-1.5 

9.0 

average 

American  Capital  High  Yield  Inv 

2.2 

13.5 

American  Funds  Income-US  Govt  Guar 

1.0 

9.8 

average 

AMEV  US  Govt  Securities  Fund 

3.7 

9.5 

average 

"Bank-it  Capital  Trust-Fixed  Income 

2.8 

89 

'Benham  Government  Income-GNMA 

2.8 

9.1 

average 

Bond  Fund  of  America 

2.0 

10.2 

high 

Bull  &  Bear  High  Yield  Fund 

-6A 

14.5 

Cardinal  Government  Guaranteed  Fund 

4.0 

9.6 

Cigna  High  Yield  Fund 

3.1 

12.4 

Cigna  Income  Fund 

06 

9.1 

very  high 

(  olonial  Govt  Securities  Plus  Trust 

0.0 

7.3 

very  high 

Colonial  High  Yield  Securities 

4.3 

117 

Colonial  Income  Trust 

0.3 

11.3 

very  low 

'Columbia  Fixed  Income  SituriiiiN 

1.3 

8.4 

average- 

(  oiiipnsite  Income  Fund 

6.0 

10.7 

(  mtipoMte  US  Govt  Securities 

2.1 

9.3 

Criterion  Bond-Investment  Qualiiv 

1.1 

10.5 

very  high 

Criterion  Bund-US  Govt  High  Yield 

2.3 

8.4 

low 

Dean  Witter  High  Yield  Sees 

-0.7 

14  7 

Dcafl  Witter  I  s  (,ovi  Securities 

3.9 

9.9 

low 

Delaware  Treasury  Iwnw  llHWUHI 

53 

7.0 

very  low 

DdchettU  Bond  Fund 

5.1 

12.6 

Fund 

— 12- month — 
total 
return         yield 

Interest 
rate 
risk 

Drexel  Series-Government  Securities 

-2.0% 

7.3% 

high 

"Dreyfus  A  Bonds  Plus 

-1.1 

9.3 

high 

Dreyfus  GNMA  Fund 

1.8 

9.2 

average 

Eaton  Vance  Govt  Obligations  Trust 

4.3 

10.2 

average 

Federated  Corporate  Cash  Trust 

2.1 

6.5 

'Federated  GNMA  Trust 

3.5 

9.7 

average 

Federated  High  Income  Securities 

0.0 

13.2 

'Federated  High  Yield  Trust 

1.2 

13.0 

'Federated  Income  Trust 

4.6 

9.7 

'Federated  Intermediate  Government 

3.8 

8.2 

average 

'Federated  Short-Intermediate  Govt 

5.0 

7.6 

very  low 

'Fidelity  Flexible  Bond  Fund 

0.1 

9.3 

high 

'Fidelity  Ginnie  Mae 

1.2 

8.7 

average 

'Fidelity  Government  Securities  Fund 

1.1 

9.0 

average 

'Fidelity  High  Income  Fund 

1.3 

12.4 

'Fidelity  Intermediate  Bond  Fund 

-1.1 

12.8 

average 

'Fidelity  Mortgage  Securities 

2.7 

9.1 

average 

First  Investors  Bond  Appreciation 

-7.0 

12.2 

First  Investors  Fund  for  Income 

-2.3 

13.0 

First  Investors  Government  Fund 

-1.2 

8.1 

average 

First  Trust  Fund-US  Government 

2.8 

8.5 

Franklin  AGE  High  Income  Fund 

1.2 

13.1 

Franklin  US  Government  Securities  Fund 

4.3 

10.1 

low 

Freedom  Investment-Government  Plus 

0.9 

9.2 

FS  Government  Securities  Income  Fund1 

-3.3 

9.2 

high 

Fund  for  US  Govt  Securities 

5.4 

9.3 

Government  Income  Securities 

4.0 

9.4 

Home  Investors  C.ovt  Guaranteed  Income 

1.1 

8.4 

average 

■  I.  Md  or  shareholder  paid  12b  l  plan     'Formeri)  Yes  Fund 


Sources  <  P.\  Investment  Technologies;  Form*. 
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Fund 

— 12-months — 
total 
return         yield 

Interest 
rate 
risk 

Hutton  Investment-Bond  &  Income 

-3.1% 

10.6% 

very  high 

Hutton  Investment-Govt  Securities 

-5.3 

10.9 

average 

IDS  Bond  Fund 

-0.1 

10.0 

high 

IDS  Extra  Income  Fund 

0.9 

11.7 

IDS  Federal  Income  Fund 

2.5 

8.2 

average 

IDS  Selective  Fund 

1.4 

9.2 

high 

IDS  Strategy  Fund-Income 

-1.8 

6.0 

Investment  Portfolios-Govt  Plus 

1.8 

10.7 

average 

Investment  Portfolios-High  Yield 

5.8 

12.6 

John  Hancock  Bond  Trust 

0.8 

9.7 

average 

(ohn  Hancock  US  Govt  Guaranteed  Mort 

1.9 

9.8 

John  Hancock  US  Govt  Securities 

-1.2 

8.7 

high 

Kemper  High  Yield  Fund 

8.1 

11.7 

Kemper  Income  &  Capital  Preservation 

3.1 

11.0 

average 

Kemper  US  Govt  Securities 

2.6 

10.9 

high 

Keystone  Custodian  B-l 

-2.6 

8.7 

high 

Keystone  Custodian  B-2 

0.4 

9.9 

Keystone  Custodian  B-4 

-3.9 

12.9 

Kidder  Peabody  Govt  Income  Fund 

2.6 

7.7 

average 

Lexington  GNMA  Income  Fund 

1.0 

9.0 

average 

Lord  Abbett  Bond-Debenture  Fund 

2.0 

11.9 

Lord  Abbett  US  Government  Securities 

1.5 

11.5 

high 

Mass  Financial  Bond  Fund 

-1.3 

9.1 

high 

Mass  Financial  High  Income-Series  I 

-0.9 

14.6 

Mass  Financial  International-Bond 

24.5 

18.3 

Merrill  Lynch  Corp  Bond-High  income 

4.9 

12.2 

Merrill  Lynch  Corp  Bond-High  Quality 

0.4 

9.0 

average 

Merrill  Lynch  Corp  Bond-Intermediate 

0.6 

8.6 

average 

Merrill  Lynch  Federal  Securities 

2.6 

9.0 

average 

Merrill  Lynch  Retirement/Income  Fund 

1.5 

8.6 

MFS  Government  Guaranteed  Sees 

0.2 

9.5 

low 

MFS  Government  Securities  High  Yield 

-3.6 

10.5 

National  Bond  Fund 

-4.6 

18.7 

National  Federal  Securities  Trust 

-5.6 

11.0 

high 

'Neuberger  &  Herman  Ltd  Maturity  Bond 

3.6 

6.9 

New  England  Govt  Securities  Fund 

-0.1 

7.4 

high 

'Northeast  Investors  Trust 

0.1 

16.3 

Oppenheimer  High  Yield  Fund 

7.2 

13.7 

Oppenheimer  US  Government 

2.6 

8.4 

average 

PaineWebber  Fixed  Inc-GNMA 

0.5 

8.8 

average 

Paine  Webber  Fixed  Inc-High  Yield 

-2.3 

13.3 

PaineWebber  Fixed  Inc-Invest  Grade 

-1.7 

9.6 

high 

PaineWebber  Master  Series  Income 

-2.8 

8.7 

Fund 

— 12-months — 

total 

return         yield 

Interest 
rate 
risk 

Phoenix  High  Yield  Fund 

1.6% 

13.1% 

Pilgrim  GNMA  Fund 

0.9 

9.9 

Pilgrim  Preferred  Fund 

-9.1 

13.6 

*T  Rowe  Price  GNMA  Fund 

0.9 

9.7 

low 

T  Rowe  Price  High  Yield  Fund 

3.0 

12.8 

*T  Rowe  Price  New  Income  Fund 

2.0 

8.7 

average 

'T  Rowe  Price  Short-Term  Bond  Fund 

5.2 

7.6 

very  low 

Prudential-Bache  GNMA  Fund 

1.1 

7.7 

average 

Prudential-Bache  Government  Plus 

0.5 

7.1 

Prudential-Bache  Govt  Sees-Inter  Term 

1.9 

8.6 

average 

Prudential-Bache  High  Yield  Fund 

1.7 

11.1 

Putnam  GNMA  Plus  Trust 

-1.2 

12.2 

Putnam  High  Income  Government  Trust 

-1.1 

8.9 

very  high 

Putnam  High  Yield  Trust 

4.6 

13.1 

Putnam  High  Yield  Trust  II 

6.1 

12.0 

Putnam  Income  Fund 

1.9 

11.7 

average 

Putnam  US  Govt  Guaranteed  Securities 

4.6 

10.2 

low 

*Scudder  Government  Mortgage  Securities 

1.6 

8.9 

average 

'Scudder  income  Fund 

3.0 

8.7 

average 

Seligman  High  Inc-US  Govt  Guaranteed 

-3.2 

8.1 

very  high 

Shearson  High  Yield  Fund 

5.8 

12.6 

Shearson  Lehman-Long  Term  Govt 

-1.2 

7.5 

average 

Shearson  Managed  Governments 

1.4 

8.8 

low 

Smith  Barney-US  Government 

2.7 

10.3 

'SteinRoe  Managed  Bonds 

2.5 

10.3 

high 

'Strong  Income  Fund 

4.4 

13.2 

Thomson  McKinnon  Inves-Income 

4.8 

11.1 

Thomson  McKinnon  Inves-US  Govt 

-0.2 

10.0 

average 

*20th  Century  US  Govt  Investors 

3.7 

8.3 

low 

United  Bond  Fund 

4.5 

9.0 

high 

United  Government  Securities 

-3.4 

8.6 

very  high 

United  High  Income  Fund 

0.0 

13.8 

*USAA  Mutual-Income  Fund 

2.6 

9.5 

average 

'Value  Line  US  Government  Securities 

3.4 

12.9 

low 

Van  Kampen  Merritt  High  Yield  Fund 

7.2 

12.4 

Van  Kampen  Merritt  US  Government 

1.5 

9.9 

high 

'Vanguard  Adj  Rate  Preferred' 

3.0 

6.6 

•Vanguard  Convertible  Securities  Fund 

-10.7 

7.0 

'Vanguard  Fixed  Income  Secs-GNMA 

2.1 

9.5 

average 

'Vanguard  Fixed  Income  Sees-High  Yield 

2.6 

12.1 

'Vanguard  Fixed  Income  Sees-Invest  Grade 

0.2 

9.9 

high 

'Vanguard  Fixed  Income  Sees-Short  Term 

4.4 

7.3 

low 

'Vanguard  Preferred  Stock2 

-6.5 

9.5 

"Fund  has  no  load  or  shareholder-paid  12b- 1  plan      'Formerly  Vanguard  Qualified  Dividend  III. 


2Formerly  Vanguard  Qualified  Dividend  II. 

Sources:  CDA  Investment  Technologies;  Forbes 
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We  can't  remember  readers  or  reviewers  ever  having  a  better  time  with  a  book. 
Malcolm  Forbes  succeeds  in  doing  something  that  is  altogether  rare  in  this  world.  He 
has  fun-and  in  Around  the  World  on  Hot  Air  and  Two  Wheels  we  share  it  to  the  hilt. 


tt 


"A  book  overflowing  with 
exuberance  and  great 

gOOd  humor.  Malcolm  Forbes 
owner  and  editor  of  Forbes  magazine,  is 
surely  one  of  the  richest  of  men  and 
very  likely  the  busiest.  What  he  does 
with  his  money  is  endlessly  fascinating 
and.  in  a  way,  almost  endearing. .  Now 
he  has  put  together  a  handsome  book 
celebrating  his  exploits.  Around  the 
World  on  Hot  Air  and  Two  Wheels  is 


priced  at  $24.95  and  it's  worth  every 
penny."'  —Jeremiah  Tax,  Sports  Illustrated 

"So  overwhelmingly  a 
celebration  of  the  joys  of 

adventure,  as  well  as  an  affirma- 
tion of  the  'good  side'  of  life,  that  the 
reader  is  soon  buoyed  by  its  exuberant 
message.  'Don't  stay  put  when  you  can 
put  foot  into  any  part  of  this  still  whole, 
wide  and  mostly  wonderful  world."  " 
—Shirley  Horner,  The  New  York  Times 


A  cross  between  Man 
Polo  and  Jules  Verne. 

Who  else  in  the  second  half  of  the  2( 
century  would  fly  across  continents  c 
oceans  in  a  brightly-colored  balloon 
go  jolting  his  way  on  a  motorcycle 
through  countries  like  China,  Pakista 
and  across  North  Africa?  In  this  gor- 
geously illustrated  book  Forbes  tells  i 
and  how  he  did  it  and  why  he  will  pr 
sumably  go  on  doing  it  as  long  as  he 

A  book  for  the  eye  to 
admire  and  the  mind 
marvel  over!,-iohnBark,in 

neviews 


u 


Forbes 


60  Fifth  Avenue.  New  York,  New  York  1001 1 


Capital  Markets 


MONEY  &  INVESTMENTS 


Secondhand  unit  investment  trusts  are 
sometimes  a  good  buy — if  you  can  un- 
tangle the  messy  yield  numbers. 

USED  INVESTMENT 
TRUSTS 


By  Ben  Weberman 


Buying  a  unit  investment  trust  in 
the  secondhand  market  is  a  little 
chancy.  It  is  easy  to  be  misled  by 
quoted  yields  that  don't  really  re- 
flect your  likely  return  from  the  in- 
vestment. But  where  there  is  risk 
there  is  opportunity,  and  careful 
shopping  may  turn  up  a  nicely  di- 
versified bond  portfolio  at  a  gener- 
ous yield. 

A  unit  investment  trust — or 
UIT— is  a  fixed  portfolio  of  bonds 
purchased  with  a  stated  sum  of 
money  raised  at  one  time  by  a  spon- 
soring investment  firm.  It  is,  in  es- 
sence, a  closed-end  bond  fund  with 
a  do-nothing  portfolio  manager.  The 
sponsor  of  the  trust — Merrill  Lynch, 
Van  Kampen  Merritt,  Lebenthal  or 
John  Nuveen — puts  together  a  pool 
of  bonds,  then  sells  units  in  that 
static  pool.  No  bonds  are  traded.  As 
bonds  mature  or  are  called,  proceeds 
are  remitted  to  unit  holders. 

If  you  don't  want  active  manage- 
ment of  your  portfolio,  and  if  you 
don't  mind  the  lack  of  control  over 
your  cash  flow  (reinvestment  of  in- 
terest or  matured  principal  is  not  an 
option),  then  UITs  are  not  a  bad  deal. 
The  sponsor  and  the  underwriter  or 
broker/dealer  take  a  sales  fee  off  the 
top  for  organizing  the  pool  (typically 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


5%),  but  annual  expenses  are  lower 
than  in  an  actively  managed  open- 
end  bond  fund.  There  is  also  an  array 
of  special  UITs — insured,  state  trust 
and  high  yield. 

An  even  better  deal — some- 
times— is  to  buy  a  UIT  in  the  sec- 
ondary market.  Many  of  the  firms 
that  sponsor  UITs  make  markets  in 
their  own  trusts.  Bid  and  asked 
prices  are  published  daily  in  inter- 
nal sheets,-  dealer  offerings  are  listed 
in  a  trade  pamphlet,  The  Blue  List. 
Recently,  for  example,  Van  Kampen 
Merritt  was  quoting  its  Insured  Mu- 
nicipal Investment  Trust  No.  45 
(brought  to  market  in  August  1980 
at  $1,000  a  unit)  at  a  bid  of  $873,  an 
offer  of  $925.  Is  this  a  good  buy? 

Now  comes  the  tricky  part:  get- 
ting the  yield  to  call  or  maturity  of 
this  UIT,  for  comparison  with  other 
UITs  and  other  investments  (such 
as  individual  bonds).  Salespeople 
generally  quote  a  current  yield  on 
used  UITs,  but  current  yield  is 
downright  misleading.  It  is  not  the 
proper  number  to  look  at. 

Yield  calculations  are  tricky 
enough  on  open-end  funds.  One 
gimmick  is  to  take  full  credit  for  a 
fat  coupon  in  calculating  interest 
income  but  ignore  amortization  of 
bond  premium.  For  example,  the 
U.S.  Treasury  133As  of  2004  have  a 
current  yield  of  10%  (13%  divided 
by  the  recent  premium  price  of  138) 
but  a  true  yield  of  only  9.2%  when 
you  figure  in  the  erosion  of  that 
price  premium  of  38  points. 

The  tortoiselike  Securities  &.  Ex- 
change Commission  staff  is  about 
to  come  to  the  aid  of  investors  by 
proposing  a  standard  method  of  cal- 
culating yield  on  open-end  funds. 
Rules  on  UIT  yields  are  further 
down  on  the  SEC's  calendar. 


The  traditional  measure  of  return 
on  UITs  is  current  yield:  annual  in- 
come divided  by  the  offer  price  of 
the  trust's  units.  This  can  be  very 
misleading,  just  as  it  is  for  Treasury 
bonds.  But  the  already  murky  arith- 
metic is  rendered  all  the  murkier  by 
another  measure — the  remaining 
par  value  per  unit.  Unlike  a  Trea- 
sury bond,  a  UIT  might  already  have 
distributed  some  of  its  principal. 

Consider  now  that  Van  Kampen 
Merritt  issue  that  is  available  at 
$925.  A  salesperson  can  cite  a  cur- 
rent yield  of  8.7%,  very  generous  for 
high-quality  tax-free  paper,  which 
this  insured  portfolio  is.  But  the 
$925,  although  it  seems  to  be  at  a 
discount,  is  in  fact  at  a  premium 
over  the  remaining  par  value  of 
$815  per  unit.  The  UIT  portfolio  has 
a  remaining  average  life  of  28  years. 
Amortize  the  $110  premium  over 
that  period  and  the  return  shrinks  to 
8.4%.  In  this  case  the  secondhand 
UIT  is  still  a  good  buy.  An  investor 
in  one  of  Van  Kampen's  new  trusts 
would  receive  only  7.5%  or  so. 

But  not  all  older  issues  are  bar- 
gains. The  No.  70  trust  in  this  tax- 
free  series  has  a  remaining  par  value 
of  $891  a  unit  but  is  offered  at 
$1,168.  The  current  yield  of  9.7%  is 
most  inviting.  But  the  yield  to  aver- 
age life  of  10.4  years  is  only  7.3%.  If 
some  of  the  premium  bonds  are 
called,  average  life  will  shrink  and 
the  yield  will  shrink  accordingly. 

Merrill  Lynch  has  its  share  of 
good  secondary-issue  offerings. 
Long  Term  UIT  No.  171,  for  exam- 
ple, has  a  yield  to  average  life  of 
8.8%.  Empire  Guaranteed  No.  30 
from  Lebenthal-Glickenhaus-Mose- 
ley  Securities  is  trading  at  a  dis- 
count to  its  remaining  par  value.  It 
shows  a  current  return  of  only  7% 
but  a  yield  to  average  life  of  7.9%. 

Be  wary  of  the  effects  of  wide  bid- 
ask  spreads.  Empire  Guaranteed 
No.  22,  with  a  par  value  per  unit  of 
$876,  has  a  bid  of  $879  and  an  offer 
of  $935.  Needless  to  say,  a  yield  to 
average  life  calculated  off  the  bid  is 
much  higher  than  the  yield  an  in- 
vestor will  get  when  he  buys  at  the 
offer  price. 

The  key,  then,  is  to  buy  only  from 
someone  who  will  quote  older  UITs 
on  a  yield  to  average  life  or,  better 
yet,  yield  to  MSRB  life.  The  former 
takes  into  account  bonds  that  have 
some  risk  of  early  redemption.  The 
latter  calculation  is  even  more  re- 
fined. It  is  the  trust  equivalent  of 
yield  to  first  call  for  bonds  selling  at 
a  premium  over  call  price.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


Most  big  money  runners  are  biting  their 
nails.  Not  Dan  Cashman.  He's  buying 
and  buying  some  surprising  stocks. 

FEARLESS  DAN 
SCORES  AGAIN 


that  have  suffered  big  price  drops. 
He  says,  "If  our  six  special  situation 
stocks  were  to  go  back  to  only  half 
their  1987  highs,  they  would  be  up 
165%;  you  just  don't  see  these  kinds 
of  numbers  in  our  business." 

And  given  Cashman's  record, 
numbers  like  that  are  not  impossi- 
ble. Last  year  through  the  end  of 
October,  Cashman's  equity  ac- 
counts were  up  23%,  vs.  the  Stan- 
dard &  Poor's  500  gain  of  6.6% .  And 
since  the  firm's  start  in  1980,  his 
compound  annual  return  is  24%,  vs. 
a  17%  rise  in  the  S&P  500.  This 
kind  of  performance  explains  why 
Cashman,  who  started  with  zero 
money  eight  years  ago,  now  man- 
ages $1.1  billion. 

What  does  Cashman  like?  He 
owns  35  stocks,  and  beyond  the 
15%  in  utilities  (Forbes,  Oct.  19, 
1987],  35%  of  his  portfolio  is  in  fi- 
nancial— mostly  regional  banks, 
which  he  thinks  are  one  of  the  most 
undervalued  groups  in  the  market. 

He  likes  three  regional  bank  com- 
panies particularly.  First,  Manufac- 
turers National  Corp.,  a  Michigan 
holding  company  whose  chief  sub- 
sidiary is  Manufacturers  National 
Bank  of  Detroit.  It  is  17%  off  its 
high  and  trades  at  a  20%  discount  to 
book.  Second  is  Midlantic  Corp.,  a 
holding  company  for  banks  in  New 
Jersey  and  Pennsylvania.  Cashman 
says  it  is  one  of  the  cheapest,  best- 
run  banks  in  the  country;  it  is  down 
31%.  And  third  is  Maryland  Na- 
tional Corp.,  a  holding  company  for 
banks  in  Baltimore  and  Washing- 
ton, D.C.  All  three  firms  are  yield- 
ing over  4%  and  have  a  P/E  of  6. 

Cashman  also  is  up  for  energy 
stocks,  especially  drilling  compa- 
nies. "Conditions  for  gas  drilling  on 
the  Gulf  Coast  are  the  best  they've 


One  thing  that  has  characterized 
the  postcrash  market  is  a  more- 
than-usually  herdlike  behavior — 
even  predictably  flamboyant  money 
managers  are  playing  a  stodgy  game. 
It's  rare  to  find  a  contrarian,  or  one 
willing  to  go  on  the  record,  anyway. 
This  kind  of  environment  is  not 
only  boring  to  report  on  but  it's  bor- 
ing to  read  about.  Thus,  the  mo- 
ment seemed  right  to  phone  one  of 
the  more  dependable — and  fear- 
less— contrarians,  Dan  Cashman. 

Cashman,  of  Cashman,  Farrell  & 
Associates  in  Wayne,  Pa.,  was  one 
of  the  bears  I  talked  with  at  the 
beginning  of  October.  Back  then, 
Cashman — who  is  usually  fully  in- 
vested— said  that  he  was  35%  in 
cash  and  loading  up  on  utilities. 
Events  proved  cash  was  an  excellent 
bet  and  that  utilities  were  a  relative- 
ly safe  haven:  When  the  market 
tanked,  utilities  slid  18%  and  re- 
bounded quickly.  (Cashman  was 
down  only  6.5%  at  the  close  of  trad- 
ing on  Oct.  19.) 

As  I  expected,  Cashman  was  in 
heaven.  This  environment  is  perfect 
tor  buying  according  to  his  rules:  He 
looks  only  at  stocks  whose  P/Es  put 
them  in  the  bottom  40%,  and  of 
those,    he'll    consider  only   stocks 

Susan  lev  is  u  senior  editor  <>/  Forbes 


been  since  the  big  crack  at  the  be- 
ginning of  the  decade,"  he  says. 
"Firms  have  cut  back  their  costs 
and  the  price  of  gas  has  been  going 
up."  Cashman  is  hot  for  Tenneco, 
Baker  Hughes  Inc.  and  Varco  Inter- 
national, a  firm  that  designs  and 
makes  drilling  equipment.  He  had 
sold  Varco  at  9  and  is  now  buying  it 
back  at  3.  Cashman  is  also  up  for 
Halliburton  and  Dresser. 

His  real  favorite  is  Rowan  Cos., 
recently  at  5,  which,  he  says,  has  a 
strong  balance  sheet  and  is  entering 
a  period  of  positive  cash  flow  after 
"years  of  horrors."  He  thinks  it  can 
easily  earn  75  cents  per  share  over 
the  next  two  years. 

Cashman  also  likes  the  over-the- 
counter  stocks.  "They  are  the  most 
badmouthed,  the  biggest  underper- 
formers,"  he  says.  "I  am  finding  val- 
ue that  I  haven't  seen  since  1974 
and  thought  I  would  never  live  to 
see  again.  My  theme  is  to  go  after 
the  unloved  and  disenfranchised 
and — boy — are  there  a  lot  of  them." 

Cashman  especially  likes  Univer- 
sal Health  Services,  an  owner-oper- 
ator of  general  acute-care  hospitals 
and  psychiatric-care  facilities.  It  is 
down  over  70%,  from  26  to  4,  and 
has  $3.45  of  cash  flow,  $2.70  of 
which  is  free  cash  flow. 

Cashman's  big  weakness,  one  he 
readily  admits  to,  is  that  he  both 
buys  and  sells  too  early.  For  exam- 
ple, in  the  late  1970s  and  early 
1980s  he  bought  oil  service  stocks. 
He  watched  them  double  and  then 
triple;  he  sold  only  to  see  them  dou- 
ble again.  Nonetheless,  within  two 
or  three  years,  he  was  buying  them 
back  for  half  of  what  he  sold  them. 

Being  such  a  thoroughgoing  con- 
trarian is  not  always  fun  for  Cash- 
man.  Remember  a  year  ago  when 
everybody  and  his  sister  said  cash 
was  stupid  and  oil  stocks  were 
dumb  because  oil  prices  were  about 
to  fall  apart?  Cashman  had  a  lot  of 
cash  and  40%  of  his  portfolio  in 
energy  stocks;  it  was,  he  says,  a 
time  of  "maximum  strain."  In  Sep- 
tember, however,  he  sold  his  oils 
after  a  huge  runup.  Says  Cashman, 
"You  have  to  have  the  courage  to 
face  the  quarterly  meeting  with 
your  clients  tapping  their  pencils 
and  saying,  'Why  are  you  buying 
junk?  Why  don't  you  go  where  ev- 
erybody else  is  going?'  ; 

Cashman's  contrariness  extends 
even  to  his  leisure  time.  No  fashion- 
able sports  like  running  or  weight 
lifting  for  him.  Nope.  He  plays  pool 
and  shoots  marbles.  ■ 


170 


FORBES,  FEBRUARY  8,  1988 


Portfolio  Strategy 


MONEY  &  INVESTMENTS 


We  are  in  a  bear  market,  but  the  world  is 
not  ending.  So  dont  let  the  doomsters 
make  you  miss  buying  opportunities. 

TIGHTEN  UP, 
BUT  DON'T  PANIC 


By  Kenneth  L.  Fisher 


No,  the  sky  is  not  falling.  But,  as  I 
have  said  before,  we  entered  a  bear 
market  in  August  that  will  most 
likely  last  until  late  1989.  With  it 
will  come  a  recession,  starting  may- 
be in  the  summer.  But  this  will  not 
be  the  end  of  the  world. 

In  magnitude  and  style  this  event 
will  be  much  like  most  other  cycles 
we  have  faced  before.  So  under- 
standing the  history  of  bear  markets 
and  recessions  is  vital  to  success. 

The  short,  sharp  bear  market  ral- 
lies we  can  expect  will  be  great  for 
nimble  traders  and  speculators. 
With  each  new  tumble  will  come 
increased  doom-and-gloom  babble. 
Bear  markets  cause  folks  to  seek 
reasons  to  justify  the  decline.  They 
usually  miss  the  real  ones  and  col- 
lectively harp  on  phonies.  The  mass 
of  myths  accumulates  and  turns 
most  people  bearish  precisely  when 
they  should  be  bullish — at  the  mar- 
ket's eventual  bottom. 

Why  do  I  say  the  sky  isn't  falling? 
Because  most  of  what  you  hear  is 
much  believed  but  it's  just  talk,  not 
reality.  Take,  for  example,  the 
hoopla  about  Uncle  Sam's  debt  and 
budget  deficit.  They  are  blamed  for 
the  trade  deficit,  the  October  crash, 

Kenneth  L  Fisher  is  a  Woodside,  Calif-based 
money  manager.  He  has  written  two  books: 
The  Wall  Street  Waltz  and  Super  Stocks. 


the  fallen  dollar  and  for  perhaps  a 
coming  depression.  We  may  or  may 
not  have  a  depression,  but  not  be- 
cause of  these  deficits. 

Consider  the  debt  crisis.  You 
have  often  heard  that  Uncle  Sam 
has  $6,700  of  debt  for  every  man, 
woman  and  new  child  born  in 
America.  That's  true,  but  not  so 
bad.  The  interest  cost  of  carrying 
that  debt  is  about  $600  per  capita 
per  year.  GNP  is  about  $4.5  trillion. 
There  are  about  225  million  Ameri- 
cans. You  do  the  math.  GNP  comes 
to  about  $20,000  of  average  income 
per  capita.  Does  $600  out  of  $20,000 
sound  like  a  crisis  to  you? 

Actually,  Uncle  Sam  is  the  rich- 
est entity  in  the  world.  If  you  count 
the  750  million  acres  of  land  he 
owns  (even  with  Nevada  desert), 
plus  built  assets,  if  he  wanted  to  he 
could  sell  assets  and  pay  off  the  debt 
many  times  over.  His  raw  grassland 
in  Washington,  D..C.  alone,  not  the 
memorials  and  buildings,  but  the 
raw  grassland,  is  worth  about  40% 
of  his  debt  at  average  undeveloped 
Washington,  D.C.  real  estate  prices. 

Or  try  the  budget  deficits.  First,  I 
don't  think  they  exist.  Uncle  Sam 
supposedly  blows  about  $180  bil- 
lion per  year.  But  he  pays  about 
$100  billion  to  our  local  govern- 
ments, and  collectively  they  run 
surpluses  of  about  that  amount. 
You  plop  all  of  government  togeth- 
er, and  it's  out  of  one  pocket  and 
into  the  other.  The  other  $80  billion 
of  deficit  is  mostly  mirrors  too.  Un- 
cle Sam  doesn't  depreciate  pur- 
chased assets  the  way  the  private 
sector  does.  He  writes  them  off  im- 
mediately. But  he  is  the  largest  buy- 
er of  capital  assets  in  almost  every 
category.  By  my  figures,  if  the  gov- 
ernment started  doing  its  books  the 


way  private  industry  does,  that  $80 
billion  of  deficit  would  vanish  too. 

Interestingly,  if  America's  largest 
outfits,  as  represented  by  the  900 
biggies  in  the  Value  Line  Industrial 
Composite,  kept  books  the  way  Un- 
cle Sam  does,  according  to  Value 
Line  statistics,  industry  would  be 
running  a  $60  billion  deficit  this 
year  and  would  have  run  a  deficit  in 
every  single  year  of  the  last  20. 

But  even  if  the  budget  deficit  is 
real,  it's  no  larger  in  relation  to  the 
size  of  our  economy — or  ability  to 
shoulder  it — than  that  of  our  major 
trading  partners.  Why  are  our  defi- 
cits supposed  to  be  so  bad  while 
their  deficits  go  hardly  noticed? 

Which  brings  us  to  the  much-dis- 
cussed trade  deficit — also  often 
credited  for  the  October  collapse.  If 
the  trade  deficit  is  bad  for  us, 
shouldn't  it  be  good  for  the  foreign- 
ers? But  look  at  what  happened  to 
their  stock  markets  since  October — 
just  as  blotto  as  ours — or  worse. 

No,  the  trade  deficit  is  a  result  of 
our  business  expansion  being  too 
strong.  The  only  thing  that  will  re- 
duce this  deficit  will  be  a  recession, 
which  ironically  will  also  boost  Un- 
cle Sam's  budget  deficit,  as  income 
and  taxes  fall.  Wait  until  you  hear 
the  doom-and-gloomers  then.  I  pre- 
dict that  a  potential  $400  billion 
budget  deficit  will  emerge  and  keep 
most  folks  from  buying — right  at 
the  market's  bottom. 

Then  there's  the  drivel  you  hear 
today,  mostly  from  older  folks, 
about  how  we  don't  save  anymore. 
That's  a  basket  of  manure.  We  save 
plenty,  only  we  don't  do  it  the  way 
we  used  to.  Today  its  done  via  state, 
municipal  and  private  pension 
plans.  Why,  the  California  teachers' 
retirement  system  alone  has  saved 
about  40  billion  bucks.  Pension  sav- 
ings recirculate  through  the  econo- 
my just  like  any  other  savings. 

Finally,  there's  the  myth  that  big- 
cap  stocks  are  okay,  but  you  must 
avoid  smaller-cap,  o-t-c  stocks  like 
the  plague.  You  can  see  the  signs  of 
this  most  recently  among  the  peo- 
ple quoted  in  Susan  Lee's  Jan.  11 
column.  But  I  predict  that  for  nim- 
ble sellers,  the  biggest  1988  profits 
will  come  from  second-tier  stocks. 

So  if  you  think  you  are  a  good 
seller,  here  are  a  handful  of  the  sec- 
ond-tier stocks  I  think  could  really 
shine  in  the  current  bear  market 
rally:  Club  Med  (11),  Holly  Farms  (28), 
Payless  Cashways  (12),  Seagate  Tech- 
nology (16,  o-t-c),  Subaru  of  America 
(7,  o-t-c)  andA^ex  (7,  o-t-c).  ■ 
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MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


We  are  already  on  the  hook  for  billions 
in  government-guaranteed  bad  loans. 
Avoiding  a  depression  will  force  the  next 
Administration  to  guarantee  more. 

BAILOUT  BLUES 


turned  a  blind  eye  toward,  when 
they  did  not  actively  encourage,  the 
throwing  of  good  money  after  bad  in 
order  to  maintain  that  illusion. 

But  now  that  the  proposal  to  refi- 
nance part  of  Mexico's  debt  at 
roughly  50  cents  on  the  dollar  has 
made  it  obvious  that  the  debts  are 
not  going  to  be  repaid  in  full,  it  is 
no  longer  possible  to  maintain  the 
illusion.  Many  of  our  largest  finan- 
cial institutions'  balance  sheets 
would  no  longer  balance  if  they  had 
to  write  down  to  market  all  their 
loans  to  debtors  who  cannot  repay 
in  full.  Finally,  an  already  difficult 
situation  is  complicated  by  the  fact 
that  one  of  the  largest  federal  gov- 
ernment agencies  that  guarantee  fi- 
nancial liabilities — the  Federal  Sav- 
ings &  Loan  Insurance  Corp. — is 
itself  insolvent. 

The  same  week  that  saw  the  pro- 
posal to  back  new  Mexican  debt 
with  zero  coupon  U.S.  Treasury 
bonds  also  saw  the  collapse  of  Ford 
Motor's  proposal  to  take  over  Finan- 
cial Corp.  of  America.  If  the  deal 
had  gone  through,  the  FSLIC  would 
have  picked  up  the  lion's  share  of 
the  losses  for  the  account  and  risk  of 
the  U.S.  taxpayers.  The  deal  col- 
lapsed because  the  lawyers  could 
not  determine  the  legal  status  of  a 
pledge  by  a  bankrupt  federal  govern- 
ment agency.  So  anybody  who  is 
willing  to  take  the  risk  and  has  no 
better  use  for  SI  billion  can  become 
the  proud  proprietor  of  one  of  the 
biggest  financial  fiascoes  to  date  by 
recapitalizing  Financial  Corp.  of 
America.  Do  you,  Mr.  or  Ms.  Tax- 
payer, want  to  guess  who  that 
White  Knight  is  likely  to  be? 

The  national  government  of  a 
sovereign  state  can  finance  any- 
thing internally  simply  by  declaring 


Making  good  on  the  government- 
guaranteed  bank  deposits,  pension 
benefits,  farm,  home  and  student 
loans  and  all  the  other  debts  for 
which  we  are  already  on  the  hook 
will  cost  Americans  taxpayers  a 
few  hundred  billion  dollars.  Any 
politician  who  still  tries  to  sweep 
that  inconvenient  fact  under  the 
rug  doesn't  deserve  to  be  elected 
dogcatcher. 

The  bailout  is  inevitable.  It  is  the 
only  way  to  prevent  the  spread  to 
this  country  of  the  depression  that 
started  5'/z  years  ago  in  Latin  Ameri- 
ca and  the  other  ovenndebted  Third 
World  countries.  Congress  will  have 
to  bail  out  all  the  large  financial 
institutions  that  put  growth  before 
prudent  responsibility  and  lent  not 
wisely  but  too  well  to  debtors  who 
aren't  going  to  repay  in  full. 

As  long  as  the  lending  institu- 
tions could  maintain  the  illusion 
that  they  had  enough  capital  to  ab- 
sorb the  losses  and  still  meet  their 
obligations  to  their  own  creditors, 
the  problem  could  be  put  off.  The 
lenders  simply  lent  to  their  overbur- 
ied  debtors  more  money  to  pay 
the  interest  on  their  loans.  So  far, 
the  poll".,  1.1ns  and  regulators  have 
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its  liabilities  to  be  legal  tender  and 
forcing  its  citizens  to  accept  them. 
So  our  federal  government  can,  and 
the  next  Administration  probably 
will,  bail  out  all  the  large  overex- 
tended debtors  in  our  domestic  fi- 
nancial system — but  at  the  cost  of 
seeing  its  budget  deficit  go  through 
the  roof.  And,  since  a  national  gov- 
ernment cannot  compel  foreigners 
to  accept  its  liabilities  at  face  value, 
the  wholesale  bailout  of  overex- 
tended domestic  debtors  is  the  way 
to  engineer  a  free-fall  of  the  national 
currency  and  the  country's  standard 
of  living.  It  is  the  way  the  Third 
World  countries  that  are  already  in 
depression  managed  to  get  there. 

The  root  cause  of  our  troubles  is 
that  for  50  years  the  economists 
have  been  telling  us  that  saving  and 
investing  in  the  tools  that  make  our 
productive  efforts  more  efficient  are 
now  obsolete.  They  might  have 
been  useful  habits  in  the  19th  cen- 
tury, when  we  were  building  our 
mass-production  economy,  but  now 
the  trick  is  to  maintain  employ- 
ment by  creating  sufficient  demand 
for  those  products  by  borrowing  and 
spending.  With  the  help  of  a  benefi- 
cent government  that  makes  credit 
plentifully  available  and  guarantees 
us  against  our  mistakes,  we  can  bor- 
row and  spend  ourselves  rich.  For 
the  rest  of  the  20th  century,  we  will 
be  trying  to  dig  ourselves  out  from 
under  the  practical  consequences  of 
that  disastrous  theory. 

Eight  years  ago,  when  I  started 
writing  this  column,  seeing  where 
the  economists'  recommendations 
would  take  us  required  a  degree  of 
insight  into  the  nature  of  credit. 
Credit  is  simply  trust  that  is  based 
on  trustworthy  behavior,  and  is 
eventually  destroyed  by  irresponsi- 
ble behavior.  But  by  now,  seeing 
that  we  are  headed  for  a  disaster 
requires  only  a  look  back  at  the  be- 
havior of  the  Third  World  countries 
that  have  already  arrived  there. 

I  have  pointed  out  many  times 
that  the  slowdown  of  inflation  was 
caused  less  by  Paul  Volcker's  genius 
than  by  the  misfortunes  of  coun- 
tries like  the  poor  but  populous  oil 
producers  that  borrowed  too  heavily 
and  then  had  to  sell  their  oil  for 
whatever  they  could  get  in  order  to 
pay  down  their  debts.  Now  the  fall 
of  the  dollar  caused  by  our  own  bal- 
looning burden  has  canceled  out 
that  advantage.  So  long  as  we  go  on 
borrowing  and  spending  ourselves 
rich,  inflation  and  interest  rates 
have  nowhere  to  go  but  up.  ■ 
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By  Hark  Hulbert 


Market-timing  letters  didnt  set  the  world 
afire  during  the  bull  market,  but  some  of 
them  did  right  well  in  the  October  crash. 

BEAR  MARKET 
WINNERS 


market's  last  roar  in  1985  and  1986. 
In  1985  just  3  of  29  timing  systems 
beat  the  market;  in  1986  just  10 
out  of  32. 

The  1987  margins  of  victory  also 
were  much  more  impressive.  While 
in  1985  the  best  market  timer  beat  a 
buy-and-hold  by  just  2.5%  and  in 

1986  by  8.4%,  the  top-rated  timing 
system  in  1987  beat  a  buy-and-hold 
by  more  than  50% . 

To  measure  the  pure  timing  com- 
ponent of  advisers'  strategies,  the 
HFD  constructs  for  each  timer  a 
portfolio  that  alternates  between 
hypothetical  shares  of  the  NYSE 
Composite  Index  and  T  bills,  which 
is  what  the  typical  mutual  fund  in- 
vestor would  have  to  do.  When  a 
timing  newsletter  recommends  ac- 
tually shorting  the  market  on  a  sell 
signal,  the  HFD  constructs  two  dif- 
ferent portfolios:  one  that  goes  into 
cash,  and  another  that  does  go  short 
in  "shares"  of  the  NYSE  index. 

Among  those  portfolios  that  went 
short  the  market  on  receiving  a  sell 
signal,  the  best  performance  during 

1987  was  turned  in  by  Professional 
Tape  Reader's  Stan  Weinstein.  His 
grading  of  the  market's  short-term 
trend  produced  a  gain  of  50.2%.  It 
should  be  noted,  however,  that  a 
large  component  of  Weinstein's 
gain  derived  from  actually  going 
short  on  his  sell  signals.  An  other- 
wise identical  portfolio  that  just 
went  into  cash  gained  26.9%. 

This  record  was  not  good  enough 
to  make  Weinstein  the  best  per- 
former in  this  category,  the  most 
relevant  to  the  mutual  fund  inves- 
tor. That  honor  belongs  to  the  Lynn 
Elgert  Report.  Elgert's  signals  for  mu- 
tual fund  switchers  would  have 
gained  39.5%. 

Consistency  over  the  long  run,  of 


The  rise  of  mutual  fund  families 
offering  investors  the  right  to 
switch  in  and  out  by  phone  created 
a  whole  range  of  opportunities  for 
the  investment  letter  industry.  I'm 
constantly  being  asked  about  the 
letters  that  specialize  in  market- 
timing  advice,  which  is  supposed  to 
tell  subscribers  when  to  switch  be- 
tween equity  funds  and  money  mar- 
ket funds  so  as  to  catch  bulls  and 
avoid  bears. 

If  market  timing  works,  it  works 
best  in  a  bear  market.  During  bull 
markets,  very  few  timers  beat  a  buy- 
and-hold  strategy,  and  those  who 
are  able  to  do  so  typically  don't  beat 
the  market  by  enough  to  convince 
the  mutual  fund  investor  that  it's 
worth  the  trouble.  During  bear  mar- 
kets, in  contrast,  market  timers  as  a 
group  do  much  better. 

That  is  the  conclusion  of  the  just- 
released  ratings  of  market  timers' 
1987  performances  as  calculated  by 
my  Hulbert  Financial  Digest.  The 
NYSE  Composite  dropped  0.3%  in 
1987,  and  71%  of  the  market  timers 
tracked  by  the  HFD  beat  a  buy-and- 
hold  approach.  This  is  a  vastly  su- 
perior record  than  during  the  bull 

Mark  Hulbert  is  the  editor  of  the  Washing- 
ton, D.C-based  Hulbert  Financial  Digest, 
and  the  author  of  The  Second  Hulbert 
Financial  Digest  Almanac. 


course,  is  essential  in  market  tim- 
ing. Unfortunately,  the  HFD  does 
not  have  performance  data  for 
Weinstein's  short-term  signals  prior 
to  1987.  However,  the  HFD  does 
have  longer-term  data  on  the  inter- 
mediate-term signals  Weinstein 
uses  for  his  mutual  fund  portfolio. 
These  produced  a  gain  of  15.8%  in 
1987  (ahead  of  the  0.3%  loss  from 
buying  and  holding)  and  a  gain  of 
99.3%  over  the  7Vi  years  since  mid- 
1980  (behind  buy-and-hold's 
111.5%  gain). 

Figures  for  Lynn  Elgert  are  avail- 
able only  for  1985,  when  he  mar- 
ginally underperformed  the  market 
with  a  25.7%  gain,  and  1986,  when 
he  beat  it  19.5%  to  14%.  This  is 
again  unfortunate,  since  one  won- 
ders how  sustainable  is  his  1987 
performance.  More  than  half  of  his 
39.5%  gain  was  attributable  to  a 
mutual  fund  buy  recommendation 
he  had  issued  on  a  hotline  on  Sun- 
day evening,  Oct.  18 — the  day  be- 
fore the  crash.  Because  mutual 
fund  investors  typically  buy  at  the 
day's  closing,  Elgert  was  able  to 
buy  into  the  market  at  a  25%  low- 
er price  than  when  he  made  the 
recommendation. 

While  not  at  the  top  of  the  sweep- 
stakes in  1987,  several  other  market 
timers  stand  out  for  the  consistency 
of  their  performance.  Peter  Eliades' 
Stockmarket  Cycles,  for  example, 
which  is  the  only  newsletter  moni- 
tored by  the  HFD  whose  mutual 
fund  timing  advice  outperformed  a 
buy-and-hold  in  both  1985  and 
1986,  gained  24%  in  1987. 

Robert  Prechter's  Elliott  Wave 
Theorist,  which  matched  a  buy-and- 
hold  in  1985  and  beat  the  market  in 

1986,  had   another   good   year   in 

1987.  (But — because  I'm  getting  a 
lot  of  angry  letters  about  Prechter's 
record — I  must  point  out  that  this 
assumes  that  you  were  a  follower  of 
his  newsletter  only  and  not  his  ex- 
tra hotline  service.  The  HFD  aims  to 
reproduce  the  experience  of  the  or- 
dinary investor,  and  accordingly,  we 
did  not  receive  his  mid-October 
"buy"  call  in  the  mail  until  after  the 
crash.)  The  HFD  calculates  that 
Prechter's  advice  for  investors, 
which  doesn't  involve  going  short, 
would  have  made  30.7%  last  year. 
His  advice  for  traders,  which  some- 
times does  involve  shorting,  would 
have  made  26%. 

Does  market  timing  work?  We 
can  say  with  some  certainty  that  it 
worked  well  for  some  prognostica- 
tors  during  the  October  crash.  ■ 
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BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES 


BINDERS 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00 /sq.  ft. 

Modem  technology,  excellent  crartsmanshf).  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  found  in  homes  selkng  at  twice  the  once 


tfoinc" 


•  Fully  Intulatad 

•  Tharmo  Pan*  Windows 

•  Cathedral  Ceilings 

•  Exterior  Decks 


•  Quality  Construction 

•  FHA  and  VA  Accepted 

•  Interior  Design 
Flexibility 


•  Built-in  Computer  Center 
which  shows  the  home 
to  perform  many  tunc- 
tlons  for  the  occupants. 

EAGLE'S  NEST  HOMES  is  seeking  dislnct  representatives  to  establish  retail  sales 

Defined  Territory  No  Real  Estate  License  Required 

Factory  Training  Investment  Secured  by  Model  Home 

Unlimited  Income  Potential 

Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model  home 

Home  may  be  lived  in  or  used  as  an  office 

Call  Mr.  Farb 

Phone  #  (404)  479-9700 

P0.  Drawer  1569,  Canton,  GA  30114-1569 


FINANCIAL  SERVICES 


IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 


FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

LB0 

LEVERAGED  BUYOUT 

FUNDS 

AVAILABLE 

Fost  Approval  •   Brokers  Protected 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  free  information 

A-w->t>og  Cmotmrm 

23131  VERDUGO  DRIVE 

LAGUNA  HILLS.  CA  92653-1347 

CALL  1-800-854-3321 


TFC 

TOWERS 

FINANCIAL 

CORPOR  VI  l<>\ 

\m  ( I  M    (  itmjiaiv 

417  Fifth  Avenue 
Nev.  York,  NY  10016 

212-696-0505 


15.000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
nquiiies  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
\      foil  Free  800  327  9630 
I   in  Flo  coll  800  533  4663 


Business  Buyers  Network 


ass 


Thousands  ol  businesses 
nationwide 

•  Many  with  Owner  linancing 

•  No  commissions 

To  buy  or  list  call  toll  FREE 

1-800-223-3589 

In  NC  1  704  686  7354 


SHARING 


IS  CARING 


HARD  TO  BORROW? 

Guarantees  No  Loans 

MINIMUM:  $100,000.  5-20  YEARS 

THE  FINANCIAL  GUARANTY 

CORPORATION 

USA  (212)  486-2220 


Business  owners: 
Get  paid  overnight! 


We  buy  your  invoices  when  you  bill 
No  upfront  fee. 

Call  1-800-421-0034 
212-769-3340 


ACCESS  CAPITAL  INC. 


SLIP  CASES 
OR  BINDER 


In  red  and  golc 
leatherette. 
Slipcase:  $7.95 
three  for  $21.9 
Binders:  $9.95 
three  for  $27.9 
Add  $1  per  unit  postage  card 
handling.  Send  check  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
Or  call  1-800-972-5858 


HOW  TO  ADVERTISE  IN 

Forbes  Market/ 


REGULAR  CLASIFIED  LISTINGS:  All  listings  are  acceptec 
at  the  discretion  of  the  Publisher.  Minimum  size  is  one  inch 
(14  agate  lines)  FORBES  will  typset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Minimun  size  foi , 
display  of  two  inches  (28  agate  lines).  Must  be  submitted  asij 
film  negative  or  camera-ready  mechanical  to  size. 

Box  numbers  provided  on  request.  There  is  no  charge  for 
mailing  service  on  blind  ads. 


FORBES  MARKET/CLASSIFIED  is  published  in  the  first 
issue  of  each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency.  For  specific  require- 
ments send  for  order  form. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)620-2440 


FAST  FACTS 

ABOUT  FORBES 
SUBSCRIBERS: 


♦Total  management:  74.7% 
•Total  paid  circulation:  735,000 


•Average  household  income:  $162,000 
•Average  value  of  investment  portfolio:  $899, 


irjrbes  Market/ 


WINE  CELLARS 


WINE  CELLARS 


/INECELLARS-USA 

Seller  •  Original  American  Handmade 

Retail  YourCost 

0  Bottle  (Pictured) $2495  $1495 

d  Bottle  2  French  Doors 3495     1995 

DBottleTwinUr.it   4495    2795 

DBottle  Vertical 1995     1 195 

6BottleCreden:a(2door) 2495     1495 

d  Bottle  Glass  door  (not  handmade)  499 

jd  Construction  •  Oak  Exterior  •  Redwood  Racks 

dular  wine  racks  from  1 2  to  20,000  bottles.  Request  our  wines 

:ellar  catalog.  Lifetime  guaranty  on  racks,  5  yr  on  compressor. 

lympic  Sales  Co.  snceiw 

JS.LaBreaAve.,       Los  Angeles,  C  A  90036      Visa/AmEx/MC 
0)421-8045orinCA(213)937-3221     »     We  Ship  Anywhere. 


;0MPUTER  SOFTWARE 


ART 


JANT IX  Portfolio  Evaluator 
/«rtlon.  S  Quantitative  Valuation 
els.  Cash  Flow.  Diversification, 
t-lf  Analysis.  Track  Performance, 
missions.  Sold  Positions.  Down- 
Upload  Data.  Multiple  Portfolios. 
Clones    $69.     |800|  247-6354. 

00  N.  Port  Washington  Rd.. 
Iwaukee.  Wisconsin  53217 


ARTLOVER  WANTED! 

JAPANESE  WOODCUTS: 

•  HIROSHIGE  •  HOKUSAI 

for  sale,  $2500°°  ea.,  4-prints 

Bill  Rakocy  Studio 

P.O.  BOX  12921 

EL  PASO,  TEXAS  79912 


COMPUTERS 


dio/haek-TANDY 


Our  lOth  year  of  DISCOUNTS 
iMPUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid  Save  Tax 
fi         Toll  Free  800-231-3680 

I  mflRYfTlflC  INDUSTRIESINC 
22511  Kaly  Fwy. 
Kaiv  i  Houston  I  TX  77450 
1-713-392-0747  Tele*:  774132 


JEWELRY 


Ruth  Ashly  Fine  Jewelry  Design 

February  Special — Amethyst  Earrings 
Round  faceted  fine  Amethyst — 14K 
Gold — pierced  ear.  Total  weight  1.75- 
1.85  karat.  Cost  $165.00  includes  in- 
surance, shipping  and  handling  plus 
sales  tax  where  applicable.  Please  send 
your  name  &  address  and  make  checks 
payable  to:  Ruth  Ashly  Designs,  Box 
1042,  Haddonfield.  New  Jersey.  08033 


BUSINESS  SERVICES 


REAL  ESTATE 


3ERAL  MAILERS  WILL  INCREASE 

YOUR  SALES  IF: 
demand  over  1000  "write-in"  leads 
Tionth  •  Your  annual  budget  exceeds 
<  lor  leads  •  You  want  to  lower 
sperson  turnover,  increase  morale, 
ase  sales  and  lower  cost  ol  acquiring 

wcen'     (305)561-9101 


CELLANEOUS  FOR  SALE 

VESTMENT  GEMSTONES! 
ARANTEED  LIQUIDITY!!! 

wholesale  catalog    Satisfaction  Gtd 
1  years!  Member: 

Jewelers  Board  of  Trade 

Chamber  Commerce 

HOUSE  OF  ONYX 

No.  One  Main  Street 

Greenville.  Kentucky.  42345 

TOLL  FREE  1-800-626-8352 


AUCTION  !!! 

World's  Largest 
Feb.  10-12,  Walt  Disney  World.  FL 

Shopping  centers,  Development 

Communities,  Hotels,  Ocean  front, 

exhibits,  and  more  TO  BE  SOLD! 

Call  305/423-3300  for  Brochure. 

Matt  Mattson,  Auctioneer 

Real  Estate  One  Commercial,  Inc. 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gorgeous 

mountain  land.  Come  visit! 

Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


100%  cotton/Your  Logo! 

Call  Toll  Free  for  Free  Cloth  Samples 

The  biggest  difference  between  a  Queensboro  Shirt  and  a  Lacoste  or  Ralph 
Lauren  polo  shirt  is  that  a  Queensboro  Shirt  comes  with  YOUR  logo  or  design. 
A  novel  idea  in  a  world  crying  out  for  innovation,  minimum  order  just  six 
shirts,  100  shirts  cost  only  $16.50  ea.  For  a  price  list  brochure  and  FREE 
CLOTH  SAMPLES  call  1-800-84-SH1RT  (in  NY  718-782-0200). 

The  Queensboro  Shirt  Company 

DeptF-6,  119  N  11th  St,  Greenpoint,  NY  11211 


Embroidered 
Caps 

•  Shins 
•Jackets 

'♦us*- 

Call  for  FREE  Catalog 
ATT:  MS  EDEL 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 

San  Francisco  Embroidery  Works 

3952  Point  Eden  Way  •  HaywarrJ,  CA  94545 


MERCHANDISE 


SALES/TRAINING 


Sales  Presentations 
Training  •  Meetings 


■■■■■■■ 


CUSTOM  SLIDES/OVERHEADS 

VISUAL  HORIZONS 
I  tO  MEtRO  PARK 
R0CHESTE8N  T   I46?3 
COLOR  CATALOG    |7I6|424  5300 


FREE 


r^^M 

Make  Your 

\~m 

Two-Story 

**k 

Home  A 

.  w 

One-Story 

Am 

Home  With 

"ELEVETTF'* 

"Elevette,"  a 

■  j  J| 

custom-built  resi- 

dence elevator 

serving  two  or 

H              HIE 

more  floors.  Tax 

deductible  if  doctor  recommended. 

Send  for  free  literature. 

inclinator  Company  of  America 

Dept.  7,  P.O.  Box  1557 

Harrisburg,  PA  17105-1557 

Motivate  Employees 


FREE  color  cotalog  of  slides,  overheads, 
posters  and  videos  covering  Sales. 
Safety.  Customer  Service,  Orientation 
ond  more... 
■  Accent  Presentations,  Inc 

990  Highland  Dr.,  Suite  201 

Solono  Beach,  CA  92075 

1-000-222-2592 


STOP  SWEAT 
FOR  6  WEEKS 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 

^r     ->o   ^fc 

We'll  narrow  your  closet 

m       /o  o^r     ' 

k    classics  to  a  stylish  3 'V  (or 

4  state  width|  Great  birth 

■0m¥l°. 

day  or  Christmas  gift 

»     -ojK>oot 

M  Send  S13  50  'or  each  set 

m.  Jro  ooo    a 

of  3  ties  to 

SLIM  TIES  CO. 

701  Welch  Road  Sie  1U9B 

Palo  Alio  CA  94304                  1415)656-6262 

DRIONIC  -the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drlonlc  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Covered 
by  health  plans.  Send 
for  free  Information. 

Clinical  studies  avail- 
able to  physicians. 

GENERAL  MEDICAL  CO. 

Dept.  FOB-11 

1935  Armacost  Ave 

Los  Angeles,  CA  90025 


FEET 

©1QMGENMEDCO 


brbes:  Capitalist  Tool® 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


Streetwalker 


Edited  by  Thomas  Jaffe 


Happy  ending? 

Analyst  Alan  Kassan  of  Shearson 
Lehman  Brothers  sees  Orion  Pic- 
tures Corp. — recently  trading  at  125/s 
on  the  Big  Board — as  Hollywood's 
most  promising  turnaround  situation. 
If  so,  it's  been  a  long  time  coming. 

In  1983  the  company  ended  its  the- 
atrical distribution  arrangement  with 
Warner  Brothers  and  began  to  release 
pictures  on  its  own.  Just  a  year  earlier 
it  had  struck  gold  with  First  Blood,  the 
original  Rambo  movie.  But  then  New 
York-based  Orion  had  a  cold  streak, 
bringing  out  such  highly  touted 
clinkers  as  H.M.S  Bounty,  Hotel  New 
Hampslrire,  and  The  Cotton  Club 

Now  Orion,  with  $380  million  esti- 
mated sales,  sees  its  fortunes  rising. 
Its  market  share  is  up  from  5.6%  in 
1985  to  10.4%  last  year,  on  films  like 
Platoon,  Hannah  and  Her  Sisters  and 
Throw  Momma  from  the  Train  The 
1988  release  schedule  includes  Scout, 
starring  Rodney  Dangerfield,  and 
Farewell  to  the  King,  with  Nick  Nolte. 

Orion  has  also  gotten  smarter  about 
home  videos  and  now  distributes  its 
own  movies  to  that  market.  It  has,  in 
addition,  an  exclusive  pay  TV  con- 
tract for  its  movies  with  Show- 
time/The Movie  Channel,  that  runs 
until  1991.  And  Orion's  popular  TV 
series  Cagney  6  lacey  will  probably  go 
into  syndication  next  year. 

Unfortunately,  Orion's  current  suc- 


Bilfy  Crystal  and  Danny  DeVito 

In  Throw  Momma  from  the  Train. 


cesses  are  still  being  penalized  by  the 
aggressive  accounting  Orion  adopted 
during  its  cold  streak — basically,  it 
capitalized  a  higher  than  normal  pro- 
portion of  production  and  marketing 
costs.  Result:  The  company  must  still 
amortize  some  of  the  costs  left  over 
from  its  dog  days.  (The  SEC  is  infor- 
mally looking  into  the  matter.)  Kas- 
san thinks  it  will  probably  take  anoth- 
er year  before  the  effects  of  this  old 
inventory  are  gone.  He  expects  earn- 
ings of  just  55  cents  a  share  for  the 
fiscal  year  ending  Feb.  28. 

Kassan  notes  that  media  investor 
Sumner  Redstone,  of  theater  chain 
National  Amusements  and  syndica- 
tor  Viacom,  owns  25%  of  Orion.  An- 
other heavyweight  in  the  stock  is  bil- 
lionaire John  Kluge,  who  owns  21%. 
Kassan  figures  that  as  a  takeover  tar- 
get the  stock  is  worth  somewhere  in 
the  low  20s.— T.J. 


Gabelli  gambit 

Last  year  was  not  a  good  one  for  the 
I  closed-end  funds.  Not  only  did 
the  values  of  the  stocks  held  by  the 
funds  fall,  reducing  net  asset  values, 
but  the  shares  of  the  funds  themselves 
dropped  with  the  market.  On  average, 
says  closed-end  fund  expert  Thomas 
Herzfeld,  U.S. -traded  closed-end 
funds  began  1987  with  discounts  of 
3%  and  ended  with  discounts  of  17%. 

Few  funds  were  hit  worse  than 
Mario  Gabelli's  Gabelli  Equity  Trust. 
Recently  8  on  the  Big  Board,  it  trades 
near  the  top  of  the  discount  range — at 
around  a  15%  discount  to  its  asset 
value  and  off  nearly  20%  from  the 
price  Gabelli  sold  it  to  the  public  for 
in  August  1986.  Compare  with  Mar- 
tin Zweig's  Zweig  Fund,  recently  at  a 
4.5%  discount,  or  Charles  Allmon's 
GSO  Trust,  at  a  1.4%  premium. 

In  these  sorry  comparisons,  Merrill 
Lynch's  Dean  Eberling  smells  oppor- 
tunity. One  principal  reason  Gabelli's 
shares  have  lagged,  Eberling  explains, 
is  that  Gabelli  currently  holds  some 
45%  of  the  fund's  $420  million  assets 
in  only  about  15  equities.  Another 
30%  is  in  cash.  The  bears,  says  Eber- 
ling, apparently  think  Gabelli  has  too 
much  money  in  too  few  stocks. 

Eberling  dismisses  such  fears.  Ga- 
belli, he  says,  has  built  his  impressive 
record  by  buying  into  companies  sell- 
ing significantly  below  the  prices  at 
which    entrepreneurs    would    likely 


take  them  private.  Already  14  of  tl 
fund's  120-odd  stocks — including  c 
ble  operator  Adams-Russell  and  mi 
ing  equipment  company  Becor  We< 
ern — have  been  involved  in  privatiz 
tion  deals.  But  Gabelli's  approai 
does  require  extra  patience. 

Aside  from  its  $124  million  cas 
Gabelli's  fund  is  now  heavily  invest' 
in  communications  and  industri 
companies,  including  Warner  Cor 
munications,  Taft  Broadcastin 
Deere  &  Co.,  Champion  Spark  Pli 
and  Pittway  Corp.  Add  to  the  list  G 
belli  Equity  Trust.  Unhappy  about  tl1 
discount,  Gabelli  recently  announc 
plans  to  buy  back  up  to  1  million 
the  trust's  44  million  shares.  Th 
Mario.  He  never  could  turn  down 
bargain. — Matthew  Schifrin 


Advance  for  Eaton  Vance? 

Investors  who  believe  the  mark 
will  advance  and  pull  mutual  fu: 
operators'  profits  with  it  might  loi 
at  Eaton  Vance  Corp.,  Boston  inve: 
ment  manager  and  mutual  fund  d 
tnbutor  ($6  billion  under  manaj 
ment).  According  to  Lipper  Analytic 
Services,  Eaton  Vance's  group  j 
funds  was  among  the  better  perfon 
ers  last  year,  despite  the  Oct.  19  del 
cle.  But  Eaton's  stock  itself  got  burii 
in  the  crash:  Around  32  in  March,: 
plunged  to  13  in  late  October. 

That  plunge  whets  Thomas  Acki- 
man's  interest.  "It's  one  of  the  bc^ 
companies — and  one  of  the  cheapcc 
right  now,"  says  Ackerman,  direct! 
of  research  at  Boston's  Fecht. 
Detwiler  &  Co.  Now  back  around  1, 
the  stock  sells  for  less  than  six  timlj 
estimated  1988  earnings.  This  despi 
record  1987  earnings  of  $2.70  pi 
share,  up  from  $1.59  the  year  befor  | 

Ackerman,  who  thinks  Eaton  ml 
report  around  $2.90  a  share  for  tl 
year  ahead,  likes  the  company's  cc-j 
servative  accounting  policies.  Eatii 
Vance,  like  some  other  distributol 
has  been  successful  selling  "spreal 
funds — where  brokers  get  a  4%  sal 
commission  from  Eaton  itself  ratlrj 
than  from  the  funds'  shareholders,  li 
ton  recoups  the  commissions  .1 
charging  shareholders  a  surrender  iJj 
when  they  redeem  their  shares.  Ti 
first  year  it's  6% ;  then  it  declines  oil 
time.  In  the  first  three  quarters  \ 
1987,  deferred  sales  commissions  . 
counted  for  66%  of  Eaton's  pretax 
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)me.  What  if  the  mutual  fund  holder 
ants  to  pull  his  money  out,  as  did  so 
iany  in  the  wake  of  Oct.  19?  Eaton 
ance's  earnings  suffer  less  than  com- 
nitors'  because  the  surrender  fee 
scourages  redemptions. 
Like  Ackerman,  Vance  insiders  are 
ippy  with  the  stock.  They  own 
)out  34%  of  the  4.3  million- shares 
itstanding.  Ackerman  warns  that 
ading  in  the  o-t-c  stock  is  some- 
mes  so  thin  that  the  bid-asked 
iread  can  grow  to  2  points.  But  if  you 
ant  to  own  this  high-quality,  though 
jlatile,  mutual  fund  company,  the 
me  to  buy  is  when  the  stock  market 
in  the  tank. — Laura  Jereski 


igged  for  a  turnaround 

■J  hen  the  upturn  in  oil  and  gas 
rw  drilling  finally  comes,  the  one 
fshore  drilling  stock  you  want  to 
Arn,  says  analyst  Russell  Miller  of 
lex.  Brown  &  Sons,  is  Ocean  Drill- 
g  &  Exploration  Co. 

From  1981  to  1985,  with  new  drill- 
g  equipment  orders  scarce,  Odeco 
it  staff  and  hunkered  down.  When 
1  prices  plunged  in  1986,  the  compa- 
/  took  further  steps.  An  already  re- 
iced  work  force  was  cut  an  addition- 

37%.  Most  of  its  big  rig  fleet  was 
id  up.  Delivery  of  two  semisubmer- 
ble  rigs  costing  $130  million  was 
:ferred  until  1988.  Meanwhile,  Ode- 
)'s  oil  and  gas  production  provided 
iluable  cash  flow  to  help  maintain 
le  of  the  strongest  balance  sheets  in 
ie  drilling  industry. 
But,  Miller  cautions,  there  is  one 
d  flag.  Along  with  Mentor  Insurance 
:dv  a  wholly  owned  reinsurer  that 
deco  shut  in  1984,  the  company  is 
:ing  sued  for  over  $  1  billion  for  alleg- 
lly  misleading  financial  statements 

1982  and  1983.  (Odeco  recently  re- 
rved  $100  million  to  cover  part  of 
>  exposure  to  outstanding  claims 
;ainst  defunct  Mentor.)  But  Miller 
inks  Odeco 's  case  is  strong.  He  ex- 
xts  the  litigation  to  be  settled  for 
ss  than  $50  million. 
Excluding  the  Mentor  charge, 
iller  estimates  the  company  lost  40 
nts  a  share  last  year,  vs.  a  $1.17  loss 

1986.  This  year  he  predicts  it  will 
:  20  cents  a  share  in  the  black.  Noth- 
g  in  itself  to  get  excited  about,  even 
ough  the  stock — recent  price  of 
> — has  been  cut  in  half  since  July, 
at  Miller's  not  playing  current  earn- 
gs.  He's  playing  earnings  momen- 
m,  with  a  three-year  outlook.  If 
at's  your  game,  Odeco's  the  one. 
lere  are  51.5  million  NYSE  shares; 
urphy  Oil  owns  61%.— T.J. 
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IRA: 

Still  a  great 
idea. 


The  Power  of  Tax-Deferred  Compounding 

$2,000  per  year  for  30  years,  28%  tax  bracket 


5108.740 
Annual  Growth  Rate      5% 


$999,914 


$139,522 


$209,960 


10% 
Non-tax-deferred 


$361,887- 

I 


$424,460 


15% 
I  Tax-deferred 


Compare  the  performance  of  an  IRA  to  a 
taxable  investment,  and  you'll  see  why  an 
IRA  is  still  a  great  idea.  Even  if  your  IRA 
contributions  aren't  tax-deductible,  your 
earnings  grow  tax-deferred.  The  difference 
over  the  years  can  be  dramatic! 

Where  you  invest  makes  a  difference,  too.  For 
example,  two  of  Twentieth  Century  Investors' 
mutual  funds,  Select  and  Growth  Investors, 

have  recorded  annual  compound  growth  rates 
of  19.8%  and  18.6%  for  the  past  15  years!  While 
past  performance  is  no  guarantee  of  future 
results,  a  Twentieth  Century  IRA  is  still  a  great 
idea.  Write  or  call  for  a  free  Information  Kit 
and  Prospectus.  Please  read  the  Prospectus 
carefully  before  investing. 

Call  toll-free:  1-800-345-2021 


Please  send  a  free  Prospectus  to: 


Name: 


Address: 


City: 


State 


ZIP: 


Wf 


1    r.  V    E    S   T   O   R 


No-Load,  No-Minimum  Mutual  Funds 

fbs     P  O.  Box  419200,  Kansas  City,  MO  64141-6200 
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Adams-Russell  176 

Advance  Publications  (Times  Books)  19 

Aetna  Life  &  Casualty 47 

AFP  Imaging  88 

Alcan 1 10 

Alcasa  110 

Alcoa 1 10 

Allegheny  International 57 

Allied  Stores  120 

AMC  Entertainment  37 

American  President  122 

American  Rocket  101 

Ames  Department  Stores  84 

AMR  (American  Airlines) 145 

Arthur  Andersen  138 

AT&T  29 

Avery  International 8 

B.A.T  Industries  156 

B.A.T  Industries  (Marshall  Field)  134 

Baker  Hughes  170 

J.  Baker 84 

BancTec  135 

Bamett  Banks  of  Florida  156 

Barron's  57 

Bass  Export  128 

Battelle  Memorial  Institute 29 

Baxter  Travenol  Laboratories  138 

L.L.  Bean  45 

Becor  Western  176 

Bethlehem  Steel  68 

Beverage  Marketing  128 

Anthony  Bird  Associates  110 

BMW  76 

Boeing  88,    101 

Boston  Co  143 

Brauerei  Beck 128 

Alex.  Brown  &  Sons 176 

Brown  Brothers  Hamman  13 

Burlington  Industries  118 

Caesars  World  15 

Cambnan  &  General  Secunties  8 

Capital  Cities/ ABC  34 

Carolco  Pictures  12,  37 

Cashman,  Farrell  &  Associates  170 

Caterpillar    156 

CDA  Investment  Technologies 166 

Cervecena  Modelo  128 

Champion  Spark  Plug  176 


Chevron  (Gulf  Oil)  110 

Chrysler 18,  76 

Cincinnati  Time  Recorder 134 

Cineplex-Odeon  37 

Circus  Circus  Enterprises 15 

CIT  Group/Factoring 15 

Club  Med 171 

Coca-Cola  34 

Coca-Cola  (Columbia  Pictures) 12,  37 

Community  Psychiatric  158 

Conrail  122 

Cooperative  of  American  Physicians/ 

Mutual  Protection  Trust 47 

Coopers  &  Lybrand  120 

Dai  Nippon  Screen 88 

Daimler-Benz  76 

Daiwa  Securities  138 

Datsun  181 

DBA  Systems 88 

Deere 101,   156,   176 

Deloitte  Haskins  &  Sells 118 

Digital  Equipment  29 

Walt  Disney 152 

Diversified  Tel-Comm 13 

Dixie  Yams 45 

Doctors'  Co  47 

Dow  (ones  mall  Street  Journal) 13 

Drake  Secunties 57 

Dresser  Industries  170 

Drexel  Bumham  Lambert 12,   15,   134,   150 

Drexler  Technology  57 

Dreyfus  57 

Dreyfus  funds  166 

Du  Pont 29,  88,   138 

Eastman  Kodak  8,  29,  88,   158 

Eaton  Vance 176 

EG&G  134 

Elliott  Wave  Theorist  173 

Engineered  Support  Systems  8 

Exxon  1 10 

Farmers  Group  156 

Fechtor,  Detwiler 176 

Federated  Department  Stores 

(Bloomingdale's)  22 

Federated  Funds  166 

Ferrari  76 

Feshbach  Brothers  57 

Fidelity 143,   158 


Financial  Corp  of  America  lil 

Firestone  Tire  &  Rubber II 

Fleming ;] 

FMR  I 

Ford  Motor 29,  76,   156,   V. 

Fruehauf 1!  J 

Fruehauf  (Kelsey  Hayes)  1 

Fuji  li 

Gabelli  Equity  Trust  1 

Gaines,  Berland  • 

GE  29,   101,   134,  l; 

GE  (Kidder,  Peabody)  

Gelson's  Market 1: 

GenCorp  1 

General  Dynamics  li 

General  Mills  

General  Motors  18,  29,  34,   1 

General  Motors  (Cadillac)  

Gilder,  Gagnon ,.  i 

B.F.Goodrich 1 

Goodyear  Tire  &  Rubber  1 

Greater  Sutton  Investors  Group 

GSO  Trust  1 

Gulf  &  Western 

Gulf  &  Western  (Summit  Books)  i 

Halliburton  1 

Harcourt  Brace  Jovanovich 1] 

Hawaii  Association  of  Physicians 

for  Indemnification  

Heineken  1 

Henley  Group 

Hewlett-Packard  

Hilton  Hotels  1 

Holiday  

Holly  Farms 1 

Honda  

Hospital  Corp  of  America  118,   1 

1 I 'ulbert  Financial  Digest 1 

IBM  29,  57,   118,   119,   134,   1 

Intelligence 1 

Interactive  Market  Systems  (Leading 

National  Advertisers!  1 

International  Orientation 

Resources  

International  Search  Associates  

Irving  Bank  

ITT  

[aguai    
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88 
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ay  Department  Stores 84 
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cDonnell  Douglas 101 

edical  Inter-Insurance  Exchange 

of  New  Jersey 47 

entor  Insurance 176 

erck 158 

errill  Lynch  12,  37,   169,   176 

ldlantic  15,   170 

:rman  Miller  158 

innesota  Mining  &  Manufacturing  8 

itsubishi  76 

itsui  Real  Estate  Development 152 

olson 128 

oran,  Stahl  &  Boyer  138 

?tor  Trend 76 

otorola 158 

urphy  Oil 176 

utual  Shares  8 

ational  Amusements  37,  176 
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CNB  156 

;stor • 135 


New  England  Capital 134 

News  Corp  [Boston  Herald;  New  York  Post; 

Fox  Broadcasting) 17 

News  Corp  (New  York  Post;  Boston  Herald)  22 

Nissan 76 

Norfolk  Southern 122 

North  American  Van  Lines  119 

Nucor 68 

John  Nuveen 169 

Ocean  Drilling  &  Exploration 176 

Oman  Ghana  Trust  Fund  38 

Oriental  Land  152 

Orion  Pictures  176 

OTC  Review  57 

Packard  76 

Paine  Webber  Group  12 

Payless  Cashways  171 

Pechiney  110 

J.C.  Penney  45 

PepsiCo 138 

Petro-Canada  34 

Philip  Morris  12 

Pittway  176 

Polo 45 

J.D.  Power  Associates  76 

PrescottBall  &  Turben  84 

Procter  &  Gamble  138 

Professional  Tape  Reader 173 

Radio  Corporation  of 

America 181 

Ramada  15 

Reebok  57 

Regent  152 

Reliance  Insurance 135 

Resorts  International  15 

Reynolds  Metals 110 

RJR  Nabisco  12 

Rowan 170 

Saab 76 

Seagate  Technology  171 

Sears,  Roebuck  135 

Security  Pacific  156 

Shearson  Lehman  Brothers 120,   176 

Sheraton 152 

Showtime/The  Movie  Channel 176 

Simplex  Time  Recorder 134 

Southern  California  Physicians 

Insurance  Exchange  47 


Southland  120 

St.  Paul  Cos  47 

Stockbridge  Partners  57 

Stockmarket  Cycles  173 

Subaru  171,   181 

Sunrise  Savings  &  Loan 57 

Super  Valu  Stores  35 

Taft  Broadcasting  .,_..  176 

Tele-Communications 37 

Teledyne  Brown  Engineering  101 

Tenneco  41,   170 

Texaco  1 10 

Texas  Air  (Eastern 

Air  Lines)  145 

The  New  Republic  19 

Toyota 76,   181 

Travel  Impressions 145 

TSO  Financial  57 

Twentieth  Century  Fox 37 

20th  Century  funds 158 

Universal  Health  Services  170 

USA 37 

USX 122 

UTC  29 

Van  Kampen  Merritt 169 

Van  Munching 128 

Vaico  International  170 

Variety 37 

VAW  110 

Venalum  110 

Vestron  Pictures 13 

Viacom  International  120,   176 

Visa  17 

Volvo 76 

Wachtell  Lipton  Rosen 

&  Katz  120 

Warner  Communications  8,  37,   176 

Warwick  Advertising  128 

WD-40 158 

Westinghouse  101,   134 

Wetterau  35 

Williams  118 

Williams-Sonoma 150 

Worlds  of  Wonder  57 

Xidex 171 

Zagato  76 

Zweig  Fund 176 

ZZZZ  Best  57 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MKhe  land  we're  offering  is  far 

I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 

icd  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
tamily  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  Fl 
Ft.  Garland,  CO  81 133. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change "  Items  from  past  issues  of  Forbes 


umorist  Will  Rogers 
as  also  a  canny 
isinessman.  He 
ade  enough  money 
build  this  imposing 
?verly  Hills  estate 


duction  was  down  nearly  40%.  The 
indications  are  that  trucks  held  up 
fairly  well  in  January,  too,  while  pas- 
senger cars  hit  their  nadir.  In  Decem- 
ber 45%  of  U.S.  and  Canadian  truck 
output  was  export." 

"Sound  design  is  not  'art.'  It  proceeds 
from  a  thorough  knowledge  of  the 
manufacturing  process,  and  the  suc- 
cessful designer  is  the  one  who  has 
either  technical  or  engineering  train- 
ing. Consequently,  his  work  is  not 
artistic  endeavor  alone;  it  is  one  of  the 
important  and  essential  steps  in  good 
design  engineering.  "—Industrial  de- 
signer Raymond  Loewy 


ixty  years  ago  in  Forbes       Twenty -five  years  ago 


rom  the  issue  of  February  15,  1928) 

David  Sarnoff,  vice  president  and 
meral  manager  of  the  Radio  Corpo- 
ition  of  America  .  .  .  recently  told  a 
rge  group  of  editors  of  the  astonish- 
ig  progress  that  would  be  made  by 
tdio-television.  At  the  public  dem- 
istration  of  this  simple  yet  amazing 
:ientific  wonder,  he  predicted  that 
)on  sight  and  hearing  could  span  the 
:her  as  quickly  as  the  mind  could, 
hen  propelled  by  the  electric  im- 
alse.  Before  long,  by  means  of  a 
nail  device,  millions  might  see  the 
ikeoff  of  a  future  Lindbergh.  ..." 

if ty  years  ago 

rom  the  issue  of  February  15,  1938) 

Heavy  export  sales  have  kept  truck 
roduction  going  at  a  good  rate  ever 
nee  passenger-car  output  started  its 
asedive  last  November.  War  busi- 
ess  unquestionably  had  something 
)  do  with  the  truck  upturn,  but  there 
no  way  of  telling  exactly  how 
mch.  Truck  output  for  last  Novem- 
;r  and  December  was  up  15%  over 
lat  of  1936,  while  passenger-car  pro- 


(From  the  issue  of  February  15,  1963) 

"The  most  welcome  thing  about  the 
new  1958  life  insurance  mortality  ta- 
ble is  the  greater  life  span  it  reflects — 
and  how  much  of  this  increase  has 
occurred  since  the  1930s.  . . . 

"Surprisingly,  except  at  early  ages, 
the  gain  in  life  expectancy  was  greater 
between  the  1941  and  1958  tables 
than  between  the  American  Experi- 
ence Table  of  1868  and  the  1941  table: 
In  other  words,  during  roughly  two 
decades  from  the  1930s  to  the  1950s, 
the  middle-aged  American  gained 
much  more  in  life  expectancy  than  he 
had  in  the  preceding  eight." 

"For  the  past  ten  years  there  have 
been  two  billion-dollar  companies  in 
the  U.S.  rubber  industry,  and  telling 
one  from  the  other  has  been  no  prob- 
lem. Goodyear  Tire  &.  Rubber  Co.  has 
been  the  star;  Firestone  Tire  &  Rubber 
Co.,  the  defiant  second  fiddle.  .  .  . 
Their  spirited  competition  has  helped 
turn  the  biggest  market  of  all — the  $3 
billion  U.S.  tire  business — into  a  con- 
sumer's paradise  and  a  manufactur- 
er's  nightmare:    Against   costs   that 


have  risen  more  than  50%  in  the  past 
ten  years,  tires  are  selling  at  1955  and 
1954  prices." 

Ten  years  ago 

(From  the  issue  of  February  6,  1978) 

"Back  when  the  Roaring  Twenties 
were  giving  way  to  the  Hungry  Thir- 
ties, the  rise  of  grocery  chains  plus  the 
emergence  of  the  supermarket  threat- 
ened the  quick  extinction  of  both  in- 
dependent grocers  and  food  wholesal- 
ers. .  .  .  They  banded  together  for  sur- 
vival, with  the  wholesalers  providing 
warehousing,  distribution  and  man- 
agement assistance  for  the  indepen- 
dent grocer.  The  defense  was  success- 
ful. Today  the  independents  have  cap- 
tured 51%  of  the  retail  food  market, 
vs.  49%  for  the  corporate  chains." 

"The  first  cars  Subaru  [shipped  to  the 
U.S.]  were  so  small  and  unroadworthy 
that  they  were  withdrawn  only 
months  after  their  introduction.  Later 
models  were  Americanized,  but  still 
dumpy  compared  with  the  flashy 
Toyotas  and  Datsuns.  On  sales  of  $90 
million  in  fiscal  1974,  Subaru  lost  $4 
million. 

"About  that  time  [Harvey]  Lamm 
flew  to  Tokyo,  where  he  saw  a  car 
that  Fuji  was  making  in  small  num- 
bers for  the  Japanese  forestry  indus- 
try. The  car  was  engineered  so  that 
the  driver,  with  just  a  flip  of  a  lever, 
could  convert  from  front-wheel  drive 
to  the  four-wheel  drive  required  when 
off  the  road.  Lamm  figured  it  would  be 
popular  with  Americans  who  wanted 
to  drive  on  a  superhighway,  say,  to  the 
ocean,  then  drive  on  the  beach.  'We 
said,  We  want  that!'  Lamm  recalls. 
'Then  we  spent  two  years  convincing 
Fuji  we  could  sell  the  car  in  the  U.S.'  " 

Harvey  Lamm  in  new  4WD  Subaru 
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One  cannot  rest  except 
after  steady  practice. 
George  Ade 


It  is  because  artists  do  not 
practice,  patrons  do  not  patronize, 
crowds  do  not  assemble  to 
reverently  worship  the  great  work 
of  Doing  Nothing  that  the  world 
has  lost  its  philosophy  and 
even  failed  to  invent  a 
new  religion. 
G.K.  Chesterton 


There  is  a  case,  and  a  strong 
case,  for  that  particular  form 
of  indolence  that  allows  us  to 
move  through  life  knowing 
only  what  immediately 
concerns  us. 
Alec  Waugh 


No  man  is  so  methodical  as  a 
complete  idler,  and  none  so 
scrupulous  in  measuring  out 
his  time  as  he  whose 
time  is  worth  nothing. 
Washington  Irving 


There  is  less  leisure  now  than 
in  the  Middle  Ages,  when 
one-third  of  the  year  consisted 
of  holidays  and  festivals. 
Ralph  Borsodi 


The  right  to  laziness  is  one 
of  the  rights  that  sensible 
humanity  will  leam  to  consider 
as  something  self-evident. 

WlLHELM  STEKEL 


Every  one  has  time  if  he  likes. 
Business  runs  after  nobody:  People 
cling  to  it  of  their  own  tree  will 
and  think  that  to  be  busy  is 
a  proof  of  happiness. 
Seneca 


Most  people  are  satisfied  with 
doing  just  about  anything  and 
are  sufficiently  happy  in  any 
banal  occupation;  when  they  are 
completely  idle,  then,  they 
feel  no  great  pain. 
Giacomo  Leopardi 


Thoughts 

on  the  Business  of  Life 


The  purpose  of  recreation  is  to 
re-create  our  energies,  our  physical 
strength  or  our  mental  powers,  our 
zest  for  work.  Andrew  Carnegie,  after 
he  began  to  win  his  spurs,  was  a 
notorious  truant  from  work.  Hardly 
any  of  his  time  was  spent  in  or 
around  steel  mills.  The  true  purpose 
of  recreation  is  not  merely  to 
amuse,  not  merely  to  afford  us 
pleasure,  not  merely  to  kill  time, 
but  to  increase  our  fitness,  enixince 
our  usefulness,  spur  achievement. 
B.C.  Forbes 


Nothing  gives  rest  but  the 
sincere  search  for  truth. 
Blaise  Pascal 


One  is  happy  or  unhappy  as 
the  result  of  a  multitude 
of  unseen  things  which  one 
does  not  refer  to  and 
could  not  describe. 
Nicolas  Chamfort 


My  merit  is  not  to  have  been 
totally  ineffectual  but  to 
have  wanted  to  be. 
E.M.  Cioran 


To  do  nothing  at  all  is  the 
most  difficult  thing  to  do 
in  the  world,  the  most 
difficult  and  the 
most  intellectual. 
Oscar  Wilde 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subiect.  are  available  m  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave..  New  York. 
NY.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


The  most  active  lives  have 
so  much  routine  as  to  preclude 
progress  almost  equally 
with  the  most  inactive. 
Ralph  Waldo  Emerson 


Restfulness  is  a  quality  for 
cattle;  the  virtues  are  all 
active,  life  is  alert. 
Robert  Louis  Stevenson 


It  is  better  to  have  loafed  and  lost 
than  never  to  have  loafed  at  all. 
James  Thurber 


What  will  you  think  of  pleasures 
when  you  no  longer  enjoy  them? 
Joseph  Joubert 


There  are  but  few  men  who 
have  character  enough  to 
lead  a  life  of  idleness. 
Josh  Billings 


A  Text . . . 

And  why  take  ye  thought  for 
raiment?  Consider  the  lilies 
of  the  field,  how  they  grow; 
they  toil  not,  neither  do 
they  spin. 
Matthew  6:28 


Sent    in    by    Peter   Wallace,    Orlando,    FL 
What's    your    favorite    text?     The    Forbe 
Scrapbook  of  Thoughts  on  the  Business 
Life      is      presented       to      senders      of 
texts  used. 


As  a  rule,  people  who  read 
much  in  the  street  don't 
read  much  at  home. 
Georg  C.  Lichtenberg 


To  be  too  busy  gets  contempt. 
George  Herbert 


A  really  busy  person 
never  knows  how  much 
he  weighs. 
Ed  Howe 
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Any  great  whisky  come  to  mind? 


A  premium  whisky,  unrivaled  in  quality  and  smoothness  since  1858. 
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CNA...for  all  the  commitments  you  mak< 

Commitment  is  helping  a  child  to  learn. 

The  CNA  Insurance  Companies  understand 
the  importance  of  commitment.  And  CNA  provides 
all  kinds  of  insurance  to  help  those  who  make 
commitments  keep  them. 

INSURANCE  FROM 


©MP 


CNA  Insurance  Companies/CNA  Plaza/Chicacjo.  IL  60685  •  Independent  agents  who  represent  CNA  are  listed  in  the  Yellow  F&ges 
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The  chefs  of  the  Four  Seasons  Hotel  Philadelphia. 
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AGood  Hotel  ReactsTb^bur  Requests 
AGmndHotelAnticipatesThem. 


A  grand  hotel  should  be  generally  want  to  cat  in  a  city's  maps  and  workout  gear  in  all 


judged  not  simply  by  how 
quickly  it  responds  to  your 
requests,  but  by  how  few  re- 
quests you  find  it  necessar) 
to  make  in  the  first  plao 

Thus,  at  Four  Seasons, 
we  devote  an  enormous 
amount  ol  time  to  anticipat 


best  restaurants,  they  don't  our  hotels.  m^\  health  clubs 

necessarily  want  to  leave  the  in  many  of  them, 
hotel  to  do  so  Which  is  why  And  since  many  of  our 

you'll  find  4-star  restaurants  guests  prefer  to  travel  with 

in  all  our  hotels.  only  carry-on  luggage,  we  of- 

And  we  realize  that  the  for  overnight  pressing  and 

rigors  ol  business  travel  often  shoe  shining,  so  whatever  you 

dictate  irregular  hours.  So  bring  will  look  fresh  in 


ing  precisely  what  the  chang-  we  offer  24-hour  room  sen  ice  the  morning.  And  we  furnish 

ing  needs  and  desires  ol  our     —with  food  prepared  by  our  our  rooms  with  bathrobes. 

guestsare  likely  to  be.  highly  acclaimed  chefs.  hair  dryers  and  other  essen- 

Our  exclusive  Alterna-  But  the  Four  Seasons  tialsthat  might  not  fit  into  a 

philosoph)  ol  anticipating  single  overnight  bag. 
needs  rather  than  reacting  to  We\e  anticipated  all  this 

them  extends  considerably  and  more  because  at  Four 

beyond  the  kitchen.  Seasons  we  staunchly  believe 

We've  anticipated,  for  that  a  grand  hotel  should 

;  no  less  discriminating     instance,  that  man)  people  jh  adapt  to  its  guests.  Not 

abouttaste  don't  want  travel  to  disrupt  Mfo    the  other  way  around. 

•gnize  that    their  daily  routines    which  n^c  17^,  irCrr-icnriC  Ho1'dI< 


tive  c  uisine  menu  selections. 
for  example,  were  developed 
in  anticipation  of  the  grow- 
ing number  ol  people  who've 
become  careful  about  calories 


while 
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Philadelphia 
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Seattle 

Washington.  DC 

CANADA 

Edmonton 
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Montreal 

Ottawa 

Toronto  Yorksille 

Toronto  Inn  on  the  ft" 

Vancouver 

UNITED  KIM 
London  Inn  on  the  fa 

For  reservation 
in  the  US  (800 
in  Canada  (800)  M± 
or  call  vour  traveltf* 


GE  Credit 


is  now  GE  Capital. 
America's  newest 
financial  services 

company 

For  over  55  years  the  General  providing  credit  to  families  known  as  GE  Capital.  Of 
Electric  Credit  Corporation  has  who  needed  GE  appliances,  course,  our  new  name  will  still 
proudly  provided  the  business  it  doesn't  begin  to  define  a  $33  be  attached  to  the  same  275 
world  with  an  ever-increasing  billion  company  providing  offices  of  the  same 
list  of  financial  services.  capital  to  corporations  around  hard-working,  problem- 
Today,  that  list  includes  the  world.  solving,  different- thinking 
corporate  finance, commercial           More  important,  we  pride  company.  In  1988  and  beyond, 
real  estate  finance,  asset-  ourselves  on  taking  a  different  GE  Capital  will  continue  to  do 
based  lending,  equipment  viewpoint  from  other  capital  things  the  same  way  GE  Credit 
leasing,  retail  credit,  and  (at  sources,  because  we  feel  it's  the  did  for  the  past  half-century, 
last  count)  13  other  financial  first  step  to  finding  a  different  Differently, 
services.  solution  to  your  specific  T4L  Jn  f  k  • 

In  fact,abouttheonlything  business  problem.  And  we  t  nVc  yU  U1UJ£J& 

in  our  company  that  hasn't  think  it's  high  time  we  applied  differently  D€GlUSe 

grown  since  1932  is  our  name.  that  different  perspective  to  ™p  ^pp  iu  jf-irrc 

While  it  accurately  described  our  own  name.  J* IT-         ip 

our  original  function  of  So  from  now  on,  we'll  be  Qlllerentl\£ 


GE  Capital 


w 


^r  Seasons  Hotel  Philadelph 


e  Class  of  '96  wante 


and  communications  worke 


Recently,  a  group  of  curious  third  graders 
visited  NEC.  We  showed  them  what  we've 
shown  thousands  of  curious  executives— that 
in  today's  business  world,  increased  produc- 
tivity starts  with  a  concept  called  C&C. 
Computers  and  Communications  working 
together.  C&lC  is  an  effective  solution  for  the 
managing  and  moving  of  information. 

C&C    Computers  and  Communications 


In  your  office,  C&C  means  quality 
products  such  as  advanced  personal  com] 
puters,  digital  telephones,  and  high-sped 
facsimile  terminals,  all  working  together] 
through  a  powerful  Information  Manage] 
System  (IMS). 

For  your  corporation,  it  means  local 
wide  area  networks,  using  NEC  technoli 
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85    The  World  Will  Be  Watching 

By  William  G.  Flanagan 
A  record  161  nations,  including  the 
U.S.,  China  and  the  U.S.S.R.,  will 
compete  in  Seoul  in  September  in  the 
24th  Summer  Olympiad.  Who  would 
have  bet  it  could  happen? 
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Where  to  go  and  how  to  spend  in  this 
bustling  world  capital. 
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Jaffes'  Dress  Barn  chain  is  worth  $244 

million. 
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claimed  that  turnaround  was  just 
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If  price-shopping  is  difficult,  does  it 

make  sense  to  give  the  buyer  a  good 
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to  learn  how  computers 
together,  NEC  showed  themJ 


carrv  voice,  data,  text  and  image  information 
around  a  building.  Or  around  die  world. 

Today,  NEC  has  an  impressive  record  of 
solving  complicated  networking  problems  for 
companies  of  all  sizes.  Whether  it's  creating 
your  first  system,  or  adding  to  an  existing  one, 
we're  with  you  every  step  of  the  way. 

It  you'd  like  to  learn  how  Computers  and 


Communications  can  work  together  for  your  F 
business,  please  write  or  call: 


NEC  America,  Inc.,  Corporate  Marketing 

8  Old  Sod  Farm  Road,  Melville, 

New  York,  11747 

Telephone: 

1-800-338-9549 
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128  The  Funds: 

"Invest  Like  The  Rockefellers" 

By  Ruth  Simon 

Venture  capital  funds  hold  out  the 
hope  of  big  profits  for  the  little  guy — 
after  the  big  fees. 
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Takeover  Bait? 

By  Steve  Kichen  and  Steve  Ramos 
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sticks, we  come  up  with  a  list  of  po- 
tential targets. 
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panies; M.A.  Hanna;  Goody  Products. 

GOVERNMENT 

36     Empire  Builders 
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The  best  kind  of  invasion 

Many  U.S.  visitors  to 
Mexico  City  file  through 
Chapultepec  Castle  with 
its  emotional  memorial  to 
the  "boy  heroes,"  teen- 
aged  military  cadets  who 
fell  resisting  the  U.S.  in- 
vasion in  1847.  Verdun, 
France's  sacred  battlefield 
of  1916,  swarms  with  Ger- 
man tourists.  Japanese 
come  in  large  number  to 
Hawaii's  U.S.S.  Arizona 
Memorial  at  Pearl  Harbor 
(see  picture)  honoring 
Americans  who  died  in 
the  surprise  attack  in  1941.  Americans  visit  the  Hiroshimi 
nuclear  site.  Old  wounds  heal,  and  each  nation  learns  to  respeoj 
the  other's  traditions.  In  this  spirit,  Hawaii,  once  a  victim  rj 
Japanese  aggression,  today  welcomes  waves  of  Japanese  travel 
ers  and  massive  infusions  of  Japanese  capital — parts  of  tbJ 
island  state  are  taking  on  a  Japanese  character.  But  while  nearli 
everyone  benefits  from  this  kind  of  transnationalism,  there  an 
costs.  In  "A  mixed  blessing,"  John  Heins  tells  the  story.  Page  63| 


Tourists  at  Pearl  Harbor 


What  investment  strategy  now? 

The  stock  market  has  retreated  from  the  front  pages,  and  is  oncl 
again  a  tough  place  to  make  a  buck.  What  financial  strategie| 
are  Forbes'  columnists  recommending?  David  Dreman  (pag 
136)  says  it's  too  late  to  sell  but  urges  rearrangement  of  stoc 
holdings  to  concentrate  in  low  P/Es;  he  names  four  to  buy  novl 
Ann  Brown  (page  138),  citing  elimination  of  the  capital  gains  tai 
preference,  reminds  readers  that  short-term  trading  is  now  morl 
rewarding  than  formerly.  Susan  Lee  (page  134)  surveys  the  pro! 
on  investing  overseas,  finds  general  skepticism — except  about! 
couple  of  Pacific  Rim  markets.  In  Statistical  Spotlight  (pagj 
130),  Steve  Kichen  and  Steve  Ramos  identify  a  number  of  stockfl 
that  meet  some  of  the  criteria  the  takeover  boys  look  for. 

Rupert  strikes  again 

Unbowed  by  Teddy  Kennedy's  sneaky  attempt  to  drive  him  od 
of  the  newspaper  business  in  New  York  and  Boston,  Rupeij 
Murdoch  has  big  plans  for  Pearson's,  owners  of  Britain's  Finati 
c  ml  limes  (and  half  owner  of  The  Economist).  Does  Murdoch,  whj 
bought  20.4%  of  Pearson's  stock,  want  to  own  the  world?  Well 
maybe,  but  his  move  into  Pearson's  is  a  lot  better  defined  thai] 
that.  The  formidable  publisher/financier  wants  a  piece  of  th[ 
lucrative  Dow  Jones  and  Wall  Street  Journal  markets.  The  Finan 
cial  Times  would  be  his  instrument.  Richard  Morais,  in  London 
and  Allan  Dodds  Frank,  in  New  York,  wrote  "Watch  out,  Do^ 
Jones!  Here  comes  Rupert  Murdoch."  It  starts  on  page  34. 


CaV. 


^L^s, 


Editor 
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NUMBER  ONE, 


TOYOTA  QUALITY. . .  ADDS  UP  TO  MORE  NUMBER  ONES 
IN  CUSTOMER  SATISFACTION  THAN  ANY  OTHER  MANUFACTURER. 

Nationwide  surveys  concluded  that  in  their  respective  segments.  Tercel.  Camry. 

Cressida.  Supra*  and  4Runner"  ranked  #1  in  customer  satisfaction.  They  had  the  fewest  problems 

during  warranty  period,  the  fewest  problems  at  delivery,  and  the  fewest  recurring  repair  problems. 

It  takes  a  certain  quality  to  satisfy  so  many  people  in  so  many  ways.  Toyota  Quality. 

Get  More  From  Life . . .  Buckle  Up! 

TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 

•|<W8  models  shown  most  recent  data  based  on  I  D  Power  &  Associates  1987  Customer  Satisfaction  Index  with  Product  Oualits  and  Dealer  Ser\  ice  ilor  l<J8o  vehiclesi 
I  D  Power  f,  Associates  1987  Compact  Truck  CSI— Customer  Satisfaction  with  Product  Qualit>  and  Dealer  Ser\  ice  r-  l988To\ota  Motor  Sales  USA    Inc 


Follow-Through 


The  garbage 
game 

Oct.  21,  1985 


tions  for  30  years,"  says  Ronald  Gold- 
stock,  director  of  New  York  State's 
Organized  Crime  Task  Force.  Thus, 
Reuter  concludes:  "You  have  to  break 
with  history.  Unless  you  radically  al- 
ter the  market,  things  will  continue 
as  they  have  before." — Alyssa  A.  Lappen 


Thank  you, 
Asher 


Americans  spend  maybe  $15  billion 
a  year  getting  rid  of  their  trash, 
most  of  it  handled  by  private  compa- 
nies. Yet  Forbes  noted  in  1985  that 
the  business  was  hardly  a  free  enter- 
prise. In  older  cities  like  New  York, 
racketeers  dominate  the  trade,  assign- 
ing routes  and  threatening  those  who 
try  to  skirt  them.  Forbes  cited  studies 
showing  that  by  creating  city-con- 
trolled monopolies,  in  effect  replacing 
mob  cartels,  the  business  could  be 
cleaned  up — and  costs  lowered. 

Now  New  York  City  has  taken 
some  of  the  suggestions  Forbes  ad- 
vanced in  1985.  The  city's  Depart- 
ment of  Consumer  Affairs  has  since 
raised  the  number  of  trade  waste  in- 
spectors on  its  staff  from  two  to  ten. 
Since  1986  it  has  also  collected  $1 
million  in  fines  against  those  carters 
making  unreported  pickups. 

The  city  is  also  considering  new 
ways  to  collect  commercial  trash.  In 
1956  New  York  gave  its  commercial 
garbage  routes  to  private  carters.  But 
what  the  city  gave  it  may  now  take 
away.  By  early  1989  the  DCA  hopes  to 
be  testing  a  plan — perhaps  in  China- 
town— to  franchise  commercial 
routes  to  private  haulers  in  a  competi- 
tive bidding  process.  Instead  of  licens- 
ing dozens  of  trash  collectors  on  one 
street,  the  city  wants  to  promote  effi- 
ciency and  break  racketeering  by 
forming  districts  and  assigning  each 
to  one  franchisee. 

How  to  prevent  bid  rigging?  The 
Sanitation  Department  will  set  up  a 
profit  center  to  bid  against  private  cart- 
ers— in  effect,  whipping  them  to  stay 
honest.  If  the  private  carters  bid  unre- 
alistically  high,  the  department  will 
get  the  route.  The  plan  is  framed  on  a 
report  by  Rand  Corp.  economist  Peter 
Renter  and  funded  by  an  arm  of  the 
Justice  Department.  If  it  works,  Jus- 
tice hopes  other  cities  will  also  use  it. 

New  York  City's  new  commercial 
garbage  collection  plan  may  not  prove 
flawless.  But  traditional  methods  of 
dealing  with  racketeering  do  not 
work.  "This  has  been  the  subject  of 
Stigatians  and  criminal  prosecu- 
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Since  the  added  overhead  is  sma 
Patton  thinks  the  operations  will 
profitable  to  Basic  from  day  one. 

Does  Patton  resent  cleaning  up  af-J 
ter  Asher  Edelman?  Not  at  alii 
"Thank  you,  Asher,"  he  exclaims] 
"We  were  thrilled  to  get  hold  o| 
this."— A.A.L. 


The  death 
of  chip- 
running 

June  30,  1986 


Stock  dealster  Asher  Edelman  out- 
smarted himself  in  1984  when  he 
took  control  of  Management  Assis- 
tance Inc.  and  carved  it  up,  selling  its 
MAI  Basic  Four  business  computer 
subsidiary  to  investors  in  a  $101  mil- 
lion leveraged  buyout.  Basic  Four 
then  hired  ex-Honeywell  man  Wil- 
liam Patton  as  chief  executive,  sold 
its  Canadian  distribution  arm  to  raise 
cash,  axed  costs,  introduced  a  new 
line  of  computers  and  raised  profits 
fivefold.  Forbes  concluded  that  the 
episode  showed  the  difference  be- 
tween raiders  and  real  managers. 

If  Edelman  wasn't  already  kicking 
himself  a  year  ago,  he  must  be  doing 
so  now.  With  the  continued  introduc- 
tion of  new  computers  and  add-ons, 
Basic's  net  profits  grew  35%  last  year, 
to  $22.8  million,  on  sales  that  were  up 
14%,  to  $321  million.  Orders,  mean- 
while, have  reached  a  record  level  of 
$235  million.  Now  public  once  again, 
MAI  has  also  paid  off  the  debts  from 
its  leveraged  buyout. 

This  year  promises  to  be  better  yet. 
Basic's  sales  and  profits  are  expected 
to  reach  $440  million  and  $32  mil- 
lion, respectively.  Some  growth  will 
come  from  existing  operations  and 
the  acquisition  of  25  small  software, 
distribution  and  maintenance  compa- 
nies. But  most  of  the  gains  will  come 
from  Basic's  repurchase  from  Bell  At- 
lantic of  the  Canadian  distribution 
subsidiary  it  sold  to  make  ends  meet, 
and  from  the  partial  repurchase  of  its 
U.S.  service  subsidiary,  which  Edel- 
man sold.  Given  a  choice,  Patton 
would  not  have  sold  the  subsidiaries. 

Although  the  buybacks  cost  $148 
million,  the  company  has  picked  up 
service  contracts  for  10,000  of  its  U.S. 
computer  customers  and  another 
4,000  service   contracts   in   Canada. 


Perhaps  $1  billion  a  year  worth 
contraband  semiconductors  wer 
coming  into  the  U.S.  two  years  age 
60%  of  them  over  the  borders  froi 
Mexico  and  Canada.  Many  otherwis 
upstanding  businessmen  were  smug 
gling  in  chips  to  skirt  steep  antidump- 
ing duties  which  the  U.S.  had  slapped 
on  companies  such  as  NEC,  Fujitsu 
and  Toshiba  in  1986.  Despite  talk  that 
the  duties  might  go,  Forbes  thought 
smuggling  would  continue  if  the  U.S. 
replaced  duties  with  artificially  high 
minimum  prices  that  U.S.  chip- 
makers  thought  "fair." 

Dumping    and    smuggling    slowed 
but  did  not  stop  after  the  U.S.  signed 
the  U.S. -Japan  Semiconductor  Accord T 
in  September  1986  and  dropped  some  I 
duties   it   had   imposed   earlier   that'r 
year.  Therefore,  last  April  the  U.S. 
imposed  new   sanctions — this   tim 
100%    duties  on  end  products  like 
power  tools  and  television  sets.  That 
worked,  and  most  dumping  sanctions 
were  suspended  in  November.  "Chip 
smuggling  is  not  a  problem,"  says 
Rollin  Klink,  U.S.  Customs  special 
agent  in  San  Francisco.  "I  have  con- 
tacts in  Silicon  Valley,  and  I  would 
have  heard  if  it  were."  The  Semicon- 
ductor Industry  Association  agrees. 

Yet  the  U.S.  is  going  after  those 
who  violated  the  duties  imposed  in 
1986.  In  July,  Paul  S.  Columbus,  J~ 
Huntington  Beach,  Calif.  Japanese 
chip  distributor  was  indicted  foi 
smuggling  He  pleaded  guilty. 

The  U.S.  District  Court  in  Seattle 
last  month  fined  Columbus  $100,00( 
and  sentenced  him  to  two  years  ir  - 
prison.  Columbus  claims  he  made  lif  - 
tie  profit  and  thinks  his  sentence  wai 
too  harsh.  "Everybody  was  doing  it,' 
he  says.  Now,  he  says  his  business  i; 
suffering.  "The  laws  may  have  beer 
stupid,"  he  concludes,  "but 
shouldn't  have  broken  them." — A.A.L 
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An  appeal  to  those 
who  set  corporate 

)erdiems  on  behalf  of 

hose  who  must  sleep 

with  your  decisions. 

Corporate  per  diems  have  Those  who  guard  the  corn- 

ays  been  viewed  as  a  necessary  evil,    pany  purse  strings  consider  them  nec- 
essary. While 


We  invite  you  to  compare  our  competitive  corporate  rates. 
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those  who 
travel  on 


a  shoestring  just  consider  them  evil. 
But  there  is  hope  for  a  meet- 
ing of  the  minds.  Hope  that  comes 
in  the  elegant  form  of  a  Hyatt®  Hotel. 

In  short,  Hyatt,  the  hotel 
where  most  business  travellers 
would  prefer  to  stay,  is  surprisingly 
no  more  expensive. 

This  preference  can  be 
attributed  not  just  to  Hyatt's 
distinctively  designed  guest 
rooms  and  sweeping  atriums, 
but  to  the  fact  that  everything 
at  Hyatt  is  geared  to  making  a 
trip  easier,  more  productive 
and  more  relaxing. 

In  addition,  to  make  the 
thought  of  returning  to  Hyatt  even 
more  rewarding,  there  are  a  host 
of  privileges  available  through 
the  Gold  Passport®  Frequent  Traveller 
Program. 

All  of  which  enables  business 
travellers  to  do  something  long 
Ttxc  thought  to  be  impossible : 


HYATT 

Touch 


maintain  their  dignity. 
Without  ever  having 
to  violate  their 
per  diems. 


HYATT0HOTELS  &  RESORTS 


Hyatt  Regency  Chicago  •  Grand  Hyatt  New  York  •  Hyatt  Regency  Atlanta  •  Hyatt  Regency  Dearborn  •  Hyatt  Regency  Miami 


reservations  at  any  of  90  Hyatt  Hotels  in  North  America  or  43  Hyatt  International  Hotels,  call  1-800-228-9000,  or  your  travel  planner. 


consume 
products 
won't  survive 
one  year 
in  the 
marketplace. 
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A  computer  system 
that  gives  you  better 
information  on  your 
marketplace  and  your 
competition  increases 
your  odds  for  success. 
And  that's  where 


Unisys  makes  th 
difference. 

We  are  the  leader 
in  fourth-generation 
languages,  sophisticated 
software  that  lets  you 
anticipate  changes  in  the 


marketplace,  examine 
alternatives,  and  quickly 
plot  a  new  course. 

But  that's  not  the  only 
advantage  Unisys  offers. 

We  are  a  $10  billion 
information  systems 
company  doing  business 
in  over  100  countries,  so 
we  can  help  support  your 
new  product  wherever  it 
might  be  introduced. 

Our  complete  line  of 
integrated  hardware, 
software,  and  networking 
systems  can  be  tailored 
to  meet  your  company's 


needs  and  can  easily 
grow  to  keep  pace  as 
your  markets  expand. 

We  believe  that  better 
information  leads  to 
better  decisions. 

And  we  know  that  you 
need  both  to  survive  in 
today's  competitive 
marketplace. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 
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Having  it  both  ways? 

Brokers  cheered  last  summer  when 
the  U.S.  Supreme  Court  decided  that 
brokerage  firms  could  require  cus- 
tomers to  arbitrate  securities  law  vio- 
lation claims  rather  than  litigate 
them.  Shearson  successfully  argued 
the  case  for  arbitration  before  the  Su- 
preme Court.  No  more  would  pro- 
tracted lawsuits  bring  costs  and  bad 
publicity  from  aggrieved  customers. 
"For  business  reasons,"  explained 
Shearson's  lawyer  last  spring,  "we 
would  prefer  to  be  in  arbitration." 

But  last  month  in  U.S.  District 
Court  in  Connecticut,  Shearson  sued 
1 1  investors  who  dealt  with  a  person 
operating  from  a  Shearson  broker's 
desk.  The  brokerage  firm  hopes  to  by- 
pass an  NYSE  rule  that  claims  be  set- 
tled in  arbitration.  In  its  motion,  the 
firm  fumes:  "Shearson  will  suffer  im- 
mediate and  irreparable  harm"  if 
forced  to  arbitrate  the  case.  Why?  It 
would  "forfeit  its  legal  right  to  due 
process,  a  jury  trial,  federal  discovery 
.  .  .  and  an  appeal."  Exactly  the  argu- 
ments Shearson  defeated  in  last  sum- 
mer's Supreme  Court  decision. 

Does  Shearson  appreciate  the  irony 
of  its  double  standard  on  arbitration? 
"I  don't  see  it,"  said  a  Shearson  law- 
yer— rather  lamely,  we  thought. 

Citi  shuffle,  part  II 

For  a  guy  who  had  "no  plans  to  leave" 
Citicorp,  Edwin  P.  Hoffman  sure 
made  a  quick  exit.  The  Informer  re- 
ported in  December  that  Hoffman, 
head  of  Citi's  Latin  American  com- 
mercial banking  operation,  was  ready 


NluMT.lli     ; 


to  walk  out  after  not  being  named  to 
succeed  departing  investment  bank- 
ing chief  Thomas  Theobald.  Not  so, 
Hoffman  told  Forbes. 

On  fan.  1  Hoffman  became  presi- 
dent and  chief  operating  officer  of 
Household  International,  Inc.  (1986 
assets,  $13.2  billion),  the  parent  of 
Household  Finance  Corp. 

In  another  recent  Citicorp  depar- 
ture, Richard  L.  Huber,  51,  aggressive 
head  of  Latin  American  investment 
banking  and  global  insurance,  left  for 
Chase  Manhattan,  where  he  will  take 
charge  of  capital  markets  and  foreign 
exchange  in  mid-March.  Word  is 
Huber  was  forced  out  over  a  personal- 
ity conflict  with  investment  banking 
chief  and  rising  star  Michael  A.  Cal- 
len.  Citicorp  denies  that  interpreta- 
tion, and  Huber  says  his  departure 
was  mutually  agreed  upon. 

Rx  for  hospitals 

Newly  christened  GE  Capital,  the  $33 
billion  financial  services  arm  of  Gen- 
eral Electric,  is  going  aggressively  into 
health  care  financing.  GE  Capital  will 
soon  unveil  a  program — in  the  works 
for  a  year — designed  to  improve  hos- 
pitals' capital  and  administrative 
problems,  for  a  fee,  of  course. 

How  will  it  work?  GE  Capital  will 
go  into  a  hospital  and  take  over  its 
back  office,  handling  admissions,  bill- 
ing and  bad  debt  collection.  A  big  sell- 
ing point:  GE  Capital  will  buy  the 
hospital's  receivables,  freeing  up 
money  for  seriously  strapped  admin- 
istrators to  use  elsewhere.  GE  Capital 
makes  out  on  the  interest  rates  it  lev- 
ies on  patients  who  stretch  out  their 
payments  and  by  being  able  to  borrow 
money  less  expensively.  Robert  Wat- 
son, who  heads  up  GE  Capital's 
health  care  group,  says  modestly:  "It's 
just  an  idea  we  have."  It's  more  than 
that,  but  GE  Capital  prefers  talking 
the  idea  down.  Why  alert  prospective 
competitors  to  a  good  thing? 

An  offer  with  strings 

In  what  strikes  us  as  one  of  the  more 
gruesome  publicity  grabs  recently, 
hairdresser  Lance  Lappin,  who  runs  a 
salon  near  Wall  Street  in  lower  Man- 
hattan and  charges  his  customers 
from  $35  to  $50  for  a  haircut,  offered  a 
30%  discount  on  haircuts  to  anyone 
producing  proof  of  dismissal  from  a 
securities  firm.  More  than  15,400 
folks  have  been  let  go  since  June,  with 
many  more  cuts  to  come.  What  if  they 


all  head  down  to  chez  Lance?  Says 
Lappin's  flack:  "If  too  many  people 
come  in,  he'll  have  to  stop  it." 

A  slight  oversight 

With  $9  billion  in  annual  sales,  Apex 
Oil  Co.  of  St.  Louis  was  the  fifth- 
largest  private  company  in  the  nation 
in  1987.  Now  it's  in  Chapter  11. 

Apex  fled  to  the  protection  of  the 
courts  on  Dec.  24  after  learning  that 
its  creditor  banks  planned  to  foreclose 
assets.  The  banks — such  as  Chase 
Manhattan,  Manufacturers  Hanover 
and  BofA — worried  about  $533  mil- 
lion Apex  owed  them,  had  announced 
an  auction  of  some  company  assets. 

Miffed  at  the  Chapter  1 1  filing,  the 
banks  filed  suit,  alleging  in  court  doc- 
uments that  Apex'  assets  were  trans- 
ferred without  the  banks'  knowledge 
to  an  affiliate  not  in  the  bankruptcy 
filing.  Apex  denied  the  allegations 
and  cried,  "Slander!"  Unfortunately— 
again — for  the  banks,  the  charges 
don't  hold  up  under  scrutiny.  The  af-. 
filiate,  COTC,  was  created  in  1985 
with  creditor  banks'  knowledge,  Apex 
says.  The  banks  were  operating  undei 
the  assumption  that  their  liens  ap 
plied  to  COTC's  assets  as  well 
Apex'.  With  carelessness  like  this,  i* 
it  any  wonder  our  banks  are  facii 
multibillion-dollar  writeoffs? 

In  a  big  hurry 

Why  bother  to  tell  people  they're  firec 
when  you  can  just  change  the  lock; I 
on  their  office  doors?  One  recent  Frij 
day  night,  Holt  Rinehart  &  Winston, ;| 
subsidiary  of  Harcourt  Brace  fovano) 
vich,  called  locksmiths  to  its  hifl 
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:hool  science  textbook  division  in 
lanhattan.  Staffers  wanting  to  work 
i  the  weekend  could  not  get  into 
leir  offices.  On  Monday  some  30 
olt  folks  were  told  to  clear  out.  One 
litor  was  fired  by  phone. 
Why  the  abruptness?  Gossip  is  that 
BJ,  which  also  runs  the  Sea  World 
leme  parks,  asked  Holt  editors  to 
isert  "pop"  science  articles  into  its 
:xts;  according  to  some  firees,  the 
tides,  which  may  be  used  as  promo- 
onal  material  at  Sea  World,  were  out 
:  place  in  rigorous  Holt  texts.  The 
htors  complained  to  superiors. 
A  Holt  spokesman  says  it  had  de- 
ded  to  transfer  the  department  to 
exas  long  ago  and  that  the  Sea  World 
nt  was  "more  rumor  than  fact." 

p  for  grabs:  $25  million 

jr  over  a  year  Computer  Memories,  a 
hatsworth,  Calif.-based  disk-drive 
laker,  has  been  trying  to  find  some- 
ic  to  merge  with  or  to  acquire  it 
ong  with  its  $25  million  in  cash, 
he  company  ceased  operations  when 
s  biggest  customer,  IBM,  began  buy- 
ig  its  disks  elsewhere. 
In  July  the  company  tried  to  merge 
ith  Hemdale  Film  Corp.,  producer  of 
le  hit  film  Platoon,  But  Hemdale  got 
ito  hot  water  over  videocassette 
ghts  to  Platoon  and  Hoosiers,  and  the 
:al  fell  apart.  In  December  Comput- 

Memones  turned  up  another  poten- 
al  mate,  UIC,  a  privately  held,  Bur- 
mk-based  animation  house.  DIC 
ould  get  its  mitts  on  Computer  Me- 
.ones'  dough  in  return  for  one-third 

the  outstanding  stock  of  the  com- 
ned  companies. 

DIC  could  use  the  money;  it's  swol- 
n  with  S65  million  in  debt  floated 
inng  a  management-led  buyout.  But 
ml  and  Natalie  Koether,  whose  Sun 
juities  owns  nearly  10%  of  Comput- 

Memones,  want  to  block  the  deal, 
hey  aren't  happy  with  DIC's  debt  or 
ith  the  current  glut  in  animation 
ogramming,  which  could  threaten 
IC's  basic  business. — Lisa  Gubernick 

o  to  Drexel 

okerages  as  a  matter  of  course  bor- 
w  stocks,  bonds  and  government  se- 
irities  from  each  other  to  complete 
ansactions  or  cover  short  positions, 
st  days  ago  Boston  Co.  reduced  the 
nount  of  the  securities  on  loan  to 
rexel  Burnham  by  some  60%.  We 
,ive  it  on  good  authority  that  Boston 
j.'s  parent,  Shearson  Lehman  Hut- 
n,  has  also  significantly  reduced  its 
:posure  to  Drexel.  Shearson  says, 
Ve  prefer  not  to  discuss  ongoing  re- 
tionships  with  clients."  Drexel  says 
e  same. — Laura  Jereski 


iRBES,  FEBRUARY  22,  1988 


A  SONY  FOR 
YOUR  THOUGHTS. 


Great  ideas  don't  conform  to  a  9  to  5  schedule.  In  fact,  they  have  a 
of  popping  up  when  you  least  expect  them. 

That's  why  you  need  Sony  Dictation  equipment.  It  will  help  you  keep 
track  of  your  thoughts,  organize  them,  and  above  all,  hold  onto  them 

For  more  information,  talk  to  a  Sony  Dictation  System  specialist 
at  1-800-222-0878.  Were  hanging  on  your  every  word. 


Dictation  Systems  Division.  Sony  Corp  ot  America.  Sony  Drive. 
Park  Ridge.  NJ  07656  Sony  is  a  trademark  ol  Sony 


SONY 
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Exclusive  clubs  in  Manila  have 

a  long  history  of  service.  Club  Filipino  since  1898, 

Casino  Espanol,  1913. 

So  has  the  newest.  MacArthur  Club. 


The  MacArthur  Club, 
reserved  for  the  exclusive 
use  of  guests  occupying 
the  rooms  and  suites  on 
the  Executive  Floor  of 
The  Manila  Hotel,  is 
more  than  just  a  club;  it 
is  a  complete 


demonstration  of  the 
care  and  service  for 
which  The  Manila  Hotel 


has  been  renowned  for 
more  than  seventy-five 
years. 

The  MacArthur  Club. 
Manila's  newest  exclusive 
club  with  a  tradition  of 

service  that  goes  back 
seventy-five  years. 


ncredible 
.  must  see  m  rfii 


FOR  RESERVATIONS:  Manila  Tel.  47-00-11.  Cable  MAMLHOTEL. 
Telex  40537  MHOTE1.  I'M.    63496  MHOTEL  t'N.  22479  MHC  PN:  Fax  (632)  471124 
MANILA  HOTEL  HK  SALES  OFFICE    (51  253262  254012  .    UTELL  INTERNATIONAL  LTD 
PHILIPPINE  AIRLINES  SALES/RESERVATIONS  OFFICES  WORLDWIDE 
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ppivate  villas 
and  couri  cIub 


Mobile  4  Star,  AAA  4  Diamond  Awards 


Call  for  Reservations  (619)  323-1773 

Outside  California  (800)  854-1298 

California  (800)  255-1773 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice  Write  your  new  address  on  this 
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the  form  and  return  it  with  a  check  for 
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Readers  Say 


Star  struck 

Sir:  Your  article  on  the  role  of  Holly- 
wood in  politics  ("Campaign  '88:  Get 
ready  for  'selective  reality,'  "Jan.  25} 
is  incredibly  biased  and  would  be  re- 
pugnant as  an  editorial. 

Kindly  cancel  my  subscription. 
— Harold  Blicksilver 
Melville,  NY. 

Sir:  At  least  we  in  show  business  try 
to  have  an  effect  on  the  political  pro- 
cess  for   ideological    reasons    rather 
than  sheer  greed  and  profit. 
— Don  Henley 
Universal  City,  Calif 

Sir:  Forbes  has  done  a  great  service  to 
the  electorate  of  this  country  by  dis- 
closing the  intrigue  by  which  the 
powers  that  be  in  Hollywood  defamed 
former  Judge  Bork  and  for  alerting  us 
to  watch  for  similar  tactics  in  the 
coming  elections.  The  extent  to 
which  this  information  is  heeded  will 
be  known  only  in  November. 
— Gerald  K/aasen 
New  Era,  Mich 

Sir:  Hollywood  leftists  choose  their 
politics  because  of  guilt?  Does  it  fol- 
low then  that  right-wing  entertainers 
arc  politically  innocent  and  naive? 
— Rosemary  n  Sterner 
Fort  Myers  Beach,  Fla 

Sir:  Stars  carry  with  them  the  burden 
of  their  characters.  Would  you  use  Pec 
Wee  Herman  to  peddle  Forbes? 
— Al  Geiersbacb 
Milwaukee,  Wis. 

Sir:  The  individual  who  played  the 
decisive  role  in  defeating  confirma- 
tion of  Judge  Bork  was  not  Norman 
Lear,  as  claimed  by  your  article.  It  was 
[udge  Bork  himself. 
— Manuel  Kom 
lair  Lawn,  \  / 

Sir:  I  appreciate  that  1  am  fair  game, 
[but]  your  article  is  little  more  than  a 
thinly  veiled  effort  to  rewrite  the  his- 
tory of  the  Bork  controversy  by  mak- 
ing me  some  kind  of  ridiculously 
powerful,  behind-the-scenes  liberal. 
To  suggest  that  all  these  people  and 
institutions  were  swayed  by  one  tele- 
vision spot  is  bizarre.  The  Bork  con- 
troversy generated  more  citizen  par- 
ticipation— on  both  sides — than  any 
public  debate  of  the  Eighties.  To  re- 
duce all  this  to  a  "Hollywood-direct- 


ed-and-financed  media  blitz"  is  hys- 
terical and  unfair. 
— Norman  Lear 
Los  Angeles,  Calif. 

See  Fact  and  Comment,  Feb.  8. — MSF 


Nice  consistency 

Sir:  You  are  consistent  and  you  area 
friend  (Fact  and  Comment,  Dec    14, 
1987);  I  am  grateful  for  your  consis- 
tent friendship. 
—Bill  Bradley 
United  States  Senator 
Washington,  DC. 


Written  agreement 

Sir:  I  agree  with  your  "insight"  (Fact 
and  Comment,  Jan.  25). 
— Carl  C  Icahn 
New  York,  NY. 


Bizarre  bazaar 

Sir:  It  is  most  unfortunate  that  oui 
family's  traditional  preference  for  pri- 
vacy incurred  your  suspicion  and  that 
you  have  seen  fit  to  suggest  that  we 
may  have  betrayed  our  cultural  heri-. 
tage  by  engaging  in  illegal  activities 
("The  world  is  their  bazaar,"  Dec  28,\ 
l')8^).  We  firmly  reject  all  such  sug- 
gestions, and  we  deeply  resent  their 
publication. 
— Srichand  P.  llinduja 
Bombay.  India 


Pickens  pains 

Sir:  If  your  magazine  and  advertisers' 
do  not  still  pale  at  the  mention  of 
Pickens  ("I  don't  get  no  respect,"/awt 
25),  then  why  take  such  pains  to  take 
cheap  shots  at  him? 

Please  cancel  my  subscription. 
— Robert  I  Templeton 
Amarillo.  lex 
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Insurance  assurance 

Sir:  Your  article  "Investing  in 
dark"  (Nov.  J.  1(>87)  tries  to  a 
through  the  confusion  of  the  life  in 
surance  marketplace  and  present  i 
one-page  buying  prescription,  but  I  d( 
not  believe  that  past  experience  give: 
any  support  to  the  notion  that  compa 
nies  basing  dividends  on  new  mone^ 
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lelds  have  treated  their  customers 
:tter  than  those  subscribing  to  port- 
ilio  average  theories. 
On  an  annual  premium  whole  life 
jlicy,   premiums  are  payable  over 
lany  years.  If  a  new  money  crediting 
lethod  is  used,  the  result  will  be  an 
ferage  over  many  years.  The  portfo- 
o  method  acknowledges  this  averag- 
ig  process  while  not  locking  in  poli- 
fholders  to  the  interest  rates  prevail- 
ig  when  their  premiums  were  paid, 
hose  who  purchased  single-premi- 
m  policies  have  the  potential  for 
eater  gains  in  future  years  under  the 
jrtfolio  method  if  interest  rates  turn 
p,  the  opposite  if  interest  rates  fall. 
A  life  insurance  policy  guarantees 
le  cash  value  against  declines.  Un- 
ke  the  owner  of  a  bond  fund,  the 
.vner  of  a  traditional  policy  knows 
Dt  only  the  current  value  of  the  poli- 
i  but  also  has  its  minimum  guaran- 
ed  value  years  from  now.  No  bond 
end  can  offer  that  benefit. 
■John  C.  Angle 
tief  Executive  Officer, 
he  Guardian 
w  York,  NY. 


ot  so  ail  ale 

r:  Forbes  claims  Heineken  sales 
ere  down  15%  last  year  ("Beer  blun- 
:r,"  Feb.  8).  Our  sales  decline  was 
ilf  that,  and  the  15%  figure  was  in 
ct  a  decrease  in  shipping  over  the 
me  period.  A  threatened  dock 
rike,  coupled  with  an  impending 
ice  increase,  caused  our  wholesalers 

build  up  inventory  during  the  fall  of 
>86.  The  subsequent  diminishing  of 
at  inventory  resulted  in  a  decrease 

shipments  into  the  country. 
Philip  Van  Munching 
>rporate  Communications, 
oi  Munching  &  Co.,  Inc. 
nv  York,  NY 


till  ticking 

r:  Your  article  on  the  Swiss  watch 
dustry  ("Abe  Breguet,  meet  Chris- 
m  Dior,"  Dec.  14,  1987)  insinuates 
at  the  four  so-called  top-of-the-line 
ands  are  running  out  of  steam  and 
at  their  place  will  probably  be  taken 
er  by  some  lower-priced  brands  or 
:wcomers.  To  insinuate  that  busi- 
es is  no  longer  what  it  used  to  be  is 
Jounded.  The  business  for  top 
ands  is  flourishing. 
Steve  I  rquhart 
rector, 

denuirs  Piguet 
ndon,  England 
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MM, I  FOUND* 
COMPUTER^  CHEAP - 
MAYbE  EVEN  LESS 
THAN  IF  IVE  &0U6HT 
IT  AT  COM  PUTBRLfiUD." 


ComputerLand 

The  one  thing  to  know  about  computers! 


©  1986,  ComputerLand  Corporation. 
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Before  that  top  coat  of  paint  goes  on, 
there  are  19  other  exterior  finishing  steps. 
Everything  from  a  layer  of  zinc  phos- 
phates to  a  PVC  undercoating. 

Then  each  of  the  four  coats  of  paint  is 
cured  in  separate,  slow-bake  cycles. 

Admittedly,  23  steps  takes  longer 
But  the  result  is  a  longer  lasting  finish.  With 
an  exceptional  depth  of  luster 

This  adamant  attention  to  detail  is 
found  throughout  every  phase  of  the 
Coupes  construction.  Which  makes  it  one 
of  the  finest  performance  automobiles 


you  can  drive.  And  if  you  choose  to  sit  in 
leather  trimmed  interior'while  doing  tha 
driving,  so  much  the  better 

Call  1-800-TOACURA  for  the  deale 
nearest  you. 


ACURA 

PRECISION  CRAFTED  PERFORMANCE 
A  division  of  American  Honda  Motor  Co.,  Inc. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  STATE  OF  THE  UNION 

overall  is  pretty  good  and  getting  better. 

IT'S  HIGH  TIME/PAST  TIME  THAT  WASHINGTON  TELLS  THE  WORLD 

that  the  buck  stops  here — and  now. 


"YOU  KNOW,  HE  REALLY  BELIEVES  THAT 

jmmented,  with  a  can-you-believe- 
expression  and  a  perplexed  shrug, 
e  was  talking  about  Gorbachev's 
iterated  conviction — even  in  their 
ivate  sessions — that  the  U.S.  and 
s  foreign  policies  are  controlled  by 
le  "military  industrial  complex." 
Twice  in  the  course  of  conversa- 
ons  with  President  Reagan  during 
iS  holiday  with  the  Walter  Annen- 
:rgs  in  California,  he  observed  to 
e  his  amazement  that  the  sharply 
itelligent  Soviet  leader — so  well 
iefed    on    so    much — could    be    so  The  President  was  amazed 


STUFF,"  THE  PRESIDENT 

adamant  about  such  really  basic  mis- 
information. 

Chuckling,  the  President  observed 
that  Mr.  Gorbachev,  despite  his  usual 
rhetoric  on  Communist  virtues, 
doubtless  knew  the  truth  that  Com- 
munism as  a  system  wasn't  working 
and  had  to  be  radically  changed. 

"Since  he  knows  the  real  truth 
about  Communism,  how  can  he  be- 
lieve such  nonsense  about  our  sys- 
tem?" queried  the  perplexed  Presi- 
dent. "Yet,  you  know,  he  really  be- 
lieves that  stuff." 


ONLY  HALF  ARE  HAPPY  WITH  ANNOUNCED  DEMOCRATIC  ASPIRANTS 


Apparently  half  the  Democrats  polled  in  Iowa  and 
ew  Hampshire  are  not  pleased  with  their  present  crop 
announced  presidential  candidates.  Which  is  why,  if 
le  party  of  the  donkey  hopes  to  get  into  the  White 
ouse  next  round,  Democrats  will  have  to  nominate 
ther  New  York's  Governor  Mario  Cuomo  or  New 
rsey's  Senator  Bill  Bradley. 
Contrastingly,  the  Republicans  of  Iowa  and  New  Hamp- 


shire are  very  happy  with  their  runners. 

Speaking  of  which,  if  Robert  Dole's  not  the  nominee, 
either  he  or  his  wife,  Elizabeth,  as  vice  presidential  run- 
ning mates  would  greatly  strengthen  a  ticket  headed  by 
George  Bush. 

If  Robert  Dole  were  the  nominee,  New  Jersey's  top- 
notch  Governor  Tom  Kean  as  vice  presidential  running 
mate  would  add  enormous  clout  in  the  major  states. 


OLD  FRIEND  MOROCCO  LOOMS  INVALUABLY  AS  SPAIN  THREATENS 


i  close  down  U.S.  air  bases  that  are  vital  to  the  effective 
:fense  of  the  Free  World. 

If  Spain's  out,  a  base  in  Morocco  is  essential  if  the  U.S.  is 
be  able  to  help  defend  Saudi  Arabia,  the  Emirates  and 
her  lands  direly  threatened  by  raging  Iran.  All  the  coun- 
les  in  the  Middle  East  face  dangers  from  Red  Russia. 
Powerful  U.S.  help  would  also  greatly  strengthen  Mo- 
cco  in  its  efforts  to  stabilize  the  reunited  Moroccan  lands 


of  the  former  Spanish  Sahara.  Libyan-  and  Algerian-backed 
forces  keep  attempting  to  change  that  fact  of  history. 

Fortunately,  Moroccan/U.S.  friendship  goes  back  to  our 
national  beginnings,  when  that  country  was  among  the 
earliest  to  officially  recognize  our  newborn  nation. 

The  moderate  Arab  world  and  the  rest  of  the  Free  World 
will  be  infinitely  more  secure  as  a  result  of  expanding 
Moroccan-U.S.  military  cooperation. 
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HOSPITAL  FOOD'S  THE  OUTRAGE,  NOT  MCDONALD'S 


As  more  and  more  on-the-ball  hospital  administrators 
are  welcoming  McDonald's  and  Burger  King  to  their  opera- 
tions, a  number  of  physicians  are  having  fits.  They  pro- 
claim that  fast  foods  are  not  as  nutritionally  controlled  as 
hospital  menus. 

What  is  nutritional  about  hospital  food  that's  too  often 
uneaten  because  it's  soggy,  pallid,  lumpy,  and  at  a  tem- 
perature opposite  that  of  the  remote  kitchen's  intent? 


With  the  fast-food  outfits,  what's  bagged  is  fresh  and 
hot,  as  well  as  fast.  The  lettuce,  tomatoes,  ketchup,  may- 
onnaise, meat,  rolls,  et  al.  are  invariably  the  freshest  and 
the  best.  The  drinks  that  are  supposed  to  be  cold  are. 

If  patients  could  vote,  I  bet  95%  would  vote  for  McDon- 
ald's or  Burger  King  over  the  in-house  hospital  gunk.  And  I 
bet  about  the  same  percentage  of  doctors  who  have  to  eat 
there  would,  too. 


TOMBSTONES  COME  TO  LIFE,  AND  CAROLS  RING  OUT 

Here  are  two  of  the  most  dramatically  effective  adver- 
tisements ever  on  subjects  where  message  distinction  is 
hard  to  come  by. 

There  is  absolutely  no  way  to  top  this  Absolut  Vodka 
message  for  total  impact.  There's  no  way  to  flip  past  it  in  a 
magazine  without  stopping  awestruck — or  should  we  say 
ear  struck.  When  readers  open  the  colorful  center  spread,  a 
wee  microchip  gives  out  with  Jingle  Bells,  Santa  Claus  Is 
Coming  To  Town  and  We  Wish  You  a  Merry  Christmas.  It's 
delightfully  irresistible,  touching  all  the  right  chords. 

When  readers  recently  opened  this  challenging  advertis- 


Who  could  possibly  know 

more  about 
American  Industries 


H^llf  tt 


iiisjw 


jri  «=.-_ 


ing  spread  in  Forbes,  they  beheld  pages  of  corporate  fi- 
nancings managed  by  Chase  or  Chase  Investment  Bank. 
The  brief  Chase  message  ended  observing,  "These  are 
merely  a  handful  of  the  over  150  deals  we  completed  in  the 
last  year." 

Aside  from  the  fact  that  this  six-page  message-grabber 
added  to  our  coffers  (maybe  I  should  say,  "In  addition 
to  .  .  ."),  I  think  you'll  agree  it's  as  lively  and  impactful  a 
tombstone  (underwriting  participation  ads)  as  you've  ever 
eyeballed. 


WHERE  DID  THOSE  $53.9  MILLION  VAN  GOGH  IRISES  GO? 


To  Japan,  I'm  willing  to  bet. 

Who  else  would  require  ironclad  secrecy  about  the  pur- 
chase? Just  remember  the  enormous  flak  the  Japanese 
insurance  firm  that  paid  the  previous  record  of  $39.9 
million  for  Van  Gogh's  Sunflowers  caught  from  the  Japa- 
nese government  and  press.  It  was  considered  bad  taste  to 
have  it  known  so  much  was  paid,  poor  imaging  for  the 
Land  of  the  Rising  Sun  in  view  of  its  enormous  trade 

SOME  LOTTERY  STORIES 

It's  a  given  that  winners  of  lottery  Smilhons  are  lifted 
sky-high.  But,  occasionally,  everyone  else  is  given  a  lift  by 
the  circumstances  behind  a  number  that  hits.  As,  for 
instant    ,  Columbia,  111.  barmaid  Sue  Zera. 

As  the  \i-ic  York  Daily  News  reported  it,  "Zera,  47,  was 
pouring  drinks,  hustling  lunches  and  listening  to  old  jokes 
Wednesday  when  one  of  the  regulars,  a  70-year-old  retired 
cement  finisher,  ordered  $50  in  tickets  for  Saturday's 


surpluses  around  the  world. 

The  second  reason  these  /rises  have  probably  joined  the 
sunflowers  blooming  in  Japan:  For  a  Japanese  purchaser, 
the  $53.9  million  was  actually  more  like  $26  million, 
because  of  the  plummeting  worth  of  the  buck  in  relation 
to  the  yen. 

So,  given  the  essentials  of  secrecy  and  a  near  50% 
discount,  who  else? 


GIVE  EVERYBODY  A  LIFT 

Lotto  drawing.  She  mistakenly  pressed  the  button  fo 
Wednesday's  drawing — and  found  herself  with  50  $1  tick 
ets  the  customer  didn't  want.  But  she  coaxed  him  int< 
taking  five  of  the  tickets.  The  owner,  Ollie  Hook,  took  15 
and  Zera  'was  stuck'  with  the  last  30. 

"  'I  thought  I  was  out  30  bucks  and  I  wasn't  very  happy, 
she  said." 

Now  Sue  Zera  will  get  $500,000  a  year  for  20  years. 


I 
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THIS  LETTER  SET  AN  AUCTION  RECORD 


When  reading  in  a  Sotheby's  Americana  auction  cata- 
log about  this  letter  by  Abraham  Lincoln  to  the  "other 
Mary"  in  his  life,  we  knew  it  had  to  become  part  of 
Forbes'  extraordinary  collection  of  Lincoln  letters, 
manuscripts  and  artifacts.*  With  courtly  candor  and  by 
promising  to  keep  his  promise  to  proceed  with  marriage 
if  she  wished  it,  just-getting-established  young  lawyer 
Lincoln  succeeded  in  getting  disengaged. 

This  letter,  ending  his  little-recalled  informal  en- 
gagement to  a  Mary  other  than  Mary  Todd,  is  alive 
'FORBES  Galleries,  at  60  Fifth  Ave.,  are  open  Tues.,  Wed.,  Fri.,  Sat.,  10. 

"Friend  Mary, 

"I  have  commenced  two  letters  to  send  you  before 
this,  both  of  which  displeased  me  before  I  got  half  done, 
and  so  I  tore  them  up.  The  first  I  thought  was,  not 
serious  enough,  and  the  second  was  on  the  other  ex- 
treme. I  shall  send  this,  turn  out  as  it  may  — 

"This  thing  of  living  in 
Springfield  is  rather  a  dull 
business  after  all,  at  least  it 
is  so  to  me.  I  am  quite  as 
lonesome  here  as  ever  was 
anywhere  in  my  life.  I  have 
been  spoken  to  by  but  one 
woman  since  I've  been 
here,  and  should  not  have 
been  by  her,  if  she  could 

have  avoided  it.  I've  never  been  to  church  yet,  nor 
probably  shall  not  be  soon.  I  stay  away  because  I  am 
conscious  I  should  not  know  how  to  behave  myself — 

"I  am  often  thinking  about  what  we  said  of  your 
coming  to  live  at  Springfield.  I  am  afraid  you  would  not 
be  satisfied.  There  is  a  great  deal  of  flourishing  about  in 
carriages  here;  which  it  would  be  your  doom  to  see 
without  shareing  in  it.  You  would  have  to  be  poor 
without  the  means  of  hiding  your  poverty.  Do  you 
believe  you  could  bear  that  patiently?  Whatever  woman 
may  cast  her  lot  with  mine  should  any  ever  do  so,  it  is  my 
intention  to  do  all  in  my  power  to  make  her  happy  and 
contented;  and  there,  is  nothing  I  can  immagine,  that 


with  the  deeply  humane,  human  characteristics  of  its 
Great  writer.  As  things  turned  out,  others  shared  our 
enthusiasm  for  this  unique  letter,  hence  when  the 
auctioneer's  hammer  banged  down,  we  had  to  fork 
over  a  record  $77,000.  But  when  you  think  of  what 
people  pay  for  paintings  these  days,  it's  very  little  for 
something  that  so  magnificently  portrays  America's 
pinnacle  President. 

Can  you  imagine  what  a  painting  by  Van  Gogh  of 
Lincoln  penning  this  letter  would  have  cost? 
00-4.-OO. 

would  make  me  more  unhappy  than  to  fail  in  the  effort.  I 
know  I  should  be  much  happier  with  you  than  the  way  I 
am,  provided  I  saw  no  signs  of  discontent  in  you. 

"What  you  have  said  to  me  may  have  been  in  jest,  or  I 
may  have  misunderstood  it.  If  so,  then  let  it  be  forgot- 
ten; if  otherwise,  I  much  wish  you  would  think  serious- 
ly before  you  decide.  For 
my  part  I  have  already  de- 
cided. What  I  have  said  I 
will  most  positively  abide 
by,  provided  you  wish  it. 
My  opinion  is  that  you  had 
better  not  do  it.  You  have 
not  been  accustomed  to 
hardship,  and  it  may  be 
more  severe  than  you  now 
immagine.  I  know  you  are  capable  of  thinking  correctly 
on  any  subject,  and  if  you  deliberate  maturely  upon 
this,  before  you  decide,  then  I  am  willing  to  abide  your 
decision. 

"You  must  write  me  a  good  long  letter  after  your  get 
this.  You  have  nothing  else  to  do,  and  though  it  might 
not  seem  interesting  to  you,  after  you  have  written  it,  it 
would  be  a  good  deal  of  company  to  me  in  this  'bussy 
wilderness.'  Tell  your  sister  I  dont  want  to  hear  any 
more  about  selling  out  and  moving.  That  gives  me  the 
hypo  whenever  I  think  of  it. 

Yours  &c 
Lincoln" 


MANY  GIVE  MUCH 

to  cover  their  tracks. 


COVER  IS  ESSENTIAL 

when  there's  nothing  there. 


BOOKS 


Flashing  on  the  Six- 
ties— photographs  by 
Lisa  Law  (Chronicle 
Books,  $14.95).  One 
hundred  sixty  gritty, 
good  snapshots  that 
convey  the  often 
spaced-out  Way  Outs 
ho  set  an  extraordinary  tempo  for  those  in  their  teens 
id  twenties  20  years  ago.  The  depictor  was  There  all  the 
ay.  Not  really  a  book  for  those  of  us  who  weren't. 


Radios,     The     Golden 

Age — by  Philip  Collins 
(Chronicle  Books,  $25). 
The  1930s-40s  was  the 
Rage  Age  when  colorful, 
sometimes  zany,  molded 
plastic  boxes  abounded. 
While  Hoover's  dream  of 
"A  car  in  every  garage  and  a  chicken  in  every  pot"  col- 
lapsed, there  was  a  radio  in  almost  every  room.  This  book 
is  for  the  ever-lessening  number  of  us  who  were  there  then. 
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TOSHIBA  PRODUCTS. 

In  today's  competitive  mar- 
ketplace, the  best-equipped  office 
can  be  summed  up  in  one  word 

Toshiba. 

The  breadth  of  our  solu- 
tions-oriented product  line 
uniquely  qualifies  us  to  serve 
every  business  need. 

From  copiers  and  printers 
to  portable  computers.  From 
disk  drives  to  facsimile  and 
telephone  systems. 

Each  is  improving  produc- 
tivity today.  Each  is  capable  of 
greater  flexibility  and  expand- 
ability tomorrow 

Which  in  the  long  run 
makes  even  the  hardest  job  that 
much  easier. 

TOSHIBA  PEOPLE. 

Work  with  Toshiba  office 
products,  and  you  get  a  com- 
Detitive  edge— the  people 
behind  them. 

Toshiba  people  are  spe- 
cialists, skilled  in  such  fields  as 
research  and  development, 
manufacturing,  national  dis- 
tribution and  full-service  sup- 
port. They  make  the  Toshiba 
difference. 

To  learn  more  about  any 
of  Toshibas  office  products,  call 
1-800-527-1557 

Then  talk  to  our  people. 
Along  with  our  products,  they 
can  make  any  business  relation- 
ship more  successful. 


In  Touch  with  Tomorrow 

TOSHIBA 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Undaunted 

John  B.  Connally  Jr.  and  his  wife, 
Nellie,  began  a  four-day  bankruptcy 
auction.  .  .  .  Mr.  Connally  said  he 
planned  to  begin  his  autobiography  in 
the  coming  year.  Asked  where  his  cur- 
rent problems  fit  into  that  saga,  he  did 
not  miss  a  beat.  "Probably  Chapter 
1 1,"  said  John  Connally. 

— New  York  Times 

The  Best  Vote 

For  the  last  six  years,  ever  since  the 
merger  with  Phibro,  Salomon's  execu- 
tives have  been  net  sellers  of  stock  in 
their  own  company.  But  on  Oct.  19,  as 
the  stock  market  spun  out  of  control, 
[CEO  John]  Gutfreund  bought 
100,000  shares  of  Salomon  stock. 
Since  then,  another  180  Salomon  em- 
ployees have  bought  1 .2  million  of  the 
company's  shares.  In  a  world  in  which 
money  talks,  the  message  is  clear. 

"That's  the  best  vote  you  can  get,  I 
think,"  Gutfreund  says. 

— New  York  Times  Magazine 

Great  Presidents 

It  [is]  an  article  of  faith  that  the 
people  who  ought  to  be  president  do 
not  get  elected,  or  even  run,  and  the 
nominating  process  is  to  blame 

Thirty-nine  men  have  become  pres- 
ident and  eight  of  them  can  reason- 
ably be  called  great  presidents:  Wash- 
ington, Jefferson,  Lincoln,  Theodore 
Roosevelt,  Wilson,  Franklin  Roose- 
velt,  Truman,    Eisenhower.    One    in 


five  is  a  fine  record.  Two  other  great 
men — John  Adams  and  William  How- 
ard Taft — were  quite  satisfactory,  if 
not  great,  presidents.  Two  other  great 
men,  Madison  and  Grant,  were  made 
presidents  and  did  not  do  well.  The 
greatest  president  had  one  of  the  least 
impressive  prepresidential  records: 
one  term  in  Congress,  one  failed  sena- 
torial campaign.  Why  are  great  men 
not  chosen?  They  frequently  have 
been.  Will  the  future  be  like  the  past? 
We  should  be  so  lucky. 

— George  F.  Will,  Newsweek 

Death  Knell 

You  know  what  would  end  Madon- 
na's career?  If  enough  parents  sudden- 
ly started  to  like  her. 

— Bill  Cosby,  Fatherhood 

New  Foreign  Policy 

"What  the  commission  proposes  in- 
stead of  a  nuclear  bluff  is  a  discrimi- 
nate response  that  is  not  suicidal," 
says  Albert  Wohlstetter,  chairman  of 
the  bipartisan  presidential  commis- 
sion to  recommend  a  U.S.  defense 
strategy  for  the  next  20  years. 

[Some  highlights  from  the  study:) 
The  U.S.  increasingly  should  be  pre- 
pared for  "low-intensity"  conflicts  in 
the  Third  World.  American  troops  will 
only  rarely  be  needed  for  these  bat- 
tles— as  in  Libya — but  U.S.  assistance 
and  training  for  friends  will  be  crucial. 
Congress,  in  particular,  should  stop 
earmarking  U.S.  security  aid  to  only  a 
few  countries  (like  Israel  and  Egypt), 
when  aid  could  help  U.S.  interests  in 
many  countries — for  example,  in 
fighting  the  communist  threat  to  de- 
mocracy in  the  Philippines. 

— Paul  Gigot,  Wall  Street  Journal 

Out  of  Fashion 

It  is  1987.  My  age  is  common  knowl- 
edge My  art  is  known  but  not  fashion- 
able. Today's  art  is  foreign  to  me.  The 
art — "Modern  "Contemporary, ' ' 

"20th  Century  Art,"  "Age  of  Anxiety 
Art" — with  which  the  rapidly  built 
museums  all  over  this  country  are 
being  filled  is  not  the  art  I  have  loved 
all  my  life.  I  seldom  see  exhibitions. 
Even  to  visit  the  National  Gallery  in 
London  or  our  Metropolitan  Museum 
lacks  the  old  exhilaration  and  excite- 
ment for  me.  It  is  like  reading  Karen- 


ina  for  the  tenth  time.  Perhaps  I  have] 
reached  the  point  of  oversaturation 
with  art.  All  this,  however,  does  not] 
stop  me  from  painting  and  drawing.1 
But  I  have  no  artist  friends  anymore  t(J 
share  these  thoughts  with.  This  situa-J 
tion  may  be  natural  at  my  age.  I  am] 
beginning  to  understand  the  loneli-j 
ness,  the  isolation,  the  irritability  oq 
old  Degas  and  old  Edward  Hopper. 
— Raphael  Soyer,  Art  &)  Antique^ 


Many  of  my  American 
friends  have  not  yet  become' 
accustomed  to  the  fact  that 
the  U.S.  is  now  the  largest 
debtor  nation  in  the  world. 

— H.  Onno  Ruding. 
Netherlands  finance  minister 


Sex  Object 

Women  whom  he  has  never  mejl 
"have  actually  confronted  [his  wife! 
Diandra,  saying,  'I'm  having  an  affaii 
with  Michael,'  "  Douglas  said  in  thd 
October  issue  of  Cosmopolitan  maga-j 
zine.  But  his  wife  of  ten  years  remains 
calm.  "To  me,  women  claiming  to  be 
intimate  with  Michael  are  no  differ] 
ent  from  women  who  run  up  to  you  id 
restaurants  and  shout,  'Darling!] 
when  you  haven't  the  vaguest  idea 
who  they  are,"  she  said.  "You  just! 
take  it  with  a  grain  of  salt,"  she  added, 
"Two  grains." 

— New  York  Post 

Royko  Right  On 

Sports  fans  believe  it  is  their  in- 
alienable right  to  bray  insults  about 
an  athlete's  parentage,  his  sexual  hab- 
its, or  to  pelt  him  with  snowballs, 
beer  cups  or  whatever  else  is  handy.  I 
happen  to  disagree. 

Some  years  ago  Gordie  Howe,  the 
great  hockey  player,  walked  out  of  the 
Chicago  Stadium  and  was  confronted 
by  a  young  man  who  shrieked  insults 
into  his  face.  Howe  gave  the  lad  a  brisk 
tap  on  the  nose.  The  young  man's 
mother  asked  me  to  write  about  this 
atrocity,  which  I  did.  I  suggested  that 
the  next  time  Howe  met  the  young 
man,  he  should  unscrew  his  head. 

There  was  the  time  a  lout  ap- 
proached Cub  star  Ron  Santo  after  a 
game.  Santo,  who  was  with  his  little 
boy,  listened  to  the  man's  insults. 
Then  he  punched  him.  The  lout  came 
to  my  office  and  demanded  that  I  criti- 
cize Santo.  I  did.  I  wrote  that  Santc 
should  be  ashamed  of  himself  for  not 
having  hospitalized  the  goof. 
— Mike  Royko,  New  York  Daily  Newi 
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"The  County  of  San  Diego  is 
igger  than  some  states. 

"But  the  way  its  new  Contel 
etwork  brings  people  together,  it 
ow  seems  more  like  a  small  town!' 


( 


The  4300  square  miles  of  the  County 
>f  San  Diego  have  just  become  easier 
o  manage. 

A  new  voice/data  network,  designed 
and  installed  by  Contel.  connects  more 
nan  12,000  lines  in  49  county  offices 
using  both  fiber  optics  and  microwave. 

There's  also  a  provision  for  video 
onferencing. 

Taxpayers,  however,  will  measure 
heir  Contel  network  another  way.  It's 
projected  to  save  them  tens  of  millions  of 
ollars  in  its  first  decade. 

Which  prows  that  while  good  com- 
nunications  can  shrink  time  and  distance, 
t  can  have  a  similar  effect  on  costs. 

To  learn  more  about  Contel,  write  to 
Contel  Corporate  Communications, 
O.  box  105194,  Atlanta,  GA 30348. 


id  (  1  trporaiion 


f  there  arerit  enough  people 
earning  these  skills, 


where  will  we  get 

the  people  to  learn  these? 


The  truth  is,  American  business  wont  have  much  of  a 
future  without  a  well-educated,  well-trained  work  force— and  Department 
ol  Labor  projections  are  not  reassuring. 

The  school  drop-out  rate  ma\  rise  above  50%  in  some  cities,  and  the 
number  oi  functional  illiterates  could  increase  to  more  than  23  million. 
\ll  at  a  time  when  entr\  level  jobs  will  demand  more  education,  better 
reading  ability  and  greater  technical  skills. 

Fortunately,  the  National  Uliance  of  Business  is  helping  to  stem  these 
dangerous  trends  h\  forging  partnerships  among  business,  education  and 
communit)  leaders.  Those  groups  then  create  programs  that  encourage 
young  people  tosta\  in  school.  The)  set  up  job  training  centers,  and  they 
form  desperateh  needed  ad\  isor\  councils. 

IBM,  along  with  other  corporations,  i>  proud  to  support  the  efforts  ol 
the  \  \\\.  Because  when  more  young  people  have  a  better  luture. 
business  lias  a  heller  luture.  too.  :==^=.  ss< 


In  I  im I  mil  mi  ire  about  the  NAB  and  how  you  and  vour  company  can  help,  write  to  the  National 
Uliance  of  Business,  1015  15th  Sl,  N.W,  Vfeshington.  D.C.  20005.  Or  call  (202)  1570040. 

■  ■  ■•      ■■■'■'■  Sources  NationaK,  lationanatne  US  Derailment  of  Education 


■'act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THIRD  WORLD  DEBTORS:  PLEASE  IGNORE  OUR  ADVICE 


The  Morgan  Bank  and  the  Treasury  Department  deserve 
*h  marks  for  that  imaginative  plan  to  help  Mexico 
luce  its  debt  burden.  Undoubtedly,  serious  consider- 
on  will  be  given  in  the  next  Administration  to  other 
bt-relief  proposals.  While  helpful,  however,  these 
lemes  are  secondary  answers. 

The  debts  of  these  countries  proportionately  are  no 
ger  than  those  of  the  U.S.  a  century  ago  or  of  Canada  and 
istralia  in  the  early  part  of  this  century. 
The  principal  problem  for  Third  World  debtors  is  their 
m  internal   economic   environments.    All   share   the 
mcipal   characteristics    of   being 
ertaxed  and  overregulated.  Their 
vernments    have    a    suffocating, 
tsized  influence  on  economic  ac- 
'ity.  Mexico's  maze  of  necessary 
rmissions  and  restrictions  is  leg- 
dary.  Brazil  is  rife  with  prohibitions,  exemptions  and 
ecial  incentives.  Some  progress  has  been  made — Mexi- 
has  adopted  the  General  Agreement  on  Tariffs  and 
ade — but  not  nearly  enough. 

Wrong  Recipients 

What  made  the  bank  lending  binge  of  the  1970s  and 
rly  1980s  so  destructive  was  that  so  much  of  the  money 
;nt  to  the  governmental  or  quasi-governmental  entities, 
lis  habit,  too  often  perpetuated,  exacerbated  all  those 
itist  tendencies  that  get  in  the  way  of  genuine,  free- 
arket  economic  growth. 

Why  wasn't  more  prudence  exercised?  Western  lenders 
:re  enticed  by  juicy  fees  for  putting  together  these  deals, 
:s  which  flowed  directly  to  the  bottom  line.  They  reas- 
red  each  other  that  "sovereign"  borrowers  would  not 
fault;  companies  can  disappear,  governments  don't. 
In  short,  free-market  discipline  was  short-circuited. 
When  the  game  came  to  a  crashing  halt  with  Mexico's 
lancial  collapse  in  1982,  the  situation  was  made  worse 
the  advice  proffered  by  U.S.  government  officials,  pri- 
te  banks,  the  World  Bank  and  especially  the  Intemation- 
Monetary  Fund. 
Their  prescription  for  a  debt  crisis  was  austerity.  The 


New  Debt  Relief  Policy 

U.S.,  by  Role  in  Mexican  Aid,  Acknowledges  . 
That  Part  of3d-World  Loans  Won 't  Be  Paid  i 


IMF  was  hooked  on  the  notion  that  a  country  needed  to 
generate  a  trade  surplus  to  dig  itself  out  of  the  debt  hole. 
Import  restrictions  were  sanctioned  in  pursuit  of  this.  The 
IMF  and  others  advocated  the  balancing  of  governmental 
budgets  even  if  it  meant  huge  increases  in  taxes.  The  free- 
market  parts  of  the  package  were  overwhelmed  by  the 
emphasis  on  belt-tightening.  Strapped  borrowers  were 
urged  to  follow  the  same  kind  of  destructive,  beggar-thy- 
neighbor  policies  that  bedeviled  nations  during  the  De- 
pression of  the  1930s. 
With  such  a  hostile  economic  environment,  many 
Third  World  countries  suffer  debili- 
tating bouts  of  capital  flight. 


Proper  Rx 


■  New  York  Times 


What  should  have  been  advocat- 
ed? The  principles  that  Germany 
and  Japan  followed  in  their  remarkable  emergence  from 
the  rubble  of  the  Second  World  War.  Or  that  South 
Korea,  Taiwan,  Singapore  and  Hong  Kong  have  pursued 
so  successfully. 

In  the  late  1940s,  against  Allied  advice,  the  new  West 
German  government  swept  away  rationing  and  virtually 
all  other  economic  controls.  The  currency  was  stabilized. 
Taxes,  then  at  confiscatory  wartime  levels,  were  reduced. 
Japan  enacted  a  wave  of  supply-side  tax  cuts  during  a 
recession  in  the  mid-1950s.  South  Korea's  rise  in  the  last 
25  years  from  abject  poverty  has  been  well  chronicled  here 
and  elsewhere. 

Japan's  legendary  bureaucracy  played  a  major  economic 
role,  but  the  guidance  was  benign  compared  to  what  is 
routine  now  in  Latin  America  and  Africa.  There  was 
considerably  more  of  what  we  call  free  enterprise. 

Two  years  ago,  Treasury  Secretary  James  Baker  put  forth 
a  plan  that  wisely  emphasized  economic  growth  as  a  way 
out  of  the  debt  bog.  Unfortunately,  pressure  was  never 
consistently  applied  to  debtors  to  adopt  sensible  free- 
market  policies.  The  chief  aim  should  have  been  tax  relief, 
even  if  such  reductions  resulted  in  budget  deficits.  Tax  cuts 
would  have  set  in  motion  economic  and  political  forces  that 
would  have  made  other  free-market  reforms  feasible. 
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THE  NEW  MERCEDES-BENZ  300  CE  COUPE: 

WITH  THE  FUNCTION  ALREADY  SO  ADVANCED,  THE  FORM 

WAS  FREE  TO  PURSUE  ABSOLUTE  BEAUTY. 


"he   new  300CE   encases  the  acclaimed   tech- 

lology   of  the   Mercedes-Benz   300   Class   in   a 

imited- production    four-place 

porting    coupe    so    pro-      f& 

;ressive  that  to  compare 

•     with     conventional 

porting    coupes    is    to 

ompare  the  postmodern  with  the  baroque. 

The  300 CE  looks  more  like  a  single  block 
f  molten  steel  shaped  by  the  flow  of  the  wind 
han  a  man-made  styling  exercise.  It  is  free  of 
rtifice— a  statement  of  esthetic  and  aerodynamic 
iurity  destined  to  remain  valid  not  just  for  the 
988  model  year  but  for  decades. 

Its  visual  promise  of  refined  high  perfor- 
aance  is  not  misleading.  Powered  by  the  elec- 
ronically  monitored  six-cylinder,  three-liter 
flercedes-Benz  M 103  engine,  the  300 CE  is 
wesomely  fast— both  in  the  American  sense  of 
esponsive  pickup  (zero  to  55  in  6.8  seconds)  and 
n  the  European  sense  of  exalted  cruising  speed 
terminal  test-track  velocity,  137  mph). 

Its  driving  reflexes  are  those  of  an  ad- 
anced  sports  car,  yet  its  deportment  is  unruffled, 
ven  in  extremes.  Credit  multilink  independent 
ear  suspension,  conceptually  a  generation 
head  of  most  current  production  systems.  The 
iOOCE's  air  of  granite  solidity  is  no  styling  illu- 
ion;  its  bodv  structure  meets  Mercedes-Benz 
edan   rigidity  standards. 


That  taut  coupe  shape  encloses  generous  space 
and  sublime  comfort  for  four  adults,  each  cradled 

in  his  or  her  individual  leather-uphol- 
stered seat.  A  unique  system 
automatically  serves  the 
driver  and  co-driver 
their  seat  belts  every 
time  the  engine  is 
started.  ABS  anti-lock  braking  and  the  SRS 
supplemental  restraint  system,  with  drivers-side 
air  bag,  exemplify  Mercedes-Benz  leadership  in 
both  active  and  passive  safety  engineering. 

The  experience  of  owning  the  300  CE 
promises  to  be  as  gratifying  as  the  experience  of 
driving  it.  Mercedes-Benz  service  quality  is 
second  to  none.  So  firm  is  ownership  satisfaction 
that  Mercedes-Benz  owner  loyalty— the  willing- 
ness to  buy  the  same  make  again— leads  the 
industry.  And  the  coup  de  resistance:  regardless 
of  age,  Mercedes-Benz  automobiles  as  a  line  have 
led  all  makes  sold  in  America  in  percentage  of 
original  value  retained. 

Test-drive  the  300 CE  Coupe  soon.  It  is 
arguably  the  most  beautiful  example  of  Mercedes- 
Benz  engineering  leadership  ever  devised. 


Engineered  like  no  other  car  in  the  world 


1988  Mercedes-Benz  of  N.A..  Inc..  Montvale,  NJ. 


20  MINUTES 
EVERY  OTHER  DAY 

10 101 M  FITNESS 


ONLY  THE  SCHWINN  AIR-DYNE 
EXERCISES  BOTH  UPPER  AND 
LOWER  BODY  SIMULTANEOUSLY 
OR  SEPARATELY 

Ordinary  stationary  bicycles 
can't  do  what  the  Schwinn  Air-Dyne 
does  so  well:  provide  upper  as  well  as 
lower  body  exercise.  You  can  use  the 
unique  moving  hand  levers  to  tone 
and  build  arm,  shoulder,  back  and 
stomach  muscles.  Use  just  the  pedals 
to  exercise  your  legs,  thighs  and  hips. 
Or  use  both  together  to  enjoy  the 
benefits  of  a  total  workout  un- 
matched for  efficiency. 


TOTAL  BODY  INVOLVEMENT 
ADDS  TO  CARDIOVASCULAR 
BENEFITS 

Research  proves  that  the 
cardiovascular  benefits  of 
exercise  are  enhanced 
when  the  entire  body  is 
involved.  The  Schwinn 
Air-Dyne  is  designed  to  prov 
total  body  exercise.  Even  a 
moderate  effort,  performed 
on  a  consistent  basis,  can 
help  you  achieve  the  sense 
of  well-being  associated 
with  cardiovascular 
fitness. 

MEASURE 
YOUR  WORKLOAD, 
MONITOR  YOUR 
PROGRESS 

Schwinn's  Air- 
Dyne  is  a  precision 
ergometer.  A  built-in 
digital  timer  and 
workload  indicator 
enable  you  to  measure 
your  performance 
in  a  given  time. 
These  instruments 
can  help  you  avoid 
overexertion  at 
the  start,  and 
measure  your  im- 
provement on  a 
continuing  basis. 


THE  EFFICIENT  WAY  TO 
TOTAL  FITNESS 

Because  the  Schwinn 
Air-Dyne  is  so  effi- 
cient, virtually 
^j&  j  anyone  can 
^       /  spare  the  time  it 
takes  to  achieve 
and  maintain 
total  fitness. 
Twenty  min- 
utes of  actu- 
al workout 
time  every 
other  day  is 
all  it  takes.  You  can 
work  out  as  much  as  you  like,  in 
the  convenience  of  your  own  home, 
whatever  the  weather. 

BACKED  BY  SCHWINN'S  "NO- 
TIME- LIMIT"  WARRANTY 

The  Air-Dyne  is  backed  by  the 
famous  Schwinn  "No-Time-Limit" 
warranty.  Details  available  at 
your  Schwinn  dealer. 

FULLY  ASSEMBLED  AND 
READY  TO  RIDE  AT 
YOUR  SCHWINN  DEALER, 
LISTED  IN  THE  YELLOW 
PAGES  UNDER  "BICYCLES/ 

CALL  TOLL-FREE 
1-800-228-2220 


SCHWINN  Air-Dyne 

The  ultimate  fitness  machine 


C  19b."  Excelsior  Fitness  Equipment  Co     US  patent  4.188.030 

For  free  brochure,  write  Excels!     I  itness  Equipment  Co.,  217  N.Jefferson  St .  Chicago,  ll.  60606  •  \  Schwinn  Company 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


NOT  SO  BAD  NEWS  ON  FEDERAL  JOBS 


Only  some 

civil  service 

jobs  grew 


Federal  civilian  employment  rose  by  7%  between  1977  and  1987,  a 
recent  Congressional  Budget  Office  study  shows. 

Civilian  employment  at  the  Department  of  Defense  as  1987  ended  hit 
1.084  million,  up  nearly  9%  on  1977.  Most  of  the  increase  came  after 
1982,  in  line  with  the  Reagan  Administration's  defense  buildup.  (In  the 
same  period  personnel  on  active  duty,  not  part  of  the  survey,  increased 
just  4.4%,  to  nearly  2.2  million.) 

That's  bad?  Look  at  the  U.S.  Postal  Service,  where  1987  employment  of 
811,000  was  up  23%  on  i977  levels— up  4%  on  1986  alone. 

But  now  indulge  in  a  little  honest  and  legitimate  statistical  juggling. 

Leave  aside  these  two  departments — the  largest  federal  employers  of 
civilians — and  the  CBO  analysis  shows  that  the  rest  of  the  federal 
civilian  payroll  declined  3.5%  in  that  period. 


Some  cuts 
look  better 
than  others 


Despite  the  trade  deficit,  employment  at  State  and  Commerce  has 
shrunk.  That  seems  odd.  Cuts  at  Housing  &.  Urban  Development 
(fewer  programs)  and  Transportation  (deregulation)  do  not.  Cuts  at 
Interior  and  Agriculture  (despite  rises  in  farm  subsidies)  look  virtuous. 

But  Energy  and  Education  ramble  on  not  significantly  smaller  than 
when  they  began  in  1978  and  1980,  respectively.  Ronald  Reagan, 
campaigning  in  1980,  argued  that  both  should  disappear. 

And  there  are  more  jobs  at  Treasury  (IRS  agents  added  to  raise  tax 
dollars)  and  Justice  (to  catch  white-collar  criminals).  The  Veterans 
Administration  (maybe  to  be  elevated  to  a  full  cabinet  department?) 
says  its  job  count  is  up  partly  because  there  are  more  vets,  more 
importantly  because  many  vets  have  moved  to  the  Sunbelt  and  it's 
hard  to  close  offices  and  hospitals  in  the  Rustbelt. 


Heavens!  Some 

bureaucrats  are 

more  efficient 


On  the  basis  of  factors  spelled  out  in  a  328-page  book,  the  Bureau  of 
Labor  Statistics  says  there  has  been  a  1 .4%  average  annual  growth  in 
labor  productivity  in  federal  civilian  jobs  in  the  period,  against  0.7% 
average  productivity  gain  for  private  service-sector  jobs. 

Mostly  it's  the  result  of  automation  stripping  out  clerical  jobs — for 
example,  at  Social  Security  and  at  the  BLS  itself.  But  there's  a  less 
positive  implication:  Weeding  out  these  jobs  raises  the  average  grade  of 
those  remaining,  which  means  higher  average  pay.  So  fewer  jobs 
doesn't  necessarily  mean  proportionately  fewer  payroll  dollars  spent. 

The  Congressional  Budget  Office  reported  productivity  duds  by  func- 
tion, not  department,  "to  avoid  disclosure"  (translation:  embarrass- 
ment). The  duds:  government  procurement  (productivity  down  1.1% 
on  average,  with  the  worst  department  down  7%);  personnel  manage- 
ment (down  0.9%  average,  6.3%  worst  department);  supply  and  inven- 
tory control  (down  2.3%  average,  and  7.2%  worst  department). 

Stand  by  for  a  normal  and  acceptable  jump  in  federal  civilian  employ- 
ment this  year.  Preparations  are  under  way  for  the  1990  census. 
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The  Forbes  Index 


Forbes  Index 
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•preliminary     trevised 


The  economy  is  not  dead  in  its  tracks.  The  preliminary 
report  on  the  U.S.  gross  national  product  shows  economic 
growth  at  an  inflation-adjusted  4.2%  rate  for  the  fourth 
quarter  and  a  2.9%  rate  for  all  of  1987.  Manufacturers' 
new  orders  shot  up  6.7%  in  December.  Personal  income 
rose  1.1%  in  December. 

But  some  economic  caution  lights  are  glowing.  The 


Consumer  Price  Index  rose  4.4%  in  1987,  vs.  1.1%  in 
1986.  Housing  starts  were  25.4%  lower  in  December  1987 
than  in  December  1986.  This  comes  despite  a  0.4-percent- 
age-point  decline  over  the  12  months  in  average  mortgage 
rates.  Unemployment  levels  are  at  their  lowest  in  years, 
but  the  trailing-six-month  total  of  new  unemployment 
filings  was  up  0.5%  from  November  to  December. 


The  Forbes  Index  Components 


The  Forbes  hide*  is  a  measure  i>l  us  economic  activity 
composed  ol  eight  equally  weighted  elements  Total  in- 
dustrial production,  new  claims  lor  unemployment  com 
pensation,  the  tost  ol  services  relative  to  .ill  eonsumei 
prices    the  level  ot  new  orders  tor  durable  goods  aim 

pared  with  manufacturers'  inventories,  total  tetail  sales 
new  housing  starts  personal  income,  total  consumer 
installment  credit 

lo  measure  these  eight  elements  hikbis  monitors  ten 
t  U  S  government  data  The  last  14  months  data 
for  each  senes  .ire  presented  at  right 
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They  all 
inned  their  hopes 

ON  PEACE. 


ley  were  all  fighters. 

The  conservatives  fought  with 
b  liberals.  The  Democrats  fought 
th  the  Republicans.  The  Bull  Moosers 
jght  with  everybody. 

They  fought  for  different  policies, 
t  for  the  same  principles.  For  freedom, 
id  the  freedom  to  live  in  peace. 


Americans  are  still  fighting 
for  those  principles  today. 
And  working  for  them  too. 
That's  why  every  day  more  than 
100,000  Americans  work  at  General 
Dynamics  to  supply  America's  fighting 
men  and  women  with  the  best  weapon 
systems  in  the  world. 

They  are  working  for  peace.  And 
for  peace  of  mind. 


NERAL  DYNAMIl 

A  Strong  Company  For  A  Strong  Country 


iCW&re  either  workaholics... 

...or  were  missing  something^ 


Your  sales  force  is  working  harder  and  harder 
to  give  you  more  and  more  information.  Yet  it's  not 
getting  you  where  you  want  to  go.  How  come? 

New  business  is  increasing.  But  you're  not 
growing.  Why? 

For  sales  intensive  businesses,  one  thing 
could  be  missing.  A  system  that  puts  customer - 
service  information  where  it  needs  to  go,  directly 
in  the  hands  of  customers,  so  your  salespeople 
have  more  time  to  do  the  job  of  selling. 

At  AT&T  this  is  called  advanced  telemarketing. 

It  can  help  you  create  a  total  information 
management  system,  so  you  can  collect  and 
utilize  sales  and  service  information  from  your 
whole  company 

Yoti  can  check  trends,  what's  selling,  who's 
buying,  who  isn't,  and  more  importantly,  why  not. 
You  can  isolate  a  product  or  service  problem  and 
correct  it  before  it  shows  in  your  sales  figures 

With  AT&T  advanced  telemarketing,  you  can 
set  up  a  system  to  do  all  this  and  more.  Our  con- 
sultants have  the  expertise  to  custom  design  a 
hill  range  of  AT&T  services  and  equipment  to 
help  you  get  where  you  want  to  go. 

We  can  help  you  set  up  a  new  system  or 
upgrade  the  one  you  already  have. 

Find  out  how. 

If  your  sales  force  is  working  harder  and 
harder  and  spending  less  time  w  ith  their  cus- 


tomers, call  your  AT&T  account  executive  on 
of  our  sales  representatives  at  1  800  222-04(j 

From  equipment  to  networking,  from 
computers  to  communications,  AT&T  is  the 
right  choice. 
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Forbes 


How  will  Rupert  Murdoch  profit  from  his 
investment  in  the  Financial  Times? 

Watch  out, 

Dow  Jones! 

Here  comes 

Rupert  Murdoch 


By  Allan  Dodds  Frank 
and  Richard  C.  Montis 


K.>Hcr  RtvMiint-i 


News  Corp  s  A  Rupert  Murdoch 

"You  can't  ignore  your  largest  shareholder. 


M 


Publisher  Rupert  Murdoch  tells 
Forbes  he  admires  the  Wall  Street  Jour- 
nal, and  adds:  "Everybody  responds  to 
competition  by  improving." 

Murdoch  has  plans  in  that  direc- 
tion. Since  September  Murdoch's 
News  Corp.  has  spent  $650  million  to 
accumulate  20.4%  of  the  stock  in 
Britain's  Pearson  Pic,  the  old-line 
conglomerate  whose  cornerstone  is 
the  daily  Financial  Times.  Net  of  Pear- 
son's skimpy  dividend,  the  invest- 
ment is  costing  News  Corp.  around 
£20  million  a  year  in  interest  pay- 
ments to  carry,  but  so  what?  Murdoch 
is  itching  to  use  the  Financial  Times  to 
bite  off  a  piece  of  the  lucrative  market 
overwhelmingly  dominated  by  the 
Wall  Street  Journal  and  its  parent,  Dow 
Jones  &  Co.  Says  Murdoch:  "The  Fi- 
nancial Times  and  the  Wall  Street  Jour- 
nal, two  great  competing  newspapers, 
deal  in  information  of  great  value  to 
people  all  over  the  world.  I  'SA  Today  is 
never  going  to  be  a  world  newspaper, 
although  they  think  they  are.  I  don't 
think  Dow  Jones  can  be  had.  They'll 
be  there  forever.  But  I  think  there's 
room  for  more  than  one." 

In  the  Financial  Times,  Rupert  Mur- 
doch sees  a  valuable  franchise  that 
has  long  been  hobbled  by  its  unions, 
undermarketed  by  its  managers,  its 
energies  and  capital  dissipated  in  mis- 
cellaneous investments  that  Pear- 
son's aristocratic  family  stockhold- 
ers— the  Cowdrays — have  stuffed  into 
the  company  over  the  decades.  For 
example,  Pearson  owns  Royal  Doul- 
ton  china,  Madame  Tussaud's  wax 
museum,  oil-related  companies,  mi- 
nority stakes  in  Yorkshire  Television, 
British  Satellite  Broadcasting  and  the 
investment  house  of  Lazard  Freres, 
and  54%  of  Chateau  Latour,  a  Bor- 
deaux vineyard  now  run  by  family 
member  Alan  Hare. 

Compare  this  grab-bag  approach 
with  the  disciplined  policy  pursued 
by  Dow  Jones,  which  focuses  its  re- 
sources on  business  information 
through  the  Wall  Street  Journal  and 
Telerate,  Inc.,  the  rapidly  growing  fi-* 
nancial  information  network  in 
which  Dow  Jones  has  invested  $720 
million  and  of  which  it  owns  56%. 

Rupert  Murdoch  clearly  isn't  into 
Pearson  for  a  fast  turn  at  greenmail: 
British  laws  all  but  prohibit  compa- 
nies   from    repurchasing    their   own 
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Pearson 
Happy 


stock  shares. 

Nor  would  Britain's  anti- 
trust agencies  likely  allow 
Murdoch  to  boost  his  Pear- 
son stake  above  25%,  or 
come  close  to  having  a  real 
controlling  interest.  Says 
Murdoch:  "If  we  sold  every- 
thing we  have — the  Times  of 
London,  the  Times  on  Sunday, 
the  Sun  and  the  News  of  the 
World — then  I  think  we 
would  be  allowed  to  [take 
over  Pearson],  but  we  have 
no  intention  of  doing  that." 

How,  then,  does  Murdoch 
intend  to  profit  from  his 
$650  million  investment  in 
Pearson?  Through  joint  ven- 
tures between  Murdoch  and 
the  Financial  Times.  Murdoch 
has  demonstrated  that  he 
knows  how  to  play  the  U.S. 
market,  while  the  Financial 
Times  has  not. 

"I  don't  know  how  we 
would   work   it    out,"    says 

Murdoch.  "It  could  be  very     

similar  to  what  we  have  with  Ha- 
chette's  Elle  magazine.  We've  adopted 
[for  the  U.S.  market)  their  style  of 
magazine  and  editorial  approach  to  it 
all,  but  we  run  the  business.  It's  a  50- 
50  partnership.  We're  very  happy  to  go 
into  partnership  with  people  and  help 
them  market  their  products." 

As  the  Financial  Times  celebrates  its 
centenary  on  Feb.  13,  the  salmon- 
pink  business  daily's  circulation  of 
307,000  is  at  a  record  high,  up  from 
204,000  in  1982.  But  look  at  the  distri- 
bution of  that  circulation:  The  FT  sells 
about  230,000  copies  in  the  U.K., 
55,000  on  the  Continent — but  a  pid- 
dling 17,500  in  the  U.S.  and  a  minus- 
cule 4,500  in  Asia.  Compare  this  with 
the  Wall  Street  Journal's  2-million-plus 
copies  in  the  U.S.  and  35,000  for  the 
special  Asian  edition.  Murdoch  be- 
lieves the  FT  could,  in  a  few  years,  sell 
200,000  copies  daily  in  the  U.S.  That 
would  be  small  compared  with  the 
Journal,  but  it  could  well  cream  off 
some  of  the  Journal's  more  sophisti- 
cated readership. 

Would  Murdoch  add  more  U.S.  ma- 
terial for  an  American  edition  of  the 
FT1.  His  answer:  "Absolutely." 

Murdoch's  ambitions  for  the  FT  are 
not  entirely  shared  by  the  newspa- 
per's rather  conservative  manage- 
ment. Frank  Barlow,  Pearson's  chief 
executive  of  newspapers,  says:  "Peo- 
ple will  say  I  am  unambitious,  but  I 
think  I'm  a  realist.  I  don't  believe  in  a 
global  newspaper.  I  don't  think  the 
Wall  Street  Journal  is  going  to  outsell 
the  FT  in  Europe.  Each  paper  will  have 
its  core  territory,  while  having  same- 


chairman,  Lord  Blakenham 
with  things  as  they  are. 


day  delivery  in  the  other's  territory." 
Barlow,  57,  estimates  that  the  FT's  top 
U.S.  circulation  can  climb  to  the 
50,000  mark. 

More  than  just  newspapering  is  at 
stake  here.  Like  the  Wall  Street  Journal, 
the  Financial  Times  is  not  simply  a 
newspaper  but  a  dense  compendium 
of  data  that  can  be  printed — or  distrib- 
uted electronically  across  telephone 
lines,  bounced  off  satellites  and  deliv- 
ered to  home  or  office  on  computer 
screens.  Dow  Jones'  Telerate  now  has 
55,000  video  terminals  worldwide, 
distributing  data  electronically.  Last 
year's  sales  hit  $336  million,  up  from 
$232  million  in  1986. 

The  FT's  current  management  is 
skeptical  about  expanding  into  elec- 
tronic information  too  rapidly.  War- 
burg Securities  media  analyst  Mi- 
chael Murphy  figures  that  the  Finan- 
cial Times  Business  Information 
sector  contributed  only  $5  million  to 
Pearson's  $250  million  estimated 
1987  pretax  profits. 

But  Rupert  Murdoch  is  already  a 
player  in  electronic  financial  informa- 
tion services.  His  News  Corp.  owns 
nearly  7%  voting  rights  of  Reuters 
Holdings  Pic,  Telerate's  toughest 
competitor.  Murdoch  sits  on  Reuters' 
board.  Now  wouldn't  that  make  a 
lovely  joint  venture,  the  Financial 
Times'  data  and  Reuters'  state-of-the- 
art  electronic  data  delivery  systems? 

Book  publishing  is  another  fertile 
field  for  joint  ventures  between 
Murdoch  and  Pearson.  The  latter's 
lucrative  book  publishing  properties 
include  Viking,   Penguin,   Longman 


and  New  American  Library. 
Together  they  could  be 
worth  $800  million.  Mur- 
doch already  owns  44%  of 
the  voting  rights  of  Collins 
&  Sons  and  the  controlling 
interest  in  Harper  &  Row. 
Lots  of  partnership  poten- 
tial there. 

Can  Murdoch  work  his 
will  on  the  clearly  reluctant 
Pearson  management?  In 
theory,  the  Cowdray  family 
controls  20%  of  Pearson's 
stock.  But  those  shares  are 
spread  among  some  80  rela- 
tives; in  a  showdown,  more 
than  one  of  these  would 
probably  side  with  Murdoch. 
It  is  also  strongly  rumored 
that  Michel  David-Weill — 
the  principal  individual  part- 
ner in  Lazard's  London,  Paris 
and  New  York  operations — 
would  like  to  disentangle  La- 
zard  from  Pearson.  David- 
Weill    and    associates    own 

10%  of  Pearson.  On  another 

front,  Economist  Newspapers  Chair- 
man Evelyn  de  Rothschild  has  report- 
edly tried  to  buy  out  Pearson's  50%  of 
The  Economist  magazine.  Murdoch 
might  well  convert  David-Weill  and 
Rothschild  to  allies. 

For  now,  Pearson  is  acting  as  if 
Murdoch  were  not  even  around.  It  has 
even  begun  to  show  some  unaccus- 
tomed aggressiveness.  Last  June  it 
sold  the  FT's  Bracken  House  head- 
quarters to  Japan's  Ohbayashi  group 
for  an  astounding  $255  million.  It 
bought  a  25%  interest  in  a  new  Cana- 
dian daily,  the  Financial  Post,  and  is 
awaiting  French  government  approval 
of  a  $157  million  purchase  of  Les 
Echos,  a  financial  daily  published  in 
Paris.  Pearson  is  also  negotiating  a 
50%  purchase  of  Robert  Holmes  a 
Court's  Australian  Financial  Review 
and  a  small  New  Zealand  paper.  With 
earnings  per  share  compounding  at 
more  than  20%  since  1982,  Pearson's 
Chairman  Lord  Blakenham  says  he  is 
satisfied  with  things  as  they  are.  "We 
are  delivering  short  term  while  plan- 
ning long  term,"  Blakenham  insists. 

Pearson's  management  would  pre- 
fer to  have  Murdoch  go  away  and  to 
leave  the  U.S.  to  Dow  Jones.  Mur- 
doch, in  contrast,  is  lusting  for  a  piece 
of  one  of  the  world's  most  coveted 
newspaper  and  financial  information 
franchises.  Pearson  management  has 
yet  to  discuss  joint  ventures  with 
Murdoch,  let  alone  offer  him  a  seat  on 
its  13-member  board.  But  Murdoch 
knows  he  is  in  a  strong  position.  "You 
can't  ignore  your  largest  share- 
holder," he  says.  "It's  not  possible."  ■ 
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The  graying  of  America  and  shrewd  mar- 
keting have  made  the  American  Associa- 
tion of  Retired  Persons  a  money  machine. 
But  its  militance  may  run  into  a  backlash. 

Empire  builders 


By  Richard  Phakm 


T|  he  American  Association  of 
Retired  Persons  likes  to  paint  a 
soft-color  portrait  of  itself  "mak- 
ing a  difference  in  people's  lives."  The 
reality  is  considerably  more  hard- 
edge.  AARP,  which  is  adding  new 
members  to  its  rolls  at  the  rate  of 
about  8,000  a  day,  is  a  well-oiled  mon- 
ey and  propaganda  machine  with  28 
million  members. 

On  Capitol  Hill,  AARP  lobbyists 
are  helping  to  push  through  a  House- 
Senate  conference  a  catastrophic 
health  insurance  bill  that  will  certain- 
ly have  a  major  impact  on  the  big 
budget  issue  of  Medicare  spending. 
They  are  the  same  operatives  who 
helped  beat  off  Reagan  Administra- 
tion efforts  to  limit  Social  Security 
and  other  benefits  for  the  aged. 


In  Iowa  and  New  Hampshire, 
AARP  staffers  and  volunteers  have 
been  laboring  since  last  year  to  shape 
the  debate  and  vote  in  this  month's 
presidential  primaries.  Candidates 
who  aren't  right  on  benefits  for  the 
aged  need  not  apply. 

AARP,  now  the  U.S.'  second-big- 
gest affinity  group  (after  the  triple- A 
automobile  clubs),  is  the  great  benefi- 
ciary of  the  graying  of  America.  De- 
mographics alone  would  have  given 
the  Washington,  D.C.  group,  founded 
30  years  ago  "to  aid  the  aged  in  their 
needs,"  plenty  of  room  to  grow.  A 
decade  of  single-minded  management 
and  shrewd  marketing,  though,  has 
turned  AARP  into  a  major  political 
and  economic  force. 

Its  low-cost  health  insurance,  of 
course,  and  a  grab  bag  of  other  entice- 
ments are  among  the  most  powerful 


inducements  to  potential  members. 
The  tangible  benefits  include  access 
to  a  group  of  AARP-brand  no-load  mu- 
tual funds,  as  well  as  discounts  on 
drugs,  automobiles  and  hotel  rooms. 
Thanks  to  the  saturation  direct-mail 
sales  effort  that  has  become  an  AARP 
hallmark,  an  ever-expanding  mem- 
bership shelled  out  $1.3  billion  in 
health  insurance  premiums  back  in 
1986,  the  most  recent  year  for  which 
Forbes  could  get  numbers.  That  fig- 
ure is  more  than  three  times  the  $410 
million  that  sluiced  into  the  AARP 
Insurance  Trust  just  three  years 
earlier. 

The  numbers  on  the  AARP  mutual 
funds  are  big  time,  too.  The  seven 
funds  in  the  group  are  now  approach- 
ing $4  billion  in  assets.  The  package 
makes  AARP  a  major  player  in  finan- 
cial services,  but  basically  just  as  an 
intermediary. 

Except  for  the  bimonthly  magazine 
Modern  Maturity,  which  brought  in  an 
estimated  $40  million  in  advertising 
revenue  last  year,  AARP  sells  none  of 
its  major  services  directly  to  mem- 
bers. Prudential  underwrites  the 
health  insurance;  Hartford  handles 
homeowners  and  auto  coverage;  Scud- 
der,  Stevens  &.  Clark  manages  the 
mutual  funds;  other  contractors  ar- 
range the  discount  drug  and  travel 
services. 

AARP,  though,  gets  a  piece  of  the 
action.  It  receives  about  4%  of  the 
Prudential  premiums,  for  example, 
plus  the  float  on  premiums  as  they  are 
remitted  to  the  carrier.  It  shares  in 
the  AARP/Scudder  fund  management 
fees,  and  picks  up  royalties  on  the  drug- 
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soft  colors,  a  hard  edge. 
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and  travel-related  services  as  well. 

Since  AARP's  very  low  annual  dues 
of  $5  a  head  are  basically  promotional, 
the  override  on  services  bought  by 
members  has  become  an  increasingly 
important  chunk  of  revenues — 39% 
of  $188  million  total  income  in  1986. 
AARP  has  turned  a  solid  surplus  of  $5 
million  or  more  in  every  year  since 
1983,  and  at  the  beginning  of  last  year 
the  association  was  sitting  on  about 
$30  million  in  cash. 

Run  by  a  professional  staff  that  re- 
ports to  an  elected  board  of  21  volun- 
teers and  an  unpaid  chairman,  the  or- 
ganization uses  much  of  the  money  it 
takes  in  to  increase  its  political  clout. 
There  have  been  major  increases  over 
the  last  several  years  on  items  like 
public  relations  ($5.6  million  in  1986, 
vs.  $242,000  in  1983)  and  lobbying 
($8.8  million,  vs.  $4.2  million),  all 
aimed  at  getting  more  for  the  elder- 
ly— at  the  expense  of  everyone  else. 

AARP's  successes  on  the  Hill  have 
been  paired  with  a  whole  series  of 
new  departures,  including  its  ambi- 
tious program  to  get  issues  like  health 
care  and  pension  rights  for  the  elderly 
on  the  agenda  in  all  of  the  early  presi- 
dential primary  states. 

Increasingly,  the  people  who  run 
AARP  are  flexing  their  muscles.  In  its 
fight  for  the  catastrophic  health  insur- 
ance bill,  for  example,  AARP  did  not 
hesitate  to  take  on  the  pharmaceuti- 
cal industry  over  the  question  of 
Medicare  reimbursement  on  drug  ex- 
penditures. "The  drug  industry  would 
like  older  Americans  to  swallow  its 
very  expensive  medicine,"  the  Asso- 
ciation chivied  in  a  series  of  national 
newspaper  advertisements. 

AARP  is  also  pushing  its  guidon 
deeper  into  the  courts.  In  the  past  the 
group  has  generally  filed  "friend  of  the 
court"  briefs  on  trial  issues  in  which 
it  was  interested  and  let  other  inter- 
ested parties  carry  the  action.  Recent- 
ly, though,  it  moved  directly  against 
Du  Pont  in  a  pension  rights  case,  as  it 
had  earlier  against  the  Equal  Employ- 
ment Opportunity  Commission. 

AARP  hints  there  is  more  of  this  to 
come.  Flush  with  funds,  it  is  clearly  in 
search  of  issues. 

But  it  is  by  no  means  clear  that  all 
of  AARP's  members  share  in  this  ex- 
pansive view  of  the  group's  charter. 
That  point  was  driven  home  late  last 
month,  when  Jack  Carlson,  who, 
among  other  governmental  posts, 
held  down  the  job  of  chief  economist 
in  the  Office  of  Management  &  Bud- 
get in  the  Nixon  Administration,  was 
summarily  cashiered  as  executive  di- 
rector of  AARP.  He  had  been  in  the 
job  for  only  15  weeks.  Among  the 
philosophical  differences  that  appar- 


Shaking  the  benefit  tree 


Direct  mail  solicitations  from 
AARP  plug  the  "valuable  ben- 
efits" open  to  members.  Just  how 
valuable  are  the  health  insurance 
coverage  and  mutual  fund  manage- 
ment AARP  offers?  The  short  an- 
swer: serviceable  enough,  but 
nothing  to  write  home  about. 

The  group's  basic  health  plan  is  a 
straight  indemnity  policy  that,  for 
premiums  of  $10  to  $20  a  month, 
offers  hospital  payments  of  $30  to 
$320  a  day,  up  to  a  maximum  of 
371  days.  It  suffers  from  the  defects 
of  all  indemnity  plans — notably, 
fixed  dollar  benefits  that  do  not 
protect  against  the  runaway  infla- 
tion in  health  care  costs,  and  there 
is  no  protection  against  burden- 


some medical  bills  that  do  not  en- 
tail hospitalization.  Part  of  the 
marketing  strategy  involves  up- 
grading indemnity  buyers  into 
more  inclusive — and  more  expen- 
sive— -coverage. 

As  to  the  AARP  brand  mutual 
funds,  all  but  one  of  its  seven  funds 
last  year  showed  significantly 
higher  expense  ratios  than  the 
comparable  Scudder  brand  funds 
sold  to  outsiders  by  the  same  in- 
vestment manager,  Scudder,  Ste- 
vens &  Clark.  The  higher  costs 
seem  to  be  partly  a  function  of  size 
(Scudder  funds  generally  have  big- 
ger asset  bases  over  which  to 
spread  expenses),  but  they  exert  a 
definite  pressure  on  results. — R.P. 


ently  led  executive  committee  mem- 
bers to  show  Carlson  the  door  was  his 
insistence  that  AARP  rely  more 
heavily  on  dues  and  less  on  commer- 
cial fees  to  finance  its  work. 

The  imbroglio  left  AARP  in  disar- 
ray. Behind  Carlson's  departure  lies 
an  issue  that  is  just  beginning  to  take 
shape  on  Capitol  Hill.  Members  of  the 
powerful  House  Ways  &  Means  Com- 


mittee, always  on  the  prowl  for  new 
sources  of  tax  revenue,  have  begun  to 
look  with  questioning  eyes  at  non- 
profit organizations  like  AARP, 
which  benefit  from  what  in  effect  is 
business  income.  As  one  of  the  most 
visible  nonprofit  organizations 
around,  AARP  may  well  soon  collide 
with  a  social  issue  which  it  would  just 
as  soon  not  have  to  bargain  with.  ■ 


Charles  Lazarus'  Toys  "R"  Us  is  one  of 
retailing  s  biggest  successes.  The  question 
is:  Can  he  keep  it  up? 

Will  Toys 
"B"  great? 


By  Subrata  N.  Chakravarty 

Helen  Singer  Kaplan,  the  not- 
ed psychiatrist  and  specialist 
in  human  sexuality,  believes 
her  husband  suffers  from  an  edifice 
complex.  Her  husband,  Toys  "R"  Us 
founder  and  Chairman  Charles  Laza- 
rus, does  not  disagree.  "I  like  to  have 
an  expanding  kind  of  business,"  Laza- 
rus admits.  "I  like  opening  stores." 
So  do  a  lot  of  other  people,  but  few 


with  Lazarus'  success.  Since  emerging 
from  bankruptcy  reorganization 
(where  its  parent,  Interstate  Stores, 
had  taken  it)  in  1978,  Toys  "R"  Us' 
sales  have  compounded  at  close  to 
28%  a  year,  to  an  estimated  $3.17 
billion  for  fiscal  1988  (ended  Jan.  31). 
Earnings  have  more  than  kept  pace, 
and  Salomon  Brothers'  Bruce  Missett 
thinks  they  hit  a  record  $200  million 
($1.60  per  share)  last  year,  and  will 
grow  to  around  $2.05  a  share  this  year, 
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even  if  there  is  a  slump  in  overall 
consumer  spending.  Toys'  net  mar- 
gins are  nearly  a  couple  of  points 
ahead  of  margins  at  dynamic  retailers 
like  Wal-Mart  and  Nordstrom. 

But  nothing  goes  up  forever.  One 
need  think  only  of  Leslie  Wexner's 
the  Limited  (Forbes,  Apr.  6,  1987)  to 
remember  that  great  pride  often  goeth 
before  a  fall.  A  few  months  ago  the 
Limited  could  do  no  wrong.  Investors 
who  believed  that  have  since  lost  over 
half  their  capital.  (Toys  "R"  Us  is  off 
around  20%  from  its  precrash  peak.) 
Retailing  has  a  way  of  making  those 
whom  it  would  destroy  magazine  suc- 
cess stories  first. 

Will  Lazarus  and  Toys  "R"  Us  be 
different?  Certainly,  they  are  not  tak- 
ing success  for  granted.  No  hubris 
here.  "The  biggest  danger  to  a  retail- 
er," Lazarus,  64,  says,  "is  becoming 
complacent  and  saying,  'I've  got  it 
knocked,  I  know  how  this  business 
works.'  " 

Say  this  for  Lazarus'  system:  It  is  a 
wondrous  thing.  The  thousands  of 
cash  registers  in  the  company's  313 


U.S.  toy  stores  (there  are  37  more 
overseas)  transmit  information  on  a 
daily  basis  to  banks  of  central  com- 
puters at  the  company's  Rochelle 
Park,  N.J.  headquarters.  Managers 
know  every  morning  exactly  how 
many  of  each  item  has  been  sold  the 
day  before,  as  well  as  how  many  were 
sold  in  the  year  to  date,  the  prior  year, 
and  so  on.  All  reordering  is  done  auto- 
matically by  the  computers,  without 
any  communication  by  managers. 

This  sophisticated  system  allows 
Toys  "R"  Us  to  try  out  toys  without 
committing  to  big  orders  in  advance. 
Customers  decide  what  gets  reordered 
by  their  purchases.  In  December 
1986,  for  example,  Toys  "R"  Us  tried 
out  scooters — skateboards  with  han- 
dles— with  a  trial  order  of  10,000. 
They  sold  out  in  two  days,  a  trend  the 
computers  immediately  spotted  and 
jumped  on.  Last  year  Toys  sold  over  1 
million  scooters. 

When  the  computer  conflicts  with 
his  own  judgment,  Lazarus  will  go 
with  the  computer.  "I  thought  Cab- 
bage  Patch   Kids  dolls   were  ugly," 


Lazarus  admits.  "I  didn't  think  my 
granddaughter  would  want  to  hold 
one."  His  computers,  however, 
caught  the  craze  early  and  reordered 
accordingly.  They  also  warned  him 
early  that  the  Trivial  Pursuit  fad  was 
fading. 

Will  Toys  "R"  Us,  like  the  Limited, 
run  into  a  ceiling  on  growth?  Apart 
from  Toys'  20%  -plus  market  share, 
the  $13  billion  (retail  sales)  toy  retail- 
ing business  is  highly  fragmented. 
There  are  still  many  thousands  of  sin- 
gle-store outfits.  It  is  a  business,  in 
short,  that  allows  ample  room  for 
growth  for  a  company  as  efficient  as 
Toys.  Last  year  Lazarus  invested  $35 
million  in  scanning  equipment  to 
move  customers  through  checkout 
lines  faster — a  major  reason  why 
Toys'  stores  open  a  year  or  longer  in- 
creased sales  by  12.3%  on  average  last 
Christmas. 

There  are  two  other  largish  special- 
ty toy  chains.  Lionel  Corp.,  with  78 
stores,  has  around  10%  of  Toys'  sales 
volume  and  half  its  net  margins. 
Child  World,  81%  owned  by  Cole  Na- 


Shonru  \  alt-ska 


A'   /  s  Chairman  <  baries  Lazarus,  /,      p,     Geoffrey  and  All.  m  the  computer  room  at  company  headquarters 

"The  idea  is  to  be  preemptive— sell  at  such  low  prices  that  no  one  will  even  try  to  compete." 
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tional  Corp.,  has  152  stores.  On  sales 
of  an  estimated  $840  million  last  year, 
Child  World  earned  $14  million. 

Lionel's  and  Child  World's  stores, 
says  Lazarus,  "don't  do  half  our  vol- 
ume. They're  not  geared  up  for  it. 
They  don't  have  the  variety  or  the 
backup  systems.  They  don't  have  any- 
thing except  the  advertising." 

Toys'  46,000-square-foot  ware- 
house-like stores  are  usually  near 
shopping  malls,  not  in  them.  That 
saves  on  real  estate  costs.  Crammed 
with  18,000  items,  the  stores  are  open 
and  fully  stocked  year-round — not 
just  at  Christmas — at  prices  that  are 
25%  below  list  prices. 

"When  we  started,  the  primary  ap- 
peal was  buying  a  brand-name  toy  at  a 
lower  price,"  Lazarus  recalls.  "As  we 
developed,  it  became  clear  that,  with 
mama  going  to  work,  there  was  no 
time  to  shop.  So  having  it  all  became 
as  important  as  the  price,  and  now  I'm 
not  sure  which  is  more  important." 

Toys  "R"  Us  does  not  use  tempo- 
rary traffic-building  promotions  like 
sales,  but  it  does  sell  the  most  popular 
toys  at  low  markups  and  offers  items 
like  disposable  diapers  and  infant  for- 
mula near  cost.  Dennis  Barron,  head 
of  Child  World,  publicly  sneered  at 
profitless  diaper  sales  a  few  years  ago. 
Now  Child  World,  too,  sells  diapers. 

Says  Lazarus:  "People  will  come 
out  and  buy  all  this  stuff  on  which  we 
make  no  money,  but  they  will  buy  a 
few  other  things,  too.  How  can  you 
not  buy  your  baby  a  toy  when  you're 
out  there?  Are  you  so  mean?  So,  since 
everything  is  good  value,  you  end  up 
buying  a  lot  more  than  you  thought 
you  were  going  to  buy." 

Where  Toys  sells  popular  items  be- 
low list,  it  is  not  necessarily  sacrific- 
ing profit  margins.  With  its  year- 
round  operation  and  nose  for  trends,  it 
is  able  to  buy  earlier  in  the  year  for 
better  terms.  "If  you  order  in  August, 
you  pay  in  October,"  explains  Laza- 
rus. "But  if  you  order  in  January,  you 
know  what?  You  pay  next  January." 
The  manufacturers'  cost  of  carrying 
the  receivables  gets  passed  on  to  those 
who  order  later. 

Toys'  cost  advantages  are  a  double- 
edged  sword,  and  Lazarus  uses  both 
edges  on  his  competitors'  necks. 
When  Toys  "R"  Us  opened  its  first 
stores  in  the  U.K.  in  late  1985,  recalls 
Lazarus,  "some  very  bright  people 
said:  'Your  prices  could  be  20%  higher 
and  you'd  still  undersell  everybody  in 
the  marketplace.'  No.  That's  not  Toys 
"R"  Us.  The  idea  is  to  be  preemptive, 
to  sell  at  such  low  prices  that  no  one 
will  even  try  to  compete." 

A  firm  believer  in  the  market-share 
approach    to    competition,    Lazarus 


Petrie's  pearl 


There  are  two  ways  to  invest  in 
Toys  "R"  Us:  directly  or  via 
Milton  Petrie's  Petrie  Stores.  The 
indirect  way  can  be  cheaper. 

Petrie  owns  over  32  million 
shares  of  Toys  "R"  Us  stock  (al- 
most 26%  of  the  shares  outstand- 
ing). The  stock  today  is  worth  over 
$1  billion  and  will  kick  in  over  $50 
million  in  equity  earnings  to  Petrie 
Stores'  profits  this  year.  In  1984 
and  1985,  when  interest  rates  were 
high,  Petrie  sold  $350  million 
worth  of  subordinated  debentures 
convertible  into  14.3  million  Toys 
"R"  Us  shares  at  a  blended  rate  of 
$24.50  per  share.  Current  price: 
$32.  When  the  conversion  is  exer- 
cised, Petrie  Stores'  Toys  "R"  Us 
stake  will  drop  to  17.5  million 
shares. 

Even  after  the  conversion,  how- 
ever, there  will  be  3.7  shares  of 


Toys  "R"  Us — currently  worth 
more  than  $118 — behind  every  10 
shares  of  Petrie,  worth  $170.  Take 
out  the  Toys  stock,  and  you  are 
paying  $5.20  a  share  for  Petrie — 
less  than  half  Petrie's  book  value. 
Petrie  reported  poor  results  for 
fiscal  1988  (ended  Jan.  31),  but  over 
the  five  previous  years  its  net  mar- 
gin has  averaged  about  4% .  At  that, 
and  excluding  the  earnings  contri- 
butions of  Toys  "R"  Us,  Petrie 
Stores'  handful  of  specialty  retail- 
ers would  normally  earn  $50  mil- 
lion ($1.10  a  share)  on  sales  of  $1.3 
billion.  That's  a  price/earnings 
multiple  of  under  5.  Some  cynics 
claim  that  Milton  Petrie,  85,  re- 
cently cut  his  company's  quarterly 
dividend  71%  (to  5  cents  a  share)  in 
hopes  of  getting  a  cheaper  price  for 
the  41%  of  Petrie  Stores  that  he 
doesn't  already  own.  — S.N.C. 


adds:  "Don't  ever  bet  on  number  two 
in  anything.  In  any  kind  of  product, 
the  winners  are  going  to  take  all  if 
they  are  smart  and  aggressive." 

If  all  this  sounds  simple,  remember 
that  the  capital  investment  required 
to  make  it  all  work  extends  far  beyond 
the  computer  system.  To  reap  the  ad- 
vantages of  early  ordering,  a  retailer 
must  have  deep  reserves  of  working 
capital  and  plenty  of  storage  space. 
While  all  three  toy  supermarket 
chains  have  equivalent  amounts  of 
display  space  per  store,  Toys  "R"  Us 
has  far  more  back-room  storage  space 
and  many  more  central  distribution 
warehouses  than  its  competitors. 

Recently  32  (off  its  high  of  42), 
Toys'  dividendless  stock  is  selling  at  a 
slight  premium  to  per-share  sales  and 
is  priced  at  nearly  20  times  last  year's 
earnings  and  more  than  15  times  what 
Salomon's  Missett  thinks  the  chain 
will  earn  in  the  year  ahead.  Is  it  over- 
priced? The  Limited  sold  for  over  40 
times  trailing  earnings  before  it 
crashed.  Toys,  for  all  its  heralded  suc- 
cess, has  a  far  more  modest  multiple. 

Besides  the  prospects  of  further 
growth  in  market  share,  Toys  has 
plans  for  related  growth  in  other  mar- 
kets. Kids  "R"  Us  is  a  venture  Lazarus 
launched  in  1983  to  do  in  children's 
clothing  what  he  has  done  in  toys. 
The  approach  is  substantially  similar: 
large  stores  (20,000  square  feet  on  av- 
erage) with  enormous  selections, 
stocked  in  depth,  of  good  quality  na- 
tional brand  name  clothing,  at  prices 
about  25%  below  department  store 


prices.  There  are  currently  74  Kids 
"R"  Us  stores,  with  31  more  sched- 
uled to  open  by  July.  The  business, 
which  made  its  first  significant  profit 
last  year,  is  now  doing  roughly  $300 
million  a  year.  "We  intend  this  to  be  a 
very  large  business,"  Lazarus  vows. 

But  in  children's  clothing,  Lazarus 
faces  a  number  of  first-class  competi- 
tors, not  least  of  which  is  Macy's. 
Lazarus  recently  filed  suit  against  Ma- 
cy's, charging  its  management  with 
using  threats  to  stop  suppliers  from 
selling  swimsuits  to  Kids  "R"  Us. 

Whatever  happens  to  him  in  kids' 
clothes,  Lazarus  probably  has  plenty 
of  growth  left  in  the  toy  business.  He 
plans  to  open  60  Toys  "R"  Us  stores 
this  year,  15  of  them  overseas,  where 
he  has  been  especially  aggressive. 
With  37  stores  now  open  in  Canada, 
the  U.K.,  West  Germany,  Singapore, 
Hong  Kong  and,  next  year,  France, 
Toys  "R"  Us'  international  division, 
says  Lazarus,  moved  into  the  black  in 
fiscal  1987  and  made  a  handsome 
profit  last  year. 

In  the  U.S.,  Lazarus  believes  there  is 
room  for  at  least  700  Toys  "R"  Us 
outlets,  vs.  the  313  that  exist  now. 
Proclaims  Lazarus:  "We've  barely 
scratched  the  surface. 

"The  one  enormous  advantage  that 
we  have  over  other  retailers  is  that  we 
are  in  a  business  that  we  love,"  Laza- 
rus adds.  Call  it  edifice  complex,  call 
it  extraordinary  drive,  call  it  what  you 
will,  here  is  an  extraordinary  manag- 
er. If  ever  a  company  deserved  its  high 
reputation,  this  one  does.  ■ 
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Archer-Daniels-Midland  is  at  the  mercy  of 
federal  farm  policy.  But  it  makes  good 
money  threading  that  bewildering  maze 


Weatherman 


By  Charles  Siler 


W'hen  it  comes  to  doling  out 
money  to  politicians,  few  are 
as  generous  as  $5.8  billion 
(sales)  Archer-Daniels-Midland  Co., 
the  Decatur,  111.  agricultural  products 
processor.  Generous  and  somewhat 
nonpartisan:  Chief  Executive  Dwayne 
Andreas  was  a  confidant  of  Hubert 
Humphrey  and  is  a  friend  of  President 
Reagan  as  well. 

Among  this  season's  presidential 
candidates,  Senators  Robert  Dole  (R- 
Kans.),  Paul  Simon  (D— 111.)  and  Albert 
Gore  Jr.  (D-Tenn.)  and  Representative 
Richard  Gephardt  (D-Mo.)  have  col- 
lected money  from  ADM's  political 
action  committee  during  the  last 
three  years. 

Dwayne  Andreas  has  good  reason 
for  such  generosity.  His  business,  and 
certainly  farming  in  general,  in  the 
1980s  is  a  decidedly  political  enter- 
prise. ADM's  three  major  businesses 
are  production  of  ethanol  fuel,  corn 
sweeteners  and  soybean  products. 
Each  depends  mightily  on  govern- 
ment largesse.  Tax  breaks  and  free 
government  corn  make  ADM's  etha- 
nol business  profitable.  The  com 
sweetener  business  was  built  on  the 
back  of  government  tariffs  that  make 
ordinary  sugar  uneconomic.  Price 
supports  help  determine  the  price  and 
quantity  of  the  soybean  products  that 
ADM  feeds  into  its  giant  mills  to 
make  meal  and  oil. 

Except  for  ethanol,  it  is  a  pretty 
profitable  business,  so  long  as  the  gov- 
ernment is  on  your  side.  ADM  earned 
$265  million  in  fiscal  1987  (ended 
June  30),  compared  with  $230  million 
the  previous  year.  The  company's  av- 
erage five-year  earmngs-per-sharc 
growth  is  0.8%,  ranking  it  fourth 
among  U.S.  fooiJ  companies. 
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Nevertheless,  with  the  guard  about 
to  change  on  Pennsylvania  Avenue 
and  with  agricultural  policy  a  cam- 
paign issue,  Archer-Daniels-Midland 
and  its  shareholders  are  looking  at  a 
period  of  considerable  uncertainty. 
Depending  on  who  is  occupying  the 

/  nloading  corn  in  Decatur 

A  decidedly  political  enterprise. 


White  House,  come  January,  the  com- 
pany could  be  facing  an  entirely  new 
set  of  rules  for  a  game  it  has,  until 
now,  played  quite  expertly. 

Most  of  the  Democratic  candidates, 
for  example,  are  already  talking  about 
ending  or  sharply  cutting  farm  subsi- 
dies, specifically  to  big  companies  in- 
volved in  agricultural  products.  Can- 
didate Gephardt  claims  that  big  busi- 
ness is  partly  to  blame  for  the  farmers' 
woes.  "Cheap  grain  prices  are  really 
what  these  giant  corporations  want," 
he  orates.  "You  cut  [farm  program] 
costs  by  getting  corporate  agribusi- 
nesses out  of  the  program,"  says  for- 
mer Arizona  governor  Bruce  Babbitt, 
whose  candidacy  has  little  chance  but 
whose  views  are  respected. 

Wall  Street  has  noticed  ADM's  new 
vulnerability.  The  stock  market  con- 
siders ADM  as  volatile  as  a  quart  of 
gasohol.  In  October,  when  the  S&P 
500  lost  22%  of  its  value,  ADM 
dropped  33%,  from  a  high  of  27  to 
19'/8.  The  stock  recently  traded  at 
187/s — a  multiple  of  10  times  earnings 
compared,  say,  to  a  P/E  of  14  for  com- 
petitor Staley  Continental. 

The  stock's  volatility  also  reflects 
the  contradictions  that  afflict  compa- 
nies when  they  take  the  government 
as  business  partner,  even  in  the  best  of 
times.  Consider  ethanol,  the  corn  al- 
cohol used  to  make  gasohol,  which 
accounts  for  10%  of  ADM  sales. 

Only  big  government  tax  breaks  al- 
low gasohol  to  compete  with  gaso- 
line. Andreas,  69,  calls  the  ethanol 
business  "a  service  to  corn  growers" 
and  "a  service  to  humanity." 

Perhaps,  but  it  is  not  much  of  a 
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Arcbt  r  Daniel-Midland's  Dwayne  Andreas 

Ethanol  may  be  "a  service  to  corn  growers."  but  how  about  shareholders? 
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Now  you  can  get  an  800  service  that  offers  distance-sensitive 
pricing,  regardless  of  call  volume. 

An  800  service  that  provides  itemized  call  detail,  listing  the 
origin  of  every  call. 

It's  an  800  service  that  lets  you  receive  calls  from  anywhere 
in  the  country  all  on  the  same  number  and  the  same  line. 

And  you  can  only  get  it  with  MCL 


1-800-888-0800 

Until  you  call,  you'll  never  know  how  much  better 

a  long  distance  company  can  be. 

1KCI 

Let  us  show  you. 

Intrastate  800  service  subject  to  state  authorization. 
'JMCI  Communications  Corporation  (MCIQ.  '"Service  marks  of  MCIC  ©  MCIC:  November,  1987. 


service  to  stockholders.  Gephardt  and 
Babbitt  notwithstanding,  ethanol 
doesn't  make  much  money.  Despite 
government  giveaways,  it  lost  money 
for  two  of  the  last  six  years  and  pro- 
duced a  return  of  only  6%  over  the 
period. 

Soybean  processing  represents  half 
of  ADM's  sales  and  perhaps  20%  of 
operating  income.  Here  federal  policy 
has  become  a  whipsaw  for  Archer- 
Daniels,  currently  encouraging  farm- 
ers to  grow  corn,  not  soybeans.  That 
helps  to  lower  costs  for  ADM's  etha- 
nol and  sweetener  businesses,  which 
rely  on  cheap  corn.  But  it  has  pushed 
up  soybean  prices  to  $6.05  per  bushel, 
the  highest  since  1985.  Not  so  nice  for 
ADM,  since  higher  commodities 
prices  ultimately  cut  into  processing 
margins.  "We  have  to  live  with  the 
vicissitudes  of  the  business,"  shrugs 
Andreas. 

Some  vicissitudes.  You'd  think  that 
because  ADM  is  sticking  with  the 
barely  profitable  ethanol  business  to 
help  out  the  farmers  that  the  politi- 
cians would  be  happy,  right?  Forget  it. 
One  hand  in  Washington,  as  usual, 
doesn't  know  what  the  other  is  doing. 
Government  programs  helped  ADM 
capture  a  54%  share  of  the  ethanol 
market  and  a  37%  share  of  corn 
sweetener  capacity.  Too  much,  says 
the  Justice  Department,  which  has 
been  trying  to  force  ADM  to  sell  part 
of  its  corn  sweetener  capacity  since 
1982.  An  antitrust  suit  was  dismissed 
in  July  1987,  but  the  Justice  Depart- 
ment appealed  in  December. 

The  Environmental  Protection 
Agency  is  also  sniping  at  ADM.  The 
problem:  Gasohol  emits  more  hydro- 
carbons than  ordinary  gasoline.  That 
creates  more  ozone,  a  maior  air  pollut- 
ant. The  EPA  may  require  that  gaso- 
hol be  blended  differently,  making  it 
even  more  expensive  to  produce. 

Andreas,  fortunately,  is  not  exactly 
a  rube  at  playing  the  government 
game.  When  corn  prices  increased  last 
year,  ADM  started  muttering  about 
closing  its  four  ethanol  plants  for 
three  months  or  so  in  hopes  that  grain 
prices  would  come  down.  The  govern- 
ment quickly  gave  ethanol  producers 
$54  million  worth  of  tree  surplus 
corn  A I  >M's  share  is  $29  million. 

Maybe  the  company  figures  it 
taught  the  feds  a  lesson.  The  company 
is  expanding  its  ethanol-producing  ca- 
pacity rom  500  million  gallons  per 
yeai  million  gallons. 

Playing  ADM  stock  these  days  is 
like  trying  to  predict  U.S.  farm  policy. 
Whu  i  like  trying  to  predict  the 

weather.  In  Dwayne  Andreas,  fortu- 
nately, the  company  has  quite  a  suc- 
cal  weatherman.  ■ 


The  Money  Men 


Borrow  at  8%  and  lend  the  money  out  an 
9.5%.  Is  that  a  way  to  make  a  profit?  Ifyoul 
think  the  answer  is  an  automatic  yes,  you  d\ 
better  stay  out  of  banking  these  days. 

The  hedge 
masters 


By  Jack  Willoughby 


T|he  scene:  A  seminar  for  savings 
and  loan  executives  in  1984. 
Gregg  Smith  of  consultants 
Smith  Breeden  Associates,  was  ser- 
monizing at  the  overhead  projector 
when  a  participant  jumped  up,  chok- 
ing back  tears.  "  'I  don't  understand 
why  we  have  to  learn  all  this  new 
stuff.  Why  can't  we  just  go  along  like 
we  have  in  the  past?'  "  Smith  recalls 
him  saying.  "The  man  was  literally 
crying." 

It  isn't  easy  being  a  thrift  executive 
nowadays,  in  a  turbulent  money  mar- 
ket. A  typical  thrift  with  $1  billion  in 
fixed-rate  mortgages  could  see  a  $25 
million  drop  in  the  market  value  of  its 
assets  from  a  1%  jump  in  interest 
rates,  says  Smith.  If  the  portfolio  isn't 
hedged,  the  loss  could  all  but  wipe  out 
the  S&L's  net  worth. 

Such  volatility,  however,  has  made 
life  good  for  Smith,  52,  and  his  partner 
Douglas  Breeden,  36,  who,  in  addition 
to  consulting,  teaches  full  time  at 
Duke's  Fuqua  School  of  Business. 
Their  Chapel  Hill,  N.C.  firm  pulls 
down  $7  million  a  year  in  fees  for 
advising  1  7  mostly  midwestern  S&Ls, 
with  some  $25  billion  in  assets  that 
need  hedging. 

The  Smith  Breeden  message:  Cover 
your  bets  and  don't  let  the  accounting 
fool  you.  Consider  an  S&L  that  takes 
in  three-month  deposits  at  a  cost  of 
8%  (including  overhead)  to  buy  Fan- 
nie Mae  30-year  mortgage-backed  se- 
curities yielding  9.5%.  Accounting 
rules  say  that  the  thrift  is  earning  a 
nice  1.5%  spread.  But  the  profit  is 
illusory,  says  Breeden. 

At  bottom  this  deal  is  a  bet,  a  bad 


bet,  on  the  spread  between  long-  am 
short-term  rates.  Why?  Because  th 
short-term  money  is  being  raised  at  a 
cost  of  2%  over  comparable  Treasu 
bills  while  the  Fannie  Mae  security  isl 
paying  only  1.5%  over  Treasury] 
bonds  of  comparable  duration.  "I 
amounts  to  a  tremendous  speculation) 
that  interest  rates  will  drop  or  stay  th 
same,"  says  Breeden.  In  economi 
terms  the  transaction  is  a  0.5%  loss 
as  would  become  instantly  apparent 
the  thrift  attempted  to  hedge  the  riskj 
that  interest  rates  will  go  against  it 
The  cost  of  the  hedge  would  eliminat 
the  profit  and  then  some.  "Ou 
thrifts,"  says  Breeden  of  his  clients 
"may  not  always  make  the  most  mon 
ey,  but  they  will  be  the  survivors 
They  won't  need  luck." 

Breeden,  who  grew  up  on  an  Indian 
chicken  farm,  was  not  lucky  in  hi 
first  foray  into  the  futures  market 
his  senior  year  at  Massachusetts  Insti 
tute  of  Technology,  he  devised  a  fore 
casting  model  for  egg  futures.  "I  go 
an  A  for  the  model,  so  I  thought  it  wa 
pretty  good,"  he  says.  The  self-confi 
dence  cost  him  and  his  relative 
$20,000.  "That's  when  I  realize 
these  markets  weren't  made  up  o: 
dumb  farmers." 

The  luck  turned  five  years  age 
when  he  teamed  up  with  Smith,  i 
smooth-talking  former  bond  sales 
man  with  a  lot  of  contacts  on  Wal. 
Street.  Of  course,  the  bond  future* 
market  isn't  made  up  of  dumb  farm- 
ers, either.  "I've  met  the  enemy,  am 
it  is  the  arbitrage  departments  of  th 
brokerage  firms,"  Breeden  says. 

And  so  a  Smith  Breeden  trade  car 
get  pretty  complicated — combining 
for  instance,  a  repo  loan  from  a  bro 
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a  2  million-yeapold  oversight 


They  invented  business  class!' 


For  untold  centuries,  travelers  were  presumed  to 
belong  to  either  first  class  or  economy  class. 

Then  KLM  discovered  a  third  species,  those  trav- 
elers who  traveled  most.  And  so  the  concept  of 
j business  class  was  ushered  in  with  such  amenities  as 
-xtra  coffee  and  spacious  seats. 

Today,  those  extras  include  a  huge  fleet  of 
tretched  upper-deck  747's  that  provide  the  closest 
.  hing  to  airborne  office  suites. 

KLM  Business  Class  lounges  provide  civilized 


stopovers  inairports  worldwide.  Business  Class  check-in 
respects  tight  time  schedules.  And  our  international 
network  links  more  business  centers  in  Europe,  Africa 
and  the  Mideast  than  all  U.  S.  airlines  combined. 

So  if  you've  never  flown  KLM  overseas  on  busi- 
ness, that's  an  oversight  that's  easily  corrected.  Just  call 
your  travel  agent  or  KLM.  The  airline  of 
the  seasoned  traveler. 


The  Reliable  Airline  KLM 


Royal  Dutch  Airlines 


Car  and  Driver  calls  it  one  of  the 
ten  best  cars  in  the  world. 


ffl   HHS  181    J 


the  Ford  Taurus.  But  then,  there's  a  lot  to  be 
said  for  an  automobile  that  offers  world-class 
style  and  performance  as  well  as  world- 
renowned  value. 

It's  driven  Car  and  Driver  magazine  to 
nafne  it  one  of  the  ten  best  cars  in  the  world 
three"  years  Straight.  It  moved  Road  8r  Track  to 
'11  it  one  of  .the  ten  best  values  in  the  world 


out  of  cars  sold  in  the  U.S.  (including  tr 
Honda  Accord  LXi.  Mazda  626.  and  Ni 
Maxima  SE).  And  as  Motor  Trend  simp 
it:  "We  should  all  stand  up  and  applaud 
People,  like  Road  Er  Track,  are  impn 
by  its  available  V-6  power  (along  with  it: 
3.8L  engine)  and  its  sophisticated  4-wln 
independent  suspension.  So  many  peoj. 
fact,  that  Taurus  now  outsells  every  sin- 


:kl«  up-ldgethcr  we.  run  saw  lives. 


Road  &  Track  calls  it  one  of  the 
ten  best  values  in  the  world. 


ord  Taurus. 


J85 


pm  petition  makes*  Proof  that  its  ceie- 
i  design  has  impressed  more  than  just 
lotive  editors. 

nd  with  Ford's  continuing  dedication  to 
n  leadership,  we  fully  expect  the  success 
;  Taurus  sedan  and  wagon  to  go  on  and 
nd  so,  we  imagine,  will  the  experts' 

)r  more  information  on  Ford's  award- 


winning  Taurus,  call  1-800-622-4511,  9  am  to 
9  pm  EST. 

•Based  on  '87  model  year  manufacturers'  reported  retail  deliveries. 

Ford  Taurus. 


Have  you  driven  a  Ford... lately? 


Doug  Breeden  and  Gregg  Smith  of 'Smith  Breeden  Associates 

"Our  thrifts  may  not  always  make  the  most  money,  but  they  will  always  be  the  survivors. 


kerage  firm  with  positions  in  Ginnic 
Macs,  options  and  futures,  topped  off 
with  an  interest  rate  swap. 

There's  more  to  it  than  the  option 
pricing  theory  Breeden  teaches  his 
graduate  students  at  Duke.  There  is 
detective  work.  For  example,  Smith 
Breeden  estimates  how  fast  mortgages 
in  Ginnic  Mae  pools  will  prepay,  a 
function,  among  other  things,  of  in- 
terest rates  and  geography.  When 
rates  drop,  high-coupon  Ginnie  Maes 
suffer  an  accelerated  prepayment, 
costing  the  security  owner  a  loss  of 
principal.  Why?  To  get  the  high-rate 
pool,  he  has  had  to  pay  a  premium 
over  the  face  value — say,  $108  for  ev- 
ery $100  of  mortgage  principal.  If  all 
the  mortgages  were  repaid  immedi- 
ately, the  buyer  would  lose  the  $8. 

What  determines  the  prepayment 
rate?  Foreclosures,  for  one.  When  the 
homeowner  is  evicted,  the  mortgage 
is  paid  off  by  the  U.S.  government, 
which  has  guaranteed  it.  So  prepay- 
ments are  faster  in  Texas?  Paradoxi- 
cally, no.  The  economy  is  so  de- 
pressed that  another  source  of  prepav- 
ments — refinancings  by  homeowners 
looking  for  lower  rates — is  cut  off. 
The  home  value  has  fallen  so  far  that 


the  owner  wouldn't  qualify  for  the 
same  size  mortgage  if  he  refinanced. 

Thus,  high-coupon  Ginnie  Maes 
pay  down  more  slowly — and  so  are 
worth  more — if  the  underlying  mort- 
gages are  from  Texas.  Even  a  slight 
difference  in  prepayment  rates  can 
mean  a  large  difference  in  values,  es- 
pecially when  the  Ginnie  Mae  is 
carved  up  into  highly  risky  interest- 
only  and  principal-only  portions. 

Can  individual  buyers  benefit  from 
such  insights  about  geography?  No. 
Even  if  they  could  afford  a  consultant, 
they  usually  aren't  in  any  position  to 
insist  on  particular  regions  in  buying 
a  Ginnie  Mae.  When  they  put  in  a  buy 
order  at  their  discount  broker,  they 
get  pot  luck — which  means,  of  course, 
the  mortgage  pools  that  the  pros  are 
avoiding. 

S&L  managers  need  a  sharp  pencil 
even  it  they  never  touch  Ginnie  Maes. 
Their  basic  business  is  to  stand  as 
intermediaries  between  short-term 
depositors  and  long-term  mortgage 
borrowers.  That's  a  risky  place  to 
stan. I  m  an  interest-rate  whirlwind. 
"Most  banks  don't  do  a  very  good  job 
ot  intermediation,"  says  Breeden.  Ei- 
ther they  don't  hedge — and  risk  bank- 


ruptcy— or  they  throw  up  their  handd 
by  demanding  that  the  borrower  ac-l 
cept  a  variable-rate  mortgage.  SmitH 
Breeden  tells  a  thrift  to  give  the  home-J 
owners  the  fixed-rate  loans  they  wand 
and  then  hedge  in  the  futures  anc 
options  markets. 

Sometimes  hidebound  accounting 
stands  in  the  way  of  doing  whatj 
makes  sense.  Suppose  Smith  Breed-j 
en's  computer  advises  a  client  holdir 
Fannie  Mae  9s  bought  a  year  ago  all 
slightly  above  par  to  switch  into  Fan-' 
nie  Mae  lis.  The  original  purchase  is 
now  trading  at  a  loss,  offset  in  part  b> 
a  gain  in  options.  The  thrift  might 
balk  at  the  swap  because  it  would 
have  to  book  the  loss  on  the  9s,  while 
being  unable  to  book  the  gain  on  tht 
options  if  they  remain  outstanding 
Says  Breeden:  "A  natural  fear  of  re 
porting  anything  bad  when  the  mar- 
ket is  down  is  enough  to  stop  them.  It 
happens  more  often  than  we  like." 

Oh,  for  the  good  old  days.  You  bor- 
rowed from  the  public  at  5%  and  lent 
money  to  another  part  of  the  public  at 
6.5%  and  left  early  to  play  golf  on 
sunny  summer  afternoons.  No  need 
then  for  an  MIT  degree.  Just  a  warm 
smile  and  simple  arithmetic.  ■ 
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Tandy  Computers: 
Because  there  is 
no  better  value.™ 


The  Tandy  4000 


A  price  breakthrough 
in  high-performance 
80386  technology. 

Put  a  Tandy  4000  on  your  desk  and  un- 
leash the  incredible  power  of  the  80386 
microprocessor.  You'll  be  able  to  run  cur- 
rent IBM®  PC  and  AT®  software  with 
spectacular  new  speed.  And  when  new  op- 
erating systems  such  as  Microsoft®  OS/2 
become  available,  you'll  be  able  to  tap  the 
full  potential  of  the  80386. 

Plus  the  4000  is  so  cost  effective,  you 
can  actually  configure  a  386  system  for  less 
than  you'd  pay  for  a  competitor's  286  model. 

When  used  with  the  XENIX®  operating 
system,  the  4000  can  become  the  heart  of 
the  multiuser  office  system.  Users  can  ac- 
cess the  4000's  processing  power  from  low- 
cost  data  terminals.  Or  configure  the  4000 

as  a  3Com®  workgroup  file  server  to 
«-  share  programs  and  data  files. 

For  data-intensive  uses, 
accounting  and  finan- 
cial planning,  and  even 
desktop  publishing,  the 
Tandy  4000  delivers  incredible 
power  for  less-only  $2599.  (25-5000). 


mm 

Sei 


Send  me  a  1988 
computer  catalog. 

Mail  To:  Radio  Shack 
Dept  88-A-836 
300  One  Tandy  Center 
Fort  Worth,  TX  76102 


Name . 


- 


Company . 
Address  _ 
City 


State . 
ZIP_ 


Phone . 


Radio  /hack 


Price  applies  at  Radio  Shack  Computer  Centers  and  participating 
Mores  and  dealers.  Monitor,  display  adapter  and  operating  systems  sold 
separately.  IBM  and  AT/Reg.  TM  and  XT/TM  IBM.  XENIX/Reg.  TM 
Microsoft  Corp.  ^Com/Reg.  TM  3Com  Corp. 


COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


Henry  Ford  brought  mass  production  to 
the  shop  floor.  Has  Stanley  Chesley  brought 
it  to  the  courtroom? 


Master  of  disaster 


By  Deirdre  Fanning 


On  a  cold  December  morning 
in  1985  a  group  of  Army  fam- 
ilies from  Clarksville,  Tenn. 
stood  chatting  on  the  tarmac  at  Fort 
Campbell  Army  Airfield  awaiting  the 
touchdown  of  a  chartered  Arrow  Air 
jet  carrying  248  soldiers  home  for 
Christmas  from  the  Middle  East. 
Then  an  army  official  broke  the  news: 
The  plane  had  crashed  outside  Gan- 
der, Newfoundland,  and  everybody 
aboard  was  dead. 

Scarcely  had  the  wreckage  stopped 
smoking  than  attorney  Stanley  Cfies- 
ley  was  working  the  phones.  From  his 
office  in  Cincinnati's  Central  Trust 
Tower,  he  methodically  dialed  local 
lawyers  in  and  around  Clarksville  to 
introduce  himself,  offer  help  and  find 
out  how  many  cases  they  had  retained 
so  far  from  the  crash. 

Within  three  weeks  Chesley  lined 
himself  up  with  a  Clarksville  law  firm 
to  file  one  of  the  first  tort  suits  arising 
from  the  crash,  on  behalf  of  the  wife 
of  a  staff  sergeant  on  the  plane.  By 
April  Chesley  had  engineered  the  con- 
solidation of  all  subsequent  lawsuits, 
and  thereafter  brought  them  together 
in  a  master  complaint  in  Kentucky 
federal  court.  Lastly,  he  got  himself 
named  cochairman  of  the  plaintiffs' 
steering  committee.  The  prize  for  his 
nimhlcness:  the  right  to  comanage  lit- 
igation that  would  eventually  recover 
over  $100  million  for  the  plaintitK 
and  upwards  of  $1  million  in  legal  fees 
tor  himself 

Welcome  to  the  litigatory  adven- 
tures of  America's  self-styled  mastci 
oi  disaster,  Stanley  Chesley,  the 
wheelingest,  dealmgest  tortster  ever 
to  belly  up  to  the  bar.  Years  ago  the 
big  money  in  tort  claims  came  from 
the  sort  of  personal  injury  lawsui  s 
that  made  Melvin  Belli  the  scourge  of 


the  medical  profession.  But  how 
much  money  could  really  be  had  in 
such  "one  on  one"  litigation — 
$500,000  for  a  fatally  botched  appen- 
dectomy? A  million  dollars  for  a  bun- 
gled kidney  transplant? 

For  the  really  big  fees,  tort  lawyers 
had  to  go  for  the  really  big  cases — the 
sorts  of  disasters  that  have  become 
the  inevitable  by-product  of  the  late 
20th  century's  increasingly  complex, 
high-technology  world.  Plane  crashes 
that  kill  hundreds  at  a  stroke.  Plant 
explosions  and  toxic  waste  accidents 
that  maim  thousands. 

Others  now  compete  with  him  (see 
box,  p  51),  but  Stanley  Chesley  is 
clearly  in  a  class  apart  in  megatorts. 
Name  the  disaster  and  the  chances  are 
that  you  will  find  Chesley  leading  the 
race  to  the  courthouse.  His  list  of  di- 
sasters includes  the  Union  Carbide 
chemical  leak  in  Bhopal,  India;  the 
MGM  Grand  Hotel  fire  in  Las  Vegas; 
the  Agent  Orange  herbicide  case 
against  seven  chemical  companies; 
the  Bcndectin  pregnancy  antinausea 
drug  action  against  Merrell  Dow 
Pharmaceuticals. 

Chesley  won't  say  how  much  he 
nets,  but  a  good  guess  would  be  over 
$1  million  annually  on  average. 

Chesley,  51,  first  emerged  on  the 
disaster  scene  in  1977,  when  the 
crowded  Beverly  Hills  Supper  Club  in 
Southgate,  Ky.  burst  into  flames,  kill- 
ing 165  people  and  injuring  another 
116  Heretofore  an  unknown  plain- 
tiffs' lawyer,  Chesley  received 
through  a  referral  a  client  caught  in 
the  fire,  and  quickly  filed  the  first 
lawsuit  against  the  club  owners  and 
utilities.  Later  he  also  sued  the  manu- 
facturers of  the  building's  electrical 
wiring. 

With  some  1,100  potential  corpo- 
rate defendants  in  the  case,  the  odds 
heavily  stacked  against  Ches- 


ley's  even  getting  his  small  case 
through  the  pretrial  proceedings.  "I 
knew  other  big  cases  were  being  lost 
because  no  single  lawyer  could  mount 
the  preparation  against  the  big  com- 
panies," he  says. 

So  Chesley,  more  out  of  necessity 
than  anything  else,  hit  on  the  organi 
zational  strategy  that  has  since  be 
come  his  trademark:  File  the  first 
case,  share  resources  and  costs  with 
subsequent  plaintiffs  and  then  split 
the  spoils. 
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Stanley  Chesley  (center  front)  and  his  litigation  team 
in  a  Cincinnati  courtroom 
The  wheelingest,  dealingest  tortster  ever 
to  belly  up  to  the  bar. 


Because  Chesley's  law  firm  has 
only  13  attorneys,  he  leverages  his 
efforts  with  joint  ventures.  He  has 
cultivated  a  coterie  of  lawyers  across 
the  country  who  kick  in  time,  effort, 
cases  and  even  funds  to  help  develop 
big  suits.  What  are  these  lawyers 
looking  for  in  return  for  splitting  the 
contingency  fees  on  each  case  with 
Chesley?  Basically  they  seem  to  be 
betting  that,  with  Chesley  on  the 
case,  they'll  wind  up  with  a  bigger 
verdict  in  the  end. 


Once  he  has  his  partners,  Chesley 
moves  to  consolidate  all  further 
claims  into  one,  so  that  the  costs  and 
results  of  discovery  and  other  expen- 
sive pretrial  procedures  can  be  shared 
by  the  plaintiffs'  lawyers.  In  the  Bev- 
erly Hills  Supper  Club  fire,  for  exam- 
ple, the  281  individual  cases  were 
consolidated  into  a  single  class  ac- 
tion, with  the  result  that  interviews 
and  depositions  of  the  defendants  had 
to  be  taken  only  once. 

If  a  group  of  plaintiffs  doesn't  meet 


various  legal  requirements  for  class 
certification,  as  in  the  Agent  Orange 
or  Arrow  Air  litigation,  Chesley  sim- 
ply files  what  is  known  as  a  "master 
complaint" — a  kind  of  litigatory  grab 
bag  into  which  every  conceivable 
charge  or  allegation  is  tossed,  so  that 
no  subsequent  plaintiff  turns  up  to 
file  a  claim  that  Chesley  is  not  already 
litigating. 

Once  the  master  complaint  is  filed, 
the  case  is  divided  into  common  is- 
sues, rather  than  individual  claims, 
and  thereafter  proceeds  to  trial.  Most 
of  these  cases,  however,  never  actual- 
ly get  to  trial.  The  result  is  assembly- 
line  justice,  as  plaintiffs  line  up  in  the 
settlement  to  get  their  awards — 
$250,000  for  a  missing  leg,  $150,000 
for  a  severed  ear,  $  1  million  for  third- 
degree  burns,  etc.  "The  beauty  of  the 
master  complaint  is  its  uniformity," 
says  Chesley.  "I  don't  want  anyone  in 
a  case  having  different  theories." 

Meanwhile,  Chesley  maneuvers  for 
a  seat  on  the  plaintiffs'  lead  counsel 
committee,  which  typically  fronts  the 
money  to  finance  the  cost  of  develop- 
ing the  case.  Such  committees  first 
came  into  being  as  part  of  federal  mul- 
tidistrict complex  litigation  in  the 
1960s.  But  Chesley  has  refined  their 
use  as  a  financing  technique  into  a 
high  art. 

These  committees,  usually  ap- 
pointed by  the  judge  presiding  over  a 
case,  literally  control  the  course  of  the 
litigation,  carrying  out  the  pretrial 
discovery  and  deciding  the  case  strat- 
egy. Because  of  the  high  visibility  and 
power  that  come  with  being  a  com- 
mittee member,  as  well  as  the  extra 
fees  generally  awarded  at  the  end  by 
the  judge,  it  is  an  appointment  that  is 
fiercely  lobbied  for  by  plaintiffs'  coun- 
sel. Nobody  does  this  lobbying  better 
than  Chesley. 

Although  each  federal  judge  has  his 
own  criteria  for  selecting  a  committee 
and  its  chairman,  among  the  impor- 
tant factors  are:  who  filed  the  first 
suit,  who  has  the  most  clients  and 
who  moved  first  to  consolidate  the 
actions.  Thanks  to  his  network  of 
lawyers,  Chesley  generally  has  those 
qualifications  in  the  bag. 

In  some  cases,  judges  prefer  to  let 
plaintiffs'  lawyers  offer  a  slate  of  can- 
didates from  which  to  choose  a  chair- 
man. When  that  happens,  Chesley  is 
quick  to  start  pressing  the  flesh 
among  his  peers.  After  the  Arrow  Air 
jet  crashed  in  Gander,  Chesley  held 
informal  meetings  among  plaintiffs' 
lawyers  in  various  Tennessee  hotel 
conference  centers,  drumming  up 
support  for  his  nomination  to  the 
committee.  The  technique  worked,  as 
it  usually  does.  Chesley  has  been  on 
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Securities  products  available  through  New  England  Securities  Corporation. 


©  1 988,  New  England  Mutual  Life  Insurance  Company.  Boston.  M, 


HELPING  YOU  BUILD  YOUR  FINANCIAL  FUTURI 
COULD  TAKE  EVERYTHING  WE'VE  GOI 

And  we've  got  virtually  every  financial 
product  and  service  you're  ever  likely  to  need. 

Our  representatives  can  provide  you  with 
life  insurance,  available  from  America's  oldest 
chartered  mutual  life  insurer. 

They  can  offer  you  mutual  funds,  including 
several  cited  for  consistently  superior  performance 
by  organizations  like  Lipper  Analytical  Services* 

They  can  satisfy  your  interest  in  real  estate 
investments.  Employee  benefits  programs.  Finan 
cial  planning. 

These  are  experienced,  knowledgeable, 
local  professionals  who  recognize  that  building 
long-term  relationships  is  fundamental  to  helping 
them  build  and  shape  their  clients'  financial  future 

To  receive  a  free  brochure  about  our  prod- 
ucts and  services,  as  well  as  the  name  of  your  loca 
representative,  phone  1-800-222-2725,  Ext.  332 

The  New  England.  Your  Financial  Partner 
Your  Financial  Future. 
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Analytical  Sovfca  Im  It  an  Independent  -urvut- which  monitors  the  perform-un  rot 
over  1200  mutual  funds 


Mini  masters  of  disaster 


Stanley  Chesley  may  be  the 
best-known  lawyer  at  the 
scene  of  a  disaster,  but  he  is  by  no 
means  the  only  one.  Others  like 
him  have  figured  out  that  there  are 
big  bucks  to  be  had  in  these  cases, 
and  many  have  carved  out  niches 
for  themselves. 

Want  to  sue  an  airline?  The  "avi- 
ation guys,"  as  Chesley  refers  to 
them,  will  gladly  help  you  out. 
There's  Donald  Madole  of  Wash- 
ington, D.C.'s  Speiser,  Krause  & 
Madole;  Lee  Kreindler  of  New 
York's  Kreindler  &  Kreindler;  F. 
Lee  Bailey  of  Boston  and  West 
Palm  Beach.  All  pride  themselves 
on  their  aviation  knowhow  and 
connections  in  the  Pentagon  and 
Federal  Aviation  Administration. 

Among  them,  the  litigation  fly- 
boys  have  sued  Air  Florida  for  the 
crash  of  one  of  its  Boeing  737s  into 
Washington,  D.C.'s  Potomac  River 
in  1982,  and  Turkish  Airlines  for 
the  1974  Paris  crash  of  a  DC-10 
that  left  346  dead.  They  are  also 
involved  in  litigation  over  the 
downing  of  a  Korean  Air  Lines  747 
by  the  Soviet  Union  in  1983. 

If  it's  a  drug  product  liability 
case  you're  interested  in,  there's 
Larry  Charfoos  of  Detroit's  Char- 
foos  &  Christensen  or  Barry  Nace 
of  Washington,  D.C.'s  Paulson, 
Nace  &  Norwind.  Remember  the 
drug  DES,  used  to  prevent  miscar- 


riages, which  was  linked  to  cancer 
in  female  offspring?  Charfoos 
spent  12  years  bringing  those  cases 
against  the  drug's  12  different 
manufacturers,  with  eventual  suc- 
cess. Nace,  meanwhile,  has  been 
trying  Bendectin  cases  and  actually 
winning  some.  Even  the  master  of 
disaster  himself  didn't  pull  that 
one  off. 

Want  to  sue  someone  for  envi- 
ronmental waste  or  a  nuclear  di- 
saster? Ring  up  Philadelphia's  Da- 
vid Berger  of  Berger  &  Montague, 
who  has  handled  the  Three  Mile 
Island  disaster.  These  days  he's  su- 
ing Ashland  Oil  for  its  part  in  a 
ruptured  oil  tank  catastrophe  in 
January  that  spilled  over  a  million 
gallons  of  diesel  fuel  into  the  Mo- 
nongahela  River. 

And,  of  course,  there  are  the  gen- 
eralists.  Most  are  regulars  in  Ches- 
ley's  joint  ventures,  and  they  con- 
sider themselves  men  for  all  sea- 
sons. Louisiana  lawyers  Wendell 
Gauthier  and  John  Cummings  HI, 
Washington,  D.C.'s  John  Coale, 
the  aging  Melvin  Belli  and  new- 
comer Will  Kemp  of  Las  Vegas  are 
all  likely  to  be  early  in  court  when 
disaster  strikes.  Hotel  fires  are  a 
favorite  with  this  group;  almost  all 
are  involved  in  the  litigation  over 
the  fires  that  swept  through  Las 
Vegas'  MGM  Grand  Hotel  and  San 
Juan's  Dupont  Plaza  Hotel. — D.F. 


the  plaintiffs'  counsel  committee  for 
at  least  ten  major  disaster  litigations 
in  recent  years,  and  he  has  been 
named  chairman  or  cochairman  of 
five  of  them. 

Since  lead  counsel  committee 
members  put  up  the  work — and  mon- 
ey— to  develop  the  case,  they  share 
both  as  lawyers  and  as  venture  capi- 
talists. If  the  plaintiffs  win  the  case, 
the  lead  counsel  gets  a  hefty  share  of 
the  fees.  In  the  Beverly  Hills  Supper 
Club  litigation,  Chesley  as  chairman 
kicked  in  some  half  a  million  dollars 
and  much  time;  he  got  back  upwards 
of  $3  million  of  the  total  $49  million 
award.  And  in  the  Agent  Orange  liti- 
.  gation,  a  federal  judge  let  stand  a  con- 
troversial and  novel  fee  structure  that 
awarded  Chesley  and  eight  others 
three  times  their  initial  $200,000  or 
so  investment.  The  fee  award  is  now 
being  appealed. 

Although  clients  are  technically 
responsible  for  fees,  the  lead  counsel 
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members  can  lose  their  entire  stake  if 
the  plaintiffs  lose.  In  1985  Chesley 
tried  a  class-action  product  liability 
case  in  a  Cincinnati  federal  court 
against  the  makers  of  the  pregnancy 
antinausea  drug  Bendectin  on  behalf 
of  some  1,100  plaintiffs.  He  lost  the 
case — and  $  1  million  in  upfront  costs 
along  with  it.  (That  verdict  is  now  on 
appeal.)  When  the  federal  district 
court  in  New  York  sent  the  Bhopal 
case  back  to  India  in  1986  for  trial  in 
the  Indian  courts,  Chesley  was  auto- 
matically out  some  $200,000  in  up- 
front costs. 

Chesley  is  too  shrewd  to  take  many 
hits  like  that,  however,  and  col- 
leagues in  the  plaintiffs'  bar  seem  to 
resent  and  despise  his  success.  Some 
of  them,  including  members  of  the 
prestigious  Association  of  Trial  Law- 
yers of  America,  whisper  behind  his 
back  that  Chesley  violates  legal  rules 
of  ethics  concerning  client  solicita- 
tion and  that  he  has  been  the  subject 
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THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  $40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 
New  England  Mutual  Life 
Insurance  Company 
America's  oldest  chartered  mutual 
life  insurance  company,  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Croup 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 
Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis,  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 
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Two  with  everything 


One  serves  contemporary 
tastes.  Wagoneer  Limited 
comes  with  more  than  enough 
interior  room  to  comfortably 
surround  five  adults  and  their 
cargo  in  complete  luxury  and 
goes  with  more  power  to  carry 
them  than  any  vehicle  in  its 
tla^s,  a  177  horsepower  4.0 
litre  engine  st,    idard. 


Another  caters  to  even 
larger  appetites  for  luxury. 
Grand  Wagoneer  satisfies  the 
first-class  traveling  comfort  of 
six  adults  and  will  tow  up  to 
2Vi  tons  with  its  massive  5.9 
litre  V8  power. 

For  further  information,  call 
toll-free  1-800-JEEP-EAGLE. 


Both  give  you  everything 
you  expect  in  fine  luxury  ca 
plus  added  peace  of  mind  a 
the  flick  of  a  switch:  Jeep 
4-wheel  drive  capability  to 
take  you  anywhere  you  wai 
toga 


Only  in  a  Jeep  Wagoneer 


Jeep 


Eagle 


of  an  ATLA  ethics  investigation.  Nice 
dirt,  but  where's  the  proof?  Despite 
the  fact  that  lawyers  like  to  crow 
about  dealing  only  in  facts,  not  a  sin- 
gle Chesley-hater  contacted  by 
Forbes  could  produce  a  single  piece  of 
credible  evidence  to  support  his 
claims. 

The  backbiting  plainly  bothers 
Chesley,  but  it  hardly  stops  him.  "To 
get  standing  in  a  case  you  need  a 
plaintiff,"  he  says. 

His  peers  notwithstanding,  Chesley 
craves  respectability  and  is  extremely 
proud,  for  example,  to  have  been  re- 
cently selected  to  serve  as  chairman 
of  the  board  of  trustees  of  the  Univer- 
sity of  Cincinnati.  Yet  he  also  relishes 
the  flash  and  extravagance  that  his 
early  years  as  a  Cincinnati  shoe  sales- 


man denied  him.  Thus,  he  often 
sports  a  gold  Rolex  watch,  yet  he  un- 
obtrusively dons  an  understated 
watch  with  a  leather  wristband  when 
entering  a  courtroom.  He  swooshes 
around  Cincinnati  in  a  $60,000  Mer- 
cedes 500SEL  sedan.  For  sheer  lavish- 
ness,  his  firm's  walnut-paneled  of- 
fices are  said  to  be  unmatched  by  any 
in  town  save  those  of  financier  Carl 
Lindner. 

Chesley  is  an  immensely  practical 
man.  For  example,  he  refuses  to  take 
tobacco,  firearms  or  liquor  cases. 
Why?  Not  for  reasons  of  conscience, 
but  because  he  doesn't  think  them 
worth  the  trouble.  "I  think  the  public 
has  received  fair  and  adequate  warn- 
ing on  those  products,"  he  says.  Yet 
this  practical  man  has  his  emotional 


side:  Though  he  confronts  violent 
death  daily  in  his  work,  the  idea  of 
dying  frightens  him  visibly.  Taunting 
him,  two  colleagues  once  had  a  coffin 
with  his  photograph  taped  to  the  lid 
delivered  to  his  reception  room.  Ches- 
ley refused  to  emerge  from  his  office 
until  a  secretary  had  arranged  to  have 
it  removed  from  the  premises. 

Chesley  may  draw  some  solace 
from  the  fact  that  his  name  produces 
similar  reactions  on  the  part  of  insur- 
ance and  business  executives  alike.  In 
his  pursuit  of  credibility  and  respect, 
Stanley  Chesley  has  helped  turn  the 
plaintiffs  bar  from  a  ragtag  army  of 
ambulance  chasers  into  a  force  that 
strikes  fear  into  the  hearts  of  even  the 
biggest,  most  powerful  corporate  de- 
fendants in  the  country.  ■ 


The  Up  &  Comers 


Merchandisers 


Elliot  faffes  wife  opened  a  fashion  dis- 
count store  26  years  ago  with  a  few  thou- 
sand dollars.  Today  the  faffes'  Dress  Barn 
chain  is  worth  $244  million,  and  growing. 

Macy's  buyer 
makes  good 


By  Alyssa  A.  Lappen 


In  1949  Elliot  Jaffe  graduated 
from  the  Wharton  School  and 
went  to  work  at  Macy's  in  New 
York  City.  For  the  next  six  years  Jaffe 
bought  baby  carnages  and  girls 
sportswear  for  the  big  retailer,  then 
became  a  supervisor.  In  1962  he  no- 
ticed the  success  that  Caldor,  then  a 
young  Connecticut  chain,  was  enjoy- 
ing by  selling  discounted  typewriters 
and  television  sets.  Jaffe,  .16  at  the 
time,  convinced  his  wife,  Roslyn,  that 
women's  fashion  apparel  could  be  dis- 
counted, too.  She  volunteered  to  open 
i  stoic  in  Stamford,  Conn,  with 
$5,000  ot  their  savings.  They  called  it 
the  Dress  Barn. 
"It  was  a  concept  waiting  to  hap- 
faffe  recalls.  He  was  right.  Prof- 


its from  Roslyn's  store  began  rolling 
in,  enabling  Jaffe  to  quit  Macy's  and 
open  two  more  Dress  Barn  stores  m 
the  wealthy  suburbs  of  Wilton,  Conn, 
and  Mount  Kisco,  N.Y. 

Did  the  Jaffes  fiddle  with  their  con- 
cept? Diversify?  They  did  not.  "For  26 
years,  we  have  kept  the  same  formu- 
la— quality  labeled  fashions  at  a  20% 
to  50%  discount  from  department 
store  puces,"  says  Elliot  faffe,  now  61 
and  slight,  trim  and  tanned.  "We  have 
never  carried  seconds  or  irregulars." 

Consistency  has  made  Dress  Barn  a 
307-store  chain  doing  business  in  26 
states,  mostly  on  the  East  Coast  and 
in  the  Midwest.  Sales  have  more  than 
doubled  since  1984  (to  $181  million  in 
the  last  12  months),  while  earnings 
have  quintupled  (to  nearly  $14  mil- 
lion!  Dies-      mi's  42%  return  on  eq- 


uity in  the  same  period  is  double  the 
median  return  for  apparel  retailers.  Its 
7.6%  aftertax  margin  outdistances 
even  astute  specialty  retailers  like 
Charles  Lazarus'  Toys  "R"  Us. 

As  Jaffe  tells  it,  the  creation  of 
Dress  Barn  was  easy.  It  wasn't.  At 
first,  few  top-line  manufactuers  saw 
any  benefit  in  putting  first  quality 
clothes  on  Dress  Barn's  off-price 
racks.  Sell  to  the  Jaffes  at  a  discount? 
Forget  it.  Jaffe  was  often  forced  to  buy 
at  full  wholesale  prices  through  his 
contacts  from  Macy's.  Some  manu- 
facturers insisted  that  their  labels  be 
cut  out  before  Jaffe  knocked  their 
goods  down.  To  get  around  this  hur- 
dle, Jaffe's  label  snippers  managed  to 
leave  a  tantalizing  letter  or  two  on  the 
garment — the  two  E's,  say,  in  an 
Evan-Picone  label — and  his  salespeo- 
ple filled  in  the  blanks.  Shrewd  mer- 
chandising, that.  What  customer 
doesn't  like  to  think  he  or  she  is  get- 
ting such  a  deal  that  the  manufacturer 
is  loath  to  acknowledge  it? 

By  the  mid-Seventies,  Dress  Barn 
had  1 8  stores  and  enough  buying  clout 
that  manufacturers  like  Liz  Clai- 
borne, Ciao,  Jones  New  York  and  Cal- 
vin Klein  Sport  were  all  happy  to  sell 
to  Jaffe,  labels  included.  Operating 
from  no-frills  offices  next  to  a  Stam- 
ford warehouse,  Jaffe  was,  after  all,  a 
steady  customer  who  paid  his  bills  on 
time — not  always  a  business  practice 
among  fashion  retailers.  Most  impor- 
tant, he  asked  for  none  of  the  conces- 
sions regularly  demanded  by  depart- 
ment stores — the  cooperative  adver- 
tising allowances,  return  privileges  or 
subsidies  to  guarantee  a  store's  gross 
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Street  smart. 

Doing  business  in  Tokyo  is  a  lot  like  catching  a  cab  there:  you've  got  to- 
be  in  the  right  place  at  the  right  time.  United  helps  by  Hying  you  to  Tokyo 
from  more  U.S.  cities  than  am  other  airline. 

Along  the  way,  you'll  enjoy  Friendly  Skies  service  that  pro\  ides  the  best 
in  international  travel.  Including,  in  First  Class,  sleeper  seats;  and,  on  the 
ground,  our  exclusive  Concierge  Service. 

It's  the  smartest  way  to  go.  United.  Rededicated  to  tfi\  ing  you  the  service 
you  deserve.  Come  i'lv  the  friendly  skies. 
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okyo  •  Osaka  •  Hong  Konc  •  Seoul  •  Taipei  •  Sydney  •  Melbourne  •  Beiiing  •  Shanghai  •  Auckland  •  Singapore  •  Manila  •  Bangkok,    i* 


Dross  Barn's  Elliot  Jaffe 

Consistently  shrewd  merchandising  and  sharp  real  estate  deals. 


margins. 

By  giving  Jaffe  20%  to  40%  dis- 
counts, manufacturers  found  they 
could  fill  otherwise  unused  capacity 
at  foreign  contract  suppliers.  Or  clear 
out  unwanted  stock  late  in  the  sea- 
son. Last  fall,  for  example,  when  mil- 
lions of  sweaters  were  sitting  unsold 
on  the  shelves  of  the  Gap  and  the 
Limited,  Dress  Barn  was  helping  im- 
porters clear  out  their  slow-moving 
woolens  at  steep  discounts  and  selling 
them  for  as  little  as  $20. 

"There  is  no  substitute  for  the  right 
merchandise,"  says  Burt  Steinberg, 
head  of  Dress  Barn's  merchandising. 
But  the  goods  have  to  move,  too.  To 
make  sure  they  do,  Steinberg  hires 
only  experienced  buyers  from  Bloom- 
ingdale's  and  other  big  retailers  and 
pays  them  handsomely — up  to 
$70,000  a  year,  plus  bonuses  and  prof- 
it sharing.  Each  of  Dress  Barn's  eight 
buyers  is  responsible  for  pricing  the 
$25  million  or  so  of  merchandise  he  or 
she  purchases  each  year.  If  the  gross 
margins  on  the  goods  sold  exceed 
company  plans,  the  responsible  buyer 
collects  a  fat  performance  bonus, 
bringing  total  compensation  (exclud- 
ing stock  and  options)  to  over  $90,000 


in  a  decent  year. 

When  he  and  Roslyn  were  starting 
out,  Jaffe  often  bought  property  and 
built  stores.  By  the  mid-1970s,  how- 
ever, he  decided  to  expand  faster  by 
leasing  stores  from  developers  of  strip 
shopping  centers  in  middle-class  sub- 
urbs. With  plans  to  open  stores  at  a 
rate  of  around  60  a  year,  Jaffe  now  has 
as  much  influence  with  the  develop- 
ers who  lease  him  space  as  with  the 
manufacturers  who  sell  him  dresses. 
Annual  sales  in  each  of  Dress  Barn's 
stores  average  more  than  $170  per 
square  foot — and  Dress  Barn  won't 
sign  a  lease  unless  it  can  terminate 
that  lease  if  a  new  store  fails  to  gener- 
ate at  least  $150  per  square  foot.  Jaf- 
fe's  daughter  Elise,  32,  handles  most 
real  estate  negotiations  for  the  com- 
pany. Landlords  go  along,  she  says, 
because  Dress  Barn  spends  a  high  2% 
of  its  sales  on  advertising.  This  both 
helps  Dress  Barn  keep  its  stores'  sales 
high  and  builds  traffic  for  the  land- 
lords' other  stores. 

If  Dress  Barn's  dresses  sell  at  attrac- 
tive discounts,  its  stock  does  not.  The 
shares  have  dropped  from  a  high  of 
last  June  to  a  recent  1 1.  But  even 
at  that  price,  the  company  is  selling  at 


a  steep  18  times  trailing  earnings,  and 

16  times  estimated  earnings  for  1988. 
That's  a  rich  price  in  an  uncertain 
market.  The  optimists  justify  the 
price  by  citing  Jaffe's  growth  plans: 
Last  year  he  installed  a  computerized 
distribution  system  that  will  accom- 
modate up  to  625  stores,  the  number 
he  intends  to  approach  by  1993. 

Can  Jaffe  produce  the  growth  that  is 
already  factored  into  Dress  Barn's 
market  value?  No  guarantees,  but  he 
might.  Alex.  Brown  &  Sons  retailing 
analyst  Fred  Wintzer  notes  that  Dress 
Barn  is  unrepresented  in  hundreds  of 
markets  with  high  concentrations  of 
the  career  women  who  are  Dress 
Barn's  best  customers — and  who  will 
likely  remain  so  if  the  economy 
slumps.  Dress  Barn  has  yet  to  open  in 
Delaware,  for  example,  and  has  only 

17  stores  on  the  West  Coast.  Dress 
Barn  has  no  debt  and  more  than  $26 
million  ($1.16  a  share)  in  cash,  and  ( 
has  ample  financial  resources  to  fund 
growth  into  new  markets. 

With  $93  million  of  Dress  Barn 
stock  under  his  and  his  family's  belts, 
Elliot  Jaffe  has  come  a  long  way  from 
the  racks  down  at  Macy's.  But  he 
shows  no  signs  yet  of  slowing  down.  ■ 
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Introducing  Canon's  NP-3000  Custom  Series. 

For  Serious  Customers. 


Now,  choosing  the  right  copier  is  as 
;y  as  making  great  copies.  With  Canon's 
n  NP-3000  Custom  Series. 

Four  full-featured  copiers  with  options 
,t  let  you  customize  your  copying  per- 
nance.  And  automatic  features  that  let 
j  perform  even  the  most  sophisticated 
Dy  functions.  With  a  simple  touch. 

You  can  reduce  or  enlarge.  From  64% 
the  way  up  to  200%.  And,  by  adding 
•  optional  CD  unit,  you  can  access 
non's  dual  color  copying  capability. 


Depending  on  the  copier  you 
choose,  you'll  find  advanced  features  like 
automatic  overlay  and  automatic  two- 
sided  copying.  Or,  a  versatile  Image  Editor 
that  lets  you  create  entirely  new  images 
right  on  the  copier.  Quickly  and  easily. 

What's  more,  you  can  opt  for  a 
recirculating  document  feeder  for  multiple 
two-sided  copies,  a  sorter  system,  even  a 
large  capacity  paper  deck. 

The  choice  is  yours.  Because  when 
you  choose  Canon,  you  get  a  copier 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  (or  details  at  participating  Canon  dealers  and  retailers 
Available  only  m  US 


designed  for  your  specific  needs.  With 
quality  built  right  here  in  America,  at  our 
new  manufacturing  plant  in  Virginia. 

Canon's  NP-3000  Custom  Series 
copiers.  Serious  performance  for  serious 
customers. 

Canon 

PLAIN  PAPER  COPIERS 


WP> 


3000^£*SERIES 


For  more  information,  call  loll  free  1-800-OK  CANON.  Or  write  Canon  US  A  .  Inc .  PO  Box  5023,  Clifton,  N.J  07015  ©  1988  Canon  USA  .  Inc 


For  six  years  or  so  Del  E.  Webb  Corp. 
Chairman  Robert  Swanson  claimed  that 
turnaround  was  just  around  the  corner. 


Wrong  corner 


By  John  H.  Taylor 


Del  E.  Webb  Corp.'s  ex-chair- 
man, Robert  K.  Swanson, 
seems  to  be  quite  good  at  mar- 
ket timing.  Last  July  31,  with  Webb 
stock  selling  near  a  52-week  high  of 
26'/2,  Swanson  unloaded  nearly  two- 
thirds  of  his  holdings  for  $1.8  million. 
Other  shareholders  should  have  been 
so  lucky.  Three  months  later  Webb 
announced  a  $65.6  million  third-quar- 
ter loss,  wiping  out  4'/2  years  of  prof- 
its. Swanson  resigned  that  day,  citing 
ill  health.  Webb  stock  fell  to  8  (where 
it  has  stayed  ever  since)  and  the  Phoe- 
nix-based company  announced  it  had 
suspended  its  dividend. 

Interestingly,  while  Swanson  was 
dumping  his  stock,  two  large  investor 
groups,  one  headed  by  New  Zealand 
financier  Ron  Bnerley,  the  other  by 
Los  Angeles-based  Hecco  Ventures, 
were  buying  just  under  10%  each  of 
the  company.  When  Swanson  met 
with  representatives  of  both  groups  in 
August,  he  neglected  to  mention  that 
he'd  sold  most  of  his  stock.  Each 
group  now  has  paper  losses  of  about 
$10  million. 

Swanson,  a  55-year-old  former  Gen- 
eral Mills  vice  president,  declined  to 
talk  with  Forbes.  He  lives  in  Paradise 
Valley,  an  elegant  Phoenix  suburb. 

Little  doubt,  though,  that  Swanson 
walked  out  on  a  well-known  compa- 
ny with  declining  net  worth  (the  com- 
pany estimates  that  1987  losses  will 
total  $90  million)  and  scant  hope  for 
survival.  Swanson  cannot  escape 
blame  for  the  plight.  From  1983 
through  1986,  for  example,  he  sold 
Webb's  most  valuable  real  estate  to 
beef  up  annual  operating  earnings. 
These  high-flying  results  allowed 
Swanson  and  other  top  Webb  officials 
to  collect  huge  bonuses:  Swanson 
earned  nearly  $1  million  in  bonuses 


between  1984  and  1986,  in  addition  to 
his  $1.1  million  salary. 

Swanson  arrived  at  Webb  in  1981, 
inheriting  a  company  with  assets  of 
$358  million  and  loads  of  problems.  A 
disastrous  decision  by  prior  manage- 
ment to  pour  hundreds  of  millions  of 
dollars  into  casinos  in  Nevada  and 
Atlantic  City  had  loaded  the  company 
with  debt  and  left  it  with  seven  rapid- 
ly deteriorating  and  mostly  unprofit- 
able casinos,  including  one  of  Atlan- 
tic City's  biggest  losers,  the  Claridge. 

Swanson  promptly  sold  the  Phoe- 
nix headquarters  and  several  resort 
hotels,  including  the  Sahara  Las  Vegas 
Hotel  &  Casino.  He  bought  out  the 
company's  joint  venture  partner  at  its 
giant  Sun  City  and  Sun  City  West 
retirement  communities  outside 
Phoenix  for  $8.4  million  in  cash.  And 


Del  Webb's  Robert  A  Swanson  ( left  I  and  Philip  Dion 
Selling  land  for  quick  profits  and  fat  bonuses. 
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ie  sold  Webb's  Claridge  and  three  Ne- 
ada  casinos — the  Mint  in  Las  Vegas, 
he  High  Sierra  in  Stateline  and  the 
Nevada  Club  in  Laughlin — to  two 
imited  partnerships  for  a  total  of  $74 
trillion  in  cash. 

Some  sale.  In  order  to  get  the  limit- 
d  partners  to  go  for  the  deal,  the 
ompany  agreed  to  assume  most  of 
lie  liability  if  the  partnerships  could 
iot  meet  their  debt  from  the  casinos' 
evenues.  They  couldn't.  In  the  third 
luarter  of  1987  Webb  took  $69  mil- 
ion  in  writedowns  and  loss  reserves 
o  cover  losses  at  the  Claridge. 

The  Nevada  casinos,  which  Webb  is 
iow  buying  back,  also  operated  in  the 
ed  until  1987.  Not  that  this  should 
ome  as  news  to  Webb  officials. 
When  we  sold  those  properties  to  the 
lartnerships,  the  idea  was  to  put  the 


Rahn  &  Associates 


casinos  in  the  closet  for  a  while,  to  get 
them  off  the  balance  sheet,"  says  a 
former  high-level  Webb  executive. 
"We  knew  there  was  a  good  chance 
we  would  get  them  back." 

Also  between  1983  and  1986,  Webb 
sold  7,000  of  its  13,000  acres  of  unde- 
veloped land  in  Sun  City  West.  In  the 
process,  Webb  eliminated  its  source 
of  profits  for  the  next  20  years  in  re- 
turn for  about  $58  million  in  pretax 
operating  profits  (and  the  accompany- 
ing executive  bonuses). 

Were  the  sales  good  ones  for  the 
company?  Hardly.  "Companies  that 
bought  land  from  Webb  were  reselling 
it  at  a  profit  before  they  even  closed," 
says  John  Michael  Powers,  formerly 
one  of  Webb's  commercial  real  estate 
honchos  and  now  a  Phoenix  real  es- 
tate broker. 

Swanson's  successor,  Philip  Dion,  a 
laconic  43-year-old  who  openly  feud- 
ed with  Swanson  most  of  last  year,  is 
trying  to  repair  the  damage.  He  quick- 
ly announced  plans  to  eliminate  more 
than  half  the  corporate  staff  and  split 
the  company  into  real  estate  and  lei- 
sure divisions.  He  is  now  groping  for 
an  acquisition,  most  likely  an  S&L  or 
a  bank,  to  provide  the  steady  source  of 
profits  missing  for  the  past  decade. 
"The  number  one  priority  is  to  create 
new  and  predictable  sources  of  in- 
come," Dion  says. 

But  whether  Dion  will  get  the  time 
to  implement  his  plan  is  anybody's 
guess.  Webb's  two  large  shareholders, 
Hecco  Ventures  and  Brierley's  Indus- 
trial Equity  Pacific  of  Hong  Kong,  are 
both  mired  in  regulatory  reviews  by 
the  New  Jersey  and  Nevada  casino 
commissions  and  are  unlikely  to  buy 
more  stock  until  those  reviews  are 
complete.  If  they  gain  clearance  and 
enhance  their  holdings,  they  may 
well  press  for  liquidation,  for  Webb's 
parts  look  a  lot  more  valuable  than 
the  whole.  Says  Dion,  "At  the  right 
price,  everything  is  for  sale,  including 
the  whole  company." 

Because  of  the  casinos,  the  compa- 
ny itself  is  probably  worth  no  more 
than  $50  million  to  $70  million.  But  if 
sold  separately,  the  Sun  City  division 
could  fetch  between  $75  million  and 
$125  million.  A  river-rafting  and  ma- 
rina operation  that  Webb  owns  on 
Lake  Powell,  between  Arizona  and 
Utah,  is  worth  at  least  $25  million. 
The  company  might  find  someone  to 
take  a  flier  on  the  Nevada  Club,  but 
Webb's  $20-million  obligation  on  the 
Claridge  probably  will  wind  up  being 
written  off.  Even  with  the  writeoff, 
analysts  estimate  that  in  a  liquidation 
the  company  might  fetch  something 
like  $18  a  share,  more  than  twice  the 
recent  stock  price  of  8.  ■ 
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Why  give 

the  common, 

when  you  can  give 

the  preferred. 


Tanqueray  Gin. 
A  singular  experience. 

Send  a  gift  of  Tanqueray  Gin 
anywhere  in  the  U.S.A.  Call  1-800-243-3787 

TANQUERAY  «  IMPORTED  ENGLISH  GIN.  100"o  GRAIN  NEUTRAL  SPIRITS.' 
94  6PR00EIMP0RTE0BY  DISTILLERS  SOMERSET  NY.  NY  ©  1987 


If  the  product  is  complicated  and  price- 
shopping  is  difficult,  does  it  make  sense  to 
give  the  buyer  a  good  deal?  Northwestern 
Mutual  Life  thinks  so. 


Shopping  for  life 


By  Laura  R.  Walbert 


When  you  buy  participating 
whole  life  insurance,  you 
may  be  making  a  lopsided 
bet.  The  agent  shows  you  an  illustra- 
tion of  what  the  insurer  expects  to  pay 
in  dividends  over  the  years.  If  the  in- 
surer does  poorly  with  its  invest- 
ments, you  get  less.  But  if  it  does  well, 
you  might  not  get  much  of  the  wind- 
fall. The  company  may  simply 
use  those  excess  returns  to  lure 
new  customers  with  better  deals. 

In  this  market,  the  tactics  of 
Milwaukee-based  Northwestern 
Mutual  Life  Insurance  are  a  little 
unconventional.  It  has  a  habit  of 
attracting  new  customers  by  giv- 
ing away  money  to  old  ones. 

In  1980,  following  a  prolonged 
runup  in  interest  rates,  North- 
western gave  a  bonus  to  existing 
policyholders   by   increasing  in- 
surance and  raising  future  cash 
values  without  hiking  premiums. 
For  the  same  premium,  a  20-year- 
old  $100,000  policy  took  on  a  death 
benefit  of  $118,460.  Annual  buildup 
of  the  cash  values  was  increased  to 
7.2%,  from  6.5%. 

At  the  time,  Joseph  Belth,  editor  of 
the  trade  newsletter  Insurance  Forum, 
wrote,  "It  is  rare  indeed  to  find  a  com- 
pany devoting  such  effort  to  a  pro- 
gram whose  primary  purpose  is  to  im- 
prove the  position  of  existing  policy- 
holders rather  than  to  attract  new 
policyholders."  Says  James  Ramenda, 
an  insurance  analyst  with  Hartford- 
based  Conning  &  Co.,  "The  percep- 
tion [that)  Northwestern  is  genuinely 
concerned  for  policyholders  is  univer- 
sal in  the  industry." 

Does  this  kind  of  marketing  make 
sense?  Probably  not  for  all  producers 
in  an  industry,  but  there  is  room  for  a 
few  to  do  business  this  way.  It's  like 


an  employer  that  grants  gratuitous 
cost-of-living  raises  to  retirees.  That 
may  cut  into  the  money  it  has  to 
attract  new  hires,  yet  it  may  still  be  a 
smart  move. 

In  1967  Northwestern  charged  a  35- 
year-old  nonsmoking  male  an  initial 
premium  of  $241  a  year  for  a  $10,000 
whole  life  policy.  That  looked  worse 
than  Prudential's  $218  or  Metropoli- 
tan Life's  $230.  But  now  figure  in  the 
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Nortbu  estern  's  Dotmld  Schuenke 
Keep  it  simple. 


dividends  over  20  years  and  the  time 
value  of  money.  Assuming  a  cost  of 
money  of  5%,  the  Northwestern 
whole  life  cost  $125  a  year,  against 
$164  for  the  other  two,  according  to 
recent  ratings  by  Best  &  Co. 

How  can  Northwestern  afford  to  be 
so  generous?  By  catering  to  a  well- 
heeled  clientele  with  low  mortality 
rates.  Northwestern  ranked  lowest  in 
mortality  among  19  large  insurers 
over  most  of  the  past  two  decades. 
The  tenth-largest  U.S.  insurance  com- 
pany, with  $22  billion  in  assets  and 
$150  billion  of  life  insurance  in  force, 
Northwestern  stacks  up  well  in  pro- 
ductivity, too,  thanks  to  its  high  re- 
newal rates.  Northwestern's  renewal 
premiums  grew  41%  between  1982 
and  1986,  more  than  three  times  the 
rate  for  Prudential  and  Mass.  Mutual. 
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Only  6%  of  Northwestern's  policy- 
holders let  their  policies  lapse  each 
year,  two-thirds  the  industry  average. 
Northwestern  also  says  that  it 
keeps  costs  down  by  keeping  the  prod- 
uct simple.  It  sells  only  life  insurance, 
disability  insurance  and  annuities. 
Northwestern  refused  to  sell  univer- 
sal life,  the  hot  new  insurance  product 
in  the  early  1980s.  The  trouble  with 
universal  life,  according  to  Donald 
Schuenke,  Northwestern's  president, 
is  that  policyholders  can  skip  premi- 
um payments.  The  resulting  uncer- 
tain cash  flow  creates  havoc  for  in- 
vestment managers.  Schuenke  likens 
it  to  a  mortgage  where  the  borrower 
has  the  option  to  pay  or  not.  "Over 
some  period  of  time,  I  think  that 
would  be  doomed  to  failure,"  he  says. 
Agents'  commissions  are  in  line 
with  industry  averages — for  example, 
about  55%  of  the  first-year  premium 
on  a  whole  life  policy — but  agents 
have  to  produce  more  to  win  bonuses. 
Says  Robert  Carlson,  senior  vice  pres- 
ident and  head  of  marketing,  "We  pay 
less  for  mediocre  performance  than 
other  companies.  We  pay  the  same  or 
a  little  better  for  high  performance." 
But  the  agents  make  it  up  on  renew- 
als, since  customers  are  less  likely  to 
desert.  Thirty  percent  of  North- 
western's  agents  stick  around  for 
at  least  four  years,  twice  the  in- 
dustry average. 

Of  course,  the  company  has  its 
critics.  In  1983,  trying  to  fend  off 
a  rash  of  policy  loans  at  the  low 
rates  fixed  in  old  policies,  North- 
western retroactively  changed 
the  rules.  Henceforth  the  cus- 
tomers who  borrowed  against 
their  cash  value  at  those  low  rates 
would  sacrifice  some  dividend 
earnings  on  the  amount  bor- 
rowed. That  raised  the  effective 
—  cost  of  a  6%  loan  to  about  10%, 
more  in  line  with  the  return  North- 
western was  giving  up  in  liquidating 
chunks  of  its  portfolio  to  finance  the? 
loans.  The  self-appointed  consumer 
advocates  were  infuriated.  Schuenke  . 
explained  the  move  this  way:  If  we> 
had  let  the  borrowers  have  what  they 
wanted,  we'd  ultimately  have  to 
shortchange  the  customers  who 
didn't  borrow. 

Put  it  all  together  and  Northwest- 
ern can  afford  to  give  policyholders  a 
slightly  better  deal.  Why  do  so?  Life, 
insurance  is  confusing,  and  probably 
not  even  Northwestern's  customers 
know  what  to  make  of  those  interest- 
adjusted  figures  from  Best.  But  a  seg- 
ment of  the  market  does  respond  to  a 
sense  of  whether  it  is  being  treated 
fairly,  and  Northwestern  has  captured 
a  good  piece  of  that  market.  ■ 
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PRESENTING  THE  PEUGEOT  180HP  TURBOS. 

The  legendary  BMW  325.  By  many  car  enthusiasts  it's  regarded  as 
the  most  exhilarating  performance  sedan  you  can  drive  today. 

But  were  you  to  spend  a  few  minutes  on  a  test  track  behind  the 
wheel  of  the  new  Peugeot  Turbo  S,  you  might  well  be  convinced  that 
the  legend  is  riding  on  its  reputation. 

With  a  fully-integrated,  turbo-charged  engine  that  develops  180  hp 
and  205  Ibs./ft.  of  torque,  the  Peugeot  Turbo  S  would  rocket  you  from 
a  standing  start  to  a  speed  of  60  mph  in  a  heart-pounding  7.9 
seconds.  Pinning  you  to  your  infinitely-adjustable,  orthopedically- 
designed  bucket  seat  in  the  process.  The  less  muscular  121  hp  325 
would  require  a  full  10  seconds  to  accomplish  the  same  task. 

Next,  the  Turbo  S  would  whisk  you  through  the  quarter  mile  in  just 
16.3  seconds  while  the  325  would  need  more  than  another  second  to 
get  you  across  the  finish  line. 

Of  course  a  car  that  puts  this  kind  of  power  at  your  disposal  (even 


the  sound  system  features  12  speakers  and  200  watts  of  power)  would 
be  irresponsible  unless  it  were  designed  to  give  you  complete  control 
over  it.  That's  why  the  Peugeot  Turbo  S  is  equipped  with  fully  indepen- 
dent suspension,  precise  electronically  controlled,  variable-assist 
power  steering  and,  of  course,  computerized  ABS  braking. 

The  505  Turbo  S  offers  you  a  5-year/50,000-mile  power-train 
limited  warranty  and  arguably  the  best  roadside  assistance  plan 
available:  AAA.*  So  why  not  call  1  -800-447-2882  for  the  name  of  the 
Peugeot  dealer  nearest  you,  and  arrange  for  a  test  drive.  And  if  you 
emerge  from  it  a  little  too  excited,  you  know  what  to  do. 

•AAA  services  are  available  at  participating  AAA  offices  throughout  the  USA  and  Canada.  Membership  sub|ect  to 
the  rules  and  regulations  of  AAA, 

©1987  Peugeot  Motors  of  America,  Inc. 


NOTHING  ELSE  FEELS  LIKE  IT.™ 


TAKE  OFF  YOUR 
WING  TIPS  AND 
STAY  AWHILE. 

If  you've  got 
business  in  Asia, 
we  can  make  you 
very  comfortable. 

Because  we  have 
comfortable  one- 
airline  service 
and  schedules  to 
more  of  Asia,  from 
more  of  the  U.S., 
than  any  other 
airline. 

So  whether  it's 
Tokyo,  Hong  Kong, 
Seoul  or  any  other 
business  center 
there,  call  your 
travel  agent  or 
Northwest. 

Then  relax,  put 
your  feet  up.  And 
well  do  the  rest. 


LOOK  TO  US  $  NORTHWEST  AIRLINES 

INTERNATIONAL  RESERVATIONS  1-800-447-4747,  U  S  RESERVATIONS  1-800-225-2525.     >c  1988  Nor.hwes.  Airlines  Inc. 
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Although  the  U.S.  flag  still  flies  there,  Ha- 
waii looks  to  be  well  on  the  way  to  becom- 
ing an  economic  colony  of  Japan. 


A  mixed  blessing 


By  John  Heins 


Japan  would  be  glad  to  pur- 
chase some  of  America's  as- 
sets," says  Hiroshi  Kato,  eco- 
nomic adviser  to  former  Japanese 
prime  minister  Yasuhiro  Nakasone. 
"Hawaii,  for  example." 

It's  no  joke.  Virtually  unnoticed  on 
the  mainland,  in  the  last  two  years 
the  Japanese  have  invested  at  least 
$6.5  billion  in  real  estate  in  Hawaii. 
The    Japanese    own    two-thirds    of 


Hawaii's  major  hotels,  including  the 
Westin  Mauna  Kea  and  the  Hyatt  Re- 
gency Maui.  They  are  buying  large 
blocks  of  the  best  office  space  in  Ho- 
nolulu. Certain  residential  areas  and 
condominium  complexes  are  almost 
entirely  Japanese-owned. 

It  is  hard  to  estimate  what  percent- 
age of  Hawaii's  total  real  estate  the 
Japanese  now  control.  But  the  effect  of 
the  S6.5  billion  investment  on  the 
islands'  economy  dwarfs  the  influ- 
ence of  the  far  more  publicized  Japa- 


nese forays  into  California  ($4.5  bil- 
lion) or  New  York  ($3  billion). 

The  biggest  project  is  Ko  Olina,  a 
planned  $3  billion  joint  venture  be- 
tween local  developer  Herbert  Horita, 
Japanese  construction  giant  Kumagai 
Gumi  Co.  and  a  smaller  Japanese  de- 
veloper. Using  Kumagai's  money,  the 
venture  is  spending  $130  million  to 
lay  the  infrastructure — including  a 
450-slip  marina,  4  man-made  lagoons 
with  beaches  and  a  golf  course — on 
the  640-acre  project,  20  miles  west  of 
downtown  Honolulu.  It  will  soon 
start  selling  parcels  for  8  hotels,  5,200 
residential  units  and  a  retail  shopping 
center.  The  developers  plan  to  attract 
a  wealthier  clientele  than  Waikiki — 
hotel  rooms  will  probably  go  for  $300 
or  so  a  night.  To  most  Americans  that 
is  out  of  reach;  but  not  so  to  dollar- 
flush  Japanese. 

There's  more:  The  Japanese  are 
buying  restaurant  chains,  shopping 
centers,  golf  courses,  dairies,  con- 
struction companies,  even  guava 
farms.  Japan's  Tokai  University  is 
building  a  branch  campus  in  Honolu- 
lu. "There's  not  a  strong  enough  word 
to  describe  the  Japanese  influence  on 
Hawaii  the  past  two  years,"  says  Ho- 
nolulu developer  Bruce  Stark.  "In- 
credible doesn't  really  do  it  justice." 
The  state  is  only  six  hours  from  To- 
kyo by  air  and  has  always  been  a  pop- 


Constniction  at  Ko  Olina,  a  planned  S3  billion  resort  funded  by  the  Japanese 

Twenty  miles  west  of  downtown  Honolulu:  8  hotels  (probably  S300  a  night),  5,200  residential  units, 

shopping  center,  450-slip  marina,  4  lagoons  with  beaches  and  an  18-hole  golf  course. 
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ular  tourist  spot  for  the 
Japanese,  who  like  the 
tropical  weather  and  open 
spaces. 

Japanese  businessmen 
find  the  climate  equally 
attractive.  Look  at  the 
Azabu  Group,  a  privately 
held  Tokyo  company  in 
real  estate  development 
and  imported-car  sales. 
From  a  standing  start  in 
mid-1986 — using  loans 
collateralized  by  its  sky- 
high  Tokyo  real  estate — 
Azabu  has  spent  $565  mil- 
lion in  Hawaii  to  buy  six 
hotels,  a  shopping  center 
and  land  for  a  golf  course. 
Azabu  plans  to  spend  an- 
other $100  million  or  so 
over  the  next  few  years  to 
improve  the  properties. 

The  Japanese,  as  usual, 
are  paying  top  dollar.  Last 
April  Kokusai  Motorcars 
Co.,  a  taxi  operator  in  Japan,  paid  $319 
million  for  the  Hyatt  Regency  Maui — 
believed  to  be  the  highest  total  price 
ever  paid  for  a  U.S.  hotel.  Last  month 
Mitsui  Real  Estate  Development  Co., 
a  leading  Japanese  developer,  bought 
the  Amfac  Center  office  complex  in 
Honolulu  for  $140  mil- 
lion— $295  per  square 
foot,  nearly  2  Vi  times 
what  the  previous  owner 
paid  four  years  ago. 

Hawaiian  politicians 
and  business  leaders,  for 
the  most  part,  say  they  are 
delighted  with  the  Japa- 
nese expression  of  faith  in 
their  economic  future. 
This  fresh  investment  has 
turned  a  sluggish  econo- 
my into  a  greyhound.  By 
investing  in  renovations 
and  developments,  Japa- 
nese business  people  are 
creating  thousands  of 
jobs.  "This  has  always 
been  a  capital-poor  econo- 
my," says  Lawrence  John- 
son, vice  chairman  of 
Bank  of  Hawaii,  largest  in 
the  state.  "We  need  mon- 
ey from  outside  in  order  to 
grow.  The  Japanese  are 
providing  that  money." 
Adds  Frank  Fasi,  the  may- 
or of  Honolulu:  "What  dif- 
ference does  it  make  to  us 
whether  the  money 
comes  from  Los  Angeles 
or  Tokyo?" 

Both  men  have  a  point. 
Agriculture,  primarily 
sugar  and  pineapple,  will 


Shuhei  Okuda,  president.  Mitsui  Real  Estate's  Hawaiian  subsidiary 
"We  are  counting  on  raising  rents  as  soon  as  possible." 


never  recover  its  past  glory  in  Hawaii. 
Military  spending  has  stagnated.  Even 
the  giant  marijuana  industry  (source 
of  the  legendary  "Maui  Wowie")  is 
sluggish,  as  law  enforcement  officials 
crack  down.  But  spurred  by  construc- 
tion spending  and  a  big  increase  in 


Honolulu  Mayor  trunk  / um 

From  Los  Angeles  or  Tokyo,  money  is  money. 


Photos  bv  Bnjce  Asaio        _  .  . 

Japanese  tourists,  who 
now  account  for  nearly 
20%  of  all  visitors,  the 
state's  economy  grew  a  ro- 
bust 9%  last  year. 

"Leisure  is  becoming 
more  important  to  the  Ja- 
panese," says  Koichi  Ta- 
dokoro,  executive  vice 
president  of  Azabu  Realty, 
a  unit  of  Azabu  Group. 
Not  only  will  more  Japa- 
nese come  to  Hawaii,  he 
says,  but  they  will  alsc 
stay  longer.  And  leave 
more  money.  The  average 
Japanese  tourist  spend 
more  than  three  times  pei 
day  what  a  mainland  visi 
tor  does.  Walk  past  the 
finer  Waikiki  shops  on  a 
weekend  night  and  you'll 
see  Japanese  shopper; 
spending  their  dollars  on 
Gucci  handbags  and  Jo> 
perfume.  "It  looks  like  K 
mart  during  a  blue  light  special,' 
jokes  Gregory  Pai,  chief  economist  at 
First  Hawaiian  Bank. 

But  this  kind  of  business  activity 
inevitably  brings  resentment  in  its 
wake.  The  new  money  is  pouring  intc 
an  already  tight  property  market 
sending  prices  through 
the  roof.  The  average  price 
of  a  home  in  Honolulu 
where  three-quarters  of  all 
Hawaiians  live,  rose  34% 
last  year,  to  $281,200.  Sto- 
ries abound  of  Japanese 
riding  through  fashion 
able  areas  in  east  Honolu 
lu  in  limousines,  knock 
ing  on  doors  to  make  huge 
cash  offers  for  the  home; 
they  like.  Speculation  is 
rampant  in  certain  neigh 
borhoods.  A  2000-square 
foot  beachfront  home  ir 
the  Kahala  area  sold  for  $1 
million  in  1985,  was  re 
sold  for  $3.2  million  ir 
July  1987,  and  resole 
again  to  a  Japanese  buye; 
for  $5.9  million  twe 
months  later. 

Two  predictable  re 
suits:  First,  affordabh 
housing  will  become  ar 
even  worse  problem  thar 
it  is  now.  Second,  home 
owners  in  certain  area; 
will  probably  see  theii 
property  taxes  double  oi 
triple  with  their  nexi 
assessment. 

To  justify  the  price  Mit 
sui  paid  for  the  Amfac 
Center,       says       Shuhe 
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Okuda,  president  of  the  company's 
Hawaiian  subsidiary,  "we  are  count- 
ing on  the  ability  to  raise  rents  as  soon 
as  possible."  With  Honolulu  office  va- 
cancy rates  at  only  around  5%,  such 
rent  increases  will  probably  stick  for 
now  but  will  considerably  increase 
the  cost  of  doing  business  in  Hawaii — 
.  a  setback  for  current  tenants  and  for 
politicians  trying  to  draw  new  busi- 
i  ness  to  the  state. 

"We're  not  making  money  here,  be- 
cause of  our  acquisition  prices,  and 
i  won't  be  operating  comfortably  for 
another  three  to  five  years,"  admits 
Koichi  Tadokoro  of  Azabu,  echoing 
the  sentiments  of  other  Japanese 
'  managers.  He,  too,  plans  to  raise  room 
rates  sharply  at  Azabu's  hotels  after 
renovations  are  finished. 

The  Japanese  are  known  for  their 
long  payoff  horizons,  but  it  might  be 
much  longer  than  three  to  five  years 
before  many  start  seeing  any  decent 
returns.  As  they  raise  hotel  and  resort 
prices,  they  may  scare  away  many 
U.S.  mainland  tourists — still  65%  of 
all  visitors — who  may  opt  for  cheaper 
spots  like  Mexico. 

In  spite  of  the  general  enthusiasm 
for  all  this,  some  influential  residents 
of  Hawaii  are  far  less  than  thrilled. 
Wallace  Fujiyama,  a  respected  lawyer 
and  board  member  of  several  local 
companies,  warns:  "Some  of  these 
Japanese  speculators  are  raping  this 
state,"  he  says.  "They're  very  snob- 
bish and  cliquish.  People  here  bend 
over  backwards  for  the  Japanese,  but 
no  one  has  ever  really  looked  at 
whether  this  is  good  for  our  commun- 
ity." Adds  Mendel  Borthwick,  vice 
chairman  of  the  state's  largest  savings 
and  loan,  Honolulu  Federal,  "We're 
seeing  a  widening  gap  between  the 
haves  and  the  have-nots.  If  that  isn't 
addressed,  we'll  have  a  major  problem 
here  within  a  couple  of  years." 

Still,  so  far,  there  has  been  little 
public  outcry  against  the  Japanese. 
But  when  one  developer  planned  to 
ban  non-Japanese  from  a  recently 
bought  golf  course,  Mayor  Fasi  lead 
the  public  outcry  to  see  that  it  wasn't 
done.  "We're  not  going  to  let  them 
carve  out  a  piece  of  Honolulu  and 
make  it  a  suburb  of  Tokyo,"  Fasi  says. 

To  avoid  excessive  dependence  on 
Japanese  spending,  Hawaii  is  offering 
such  incentives  as  lower  taxes  to 
high-tech  firms  that  locate  in  Hawaii. 
The  state  wants  to  attract  financial 
exchanges  and  trading  operations  to 
Honolulu,  where  they  can  take  advan- 
tage of  Hawaii's  unique  time  zone. 
(The  Pacific  Stock  Exchange  is  very 
interested.)  Any  real  success  in  these 
areas  is  far  off,  however.  For  now,  as 
goes  Japan,  so  goes  Hawaii.  ■ 


The  1980s  have  not  been  kind  to  once 
proud  Texas  Instruments.  But  changes 
wrought  by  a  humbled  and  newly  flexible 
management  look  promising. 


No  more  hubris 


By  Kathleen  K.  Wiegner 

At  his  sprawling  house  in  the 
foothills  overlooking  Santa  Fe, 
i  N.M.  and  the  spectacular  de- 
sert beauty  of  the  Sangre  de  Cristo 
Mountains,  Mark  Shepherd,  chair- 
man of  Texas  Instruments,  leans  back 
in  his  easy  chair  and  talks  about  the 
glory  days  at  TI.  "Back  in  the  1970s 
we  were  the  Young  Turks,"  says 
Shepherd.  "And  I  suppose  you  do  get  a 
little  arrogant  when  you  have  success 
and  luck." 

Certainly  the  1980s  have  put  an  end 
to  arrogance  and  complacency  at 
many  U.S.  companies,  but  perhaps 
nowhere  is  this  more  true  than  at  TI. 
This  Dallas-based  maker  of  semicon- 
ductors, defense  electronics  and  com- 
puters roared  into  the  1980s  as  the 
world's  largest  semiconductor  suppli- 
er. It  was  a  power  in  consumer  elec- 
tronics and  computers — hailed  as 
America's  champion  in  the  forthcom- 
ing battle  with  the  Japanese.  Manage- 
ment unblinkingly  proclaimed  Texas 
Instruments  would  be  a  $15  billion 
company  by  1990.  It  is  far  short  of  the 
goal:  Last  year's  revenues  were  $5.6 
billion,  and  this  year's  will  be  perhaps 
$6.3  billion. 

TI  racked  up  losses  of  $145  million 
in  1983  and  $119  million  in  1985.  In 
semiconductors,  last  year  TI  ranked 
fifth  in  world  sales  behind  Japan's 
NEC,  Toshiba  and  Hitachi  and  U.S. 
rival  Motorola.  The  dream  of  going 
one-on-one  with  the  Japanese  in  con- 
sumer electronics  was  dead  by  1984. 
Computers?  Last  year  they  accounted 
for  a  meager  10%  of  TI's  sales. 

Beneath  this  humiliation,  Texas  In- 
struments has  made  considerable  pro- 
gress over  the  last  two  years  under 
Jerry  Junkins,   a  personable  29-year 


company  veteran  who  became  chief 
executive  in  1985.  Junkins  has  left 
much  of  TI's  highly  disciplined  man- 
agement structure  in  place — Tiers 
still  wear  color-coded  badges  denoting 
how  long  they  have  been  with  the 
firm,  for  example.  But  the  autocratic 
manner  in  which  the  company  was 
run  by  Shepherd  and  Fred  Bucy  is  dis- 
appearing. Notes  one  longtime  TI  em- 
ployee, "Jerry  hasn't  thrown  the  reins 
over  the  horse's  head,  but  he  has  re- 
laxed them  considerably." 

The  financial  news  out  of  TI  these 
days  is  also  encouraging.  Last  month, 
for  example,  TI  reported  earnings  for 
1987  of  $309  million,  up  from  $29 
million  a  year  earlier.  Semiconductor 
makers  enjoyed  a  boom  last  year — 
and  TI's  earnings  these  days  swing 
with  the  ups  and  downs  in  the  chip 
business.  But  Junkins  is  happy  to  take 
his  earnings  where  he  can  get  them. 
For  1988  estimates  are  TI  will  earn 
around  $4  a  share,  compared  with 
$3.59  last  year. 

By  the  time  Junkins  took  over  in 
1985,  following  the  resignation  of 
Bucy,  the  only  businesses  TI  had  that 
showed  any  growth  potential  were 
semiconductors  and  defense.  Con- 
sumer products  were  in  the  tank.  So 
were  oil  exploration  services.  And 
computers  were  disappointing. 

The  crisis  came  in  1985,  when  the 
semiconductor  industry  turned  down 
sharply.  Junkins  bit  the  bullet.  He  cut 
the  corporate  work  force  by  10%  and 
froze  wages  through  mid- 1986.  He 
downsized  TI's  computer  business 
and  closed  two  plants,  taking  a  $63.8 
million  writedown.  Last  year  he 
agreed  to  sell  60%  of  TI's  Geophysical 
Services  (the  business  that  started  TI 
in  1930)  to  Halliburton,  a  deal  that 
involved  a  $50  million  down  payment 
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Jerry  Junkins,  Texas  Instruments  chief  executive  siiice  1985,  at  the  Dallas  headquarters  complex 
"The  environment  has  changed.  We  can't  do  everything  ourselves." 


plus  performance  payments  further 
down  the  road. 

Semiconductor  development  had 
been  penalized  for  years  while  TI  was 
adventuring  ineffectually  in  consum- 
er electronics,  most  notably  digital 
watches,  handheld  calculators,  and 
home  computers. 

The  company  then  went  back  to 
basics.  Junkins  decided  to  continue 
manufacturing  dynamic  random  ac- 
cess memories  (DRAMs).  Today  TI  is 
the  only  major  U.S.  chip  company 
making  this  commodity  chip;  the  oth- 
er American  competitors  were  beaten 
back  by  the  Japanese.  Says  Junkins: 
"We  decided  making  these  high-vol- 
ume memories  would  provide  the 
best  manufacturing  disciplines." 

The  challenge:  to  make  manufac- 
turing costs  and  quality  equal  those  of 
the  Japanese.  The  company  has  two 
new  facilities,  one  in  Japan,  where  TI 
has  had  a  wholly  owned  company 
since  1971.  Akira  Ishikawa,  head  of  TI 
Japan,  was  made  responsible  for  TTs 
memory  products  worldwide.  Helped 
by  the  fall  1986  U.S. -Japan  semicon- 
ductor agreement  that  set  floor  prices 
for  DRAMs,  prices  are  up.  The  result: 
"We  can  compete  quite  cost-effective- 
ly these  days,"  insists  Walden  Rhines, 
an  executive  vice  president.  "Espe- 
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cially  with  the  yen  at  125." 

Longer  term,  Junkins  is  intent  on 
using  his  new  manufacturing  disci- 
pline to  help  shift  TI's  product  mix 
from  low-margin  commodity  chips 
like  DRAMs  to  high-profit  custom- 
ized specialty  products.  By  the  early 
part  of  the  next  decade,  he  wants 
these  specialized  chips  to  be  more 
than  50%  of  TI  semiconductor  sales. 
Humbled,  TI  no  longer  tries  to  do 
everything  itself.  In  the  last  12 
months  TI  cut  deals  with  Santa  Clara, 
Calif-based  Intel  and  a  small  Silicon 
Valley  company,  Linear  Technology, 
to  broaden  its  product  offerings. 

"Ten  years  ago  you  could  have 
counted  our  alliances  on  one  hand," 
says  Junkins.  "But  the  environment 
has  changed.  We  can't  do  everything 
ourselves."  This  approach  shows  that 
TI  finally  understands  that  its  mar- 
kets and  products  are  intimately  con- 
nected these  days.  TI's  customers 
want  to  work  closely  with  their  sup- 
pliers because  they  are  usually  buying 
more  system-level  products  rather 
than  just  discrete  chips.  TI  must  offer 
these  customers  the  same  marketing 
and  production  edge  that  the  Japanese 
get  by  being  vertically  integrated  from 
chip  to  final  product. 

A  pleasant  surprise  for  the  company 


is  that  defense  electronics  has  turnel 
into  a  more  muscular  growth  segme 
than  even  TI  had  predicted.  In  I 
years  it  has  grown  from  a  $331  mi 
lion  business  to  a  $2  billion  busines 
providing  TI  with  35%  of  its  sale 
Among  prime  defense  contractors,  1 
has  moved  from  22nd  to  18th  in  bil 
ings,  in  large  part  because  of  its  coi 
tract  to  make  the  HARM  (high  spee 
antiradiation  missile)  for  the  Nav 
and  Air  Force.  "The  HARM  prograi 
was  our  first,  but  it  showed  that  w 
can  take  on  almost  any  missile  pr<J 
gram,"  says  Dean  Clubb,  manager 
TI's  Missile  Systems  division. 

Junkins  must  create  some  kind 
"third  leg,"  as  he  calls  it,  to  go  wit 
defense  electronics  and  chips.  In  D 
cember  he  paid  around  $65  million  i 
cash  for  Rexnord  Automation's  indu 
trial  systems  and  control  business  i 
strengthen  TI's  own  industrial  aut 
mation  operations — the  first  maji 
acquisition  the  company  has  made 
almost  30  years.  Target  customers  a, 
food,  specialty  chemical  and  pulp  ai 
paper  companies. 

"Today  there  is  a  recognition  he 
of  a  changing  world,"  smiles  Jerry  Ju 
kins.  Not  an  original  observatio 
that,  but  one  that  bodes  well  for  tl 
future  of  Texas  Instruments.  ■ 
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"Love"  is  not  a  term  most  people  associate  with  their  car.  Unless  they  own  or  lease  a  Volvo. 

Because  unlike  other  cars,  Volvos  are  built  with  many  endearing  qualities.  An  interior  and 
ie  that  will  comfort  you.  A  body  built  to  stand  up  to  corrosion,  so  you'll  still  love  it  long  after  first 
*ht  And  a  three-year  limited  warranty  that  puts  no  limit  on  mileage* 

And  if  you're  interested  in  a  long-term  relationship  (say  you  buy  the  car  when  the  lease  is 
)),  what  better  car  to  become  involved  with  than  a  Volvo. 

So  visit  your  nearby  Volvo  dealer  sooa  With  affordable  VOLVO 

ases  on  the  full  line,  love  is  once  again  a  many  splendored  thing.      A  car  you  can  believe  in. 

K  three-year  limned  warranty  for  major  component,  engine  and  power  train.  See  your  dealer  for  terms  and  conditions.  tOffered  Ihrough  March  31 .1988  by  Volvo  Finance  North  America .Inc.  Price  based  on  a  66- 
ith  closed  end  lease.  Todetermine  total  lease  payments,  multiply  stated  monthly  payment  by  66.  Down  payment  of  SI.800 on  244  DLA.  $2 .200 on  744GLEA,  $3.200 on  760GLEA  and  $3.800on  780  required. First 
nhly  payment.  $250  lease  origination  fee  and  a  refundable  security  deposit  equal  to  the  monthly  payment  required  in  advance  Dest.  charges,  dealer  prep,  taxes,  licensing,  ins. .  gas  guzzler  tax  on  V-6  models  and 
onsare  extraand  may  affect  your  monthly  payment  llepermile  over  82.500.  Option  to  purchase  at  endof  lease  at  price  equal  to  fair  wholesale  market  value  based  on  N  ADA  Used  Car  Guide  See  your  participating 
(o  dealer  for  details.  €  19X8  Volvo  Finance  North  America.  Inc.  

OFFER  ENDS  MARCH  31. 1988. 


American  enterprise  has  helped  this  impov- 
erished nation,  but  will  Yemen  draw  the 
correct  conclusions  from  this  happy  event? 


Yemen: 
Felix  redux? 


By  James  Cook 


IRAN 


Y1  emen  is  barren,  primitive  and 
poor,  but  it  was  rich  once,  in  the 
days  when  the  queen  of  the  Ye- 
menite kingdom  of  Sheba  made  her 
celebrated  state  visit  to  King  Solomon 
in  Jerusalem,  or  later  when  some  wise 
men  carried  Yemeni  gold,  frankin- 
cense and  myrrh  in  pursuit  of  an  er- 
rant star.  In  those  days  the  region  was 
known  as  Arabia  Felix,  Happy  Arabia, 
because  the  Greeks  and  Romans 
imagined  wrongly  that  Yemen  was 
the  source  of  all  the  gold,  spices, 
myrrh,  frankincense  and  silk  that  Ye- 
meni traders  brought  by  camel  cara- 
van from  the  East. 

This  obscure  region  (see  map)  is  en- 
joying at  least  a  touch  of  prosperity 
again.  Last  December  Dallas'  Hunt 
Oil  added  the  mountain  republic  of 
North  Yemen  to  the  world's  length- 
ening list  of  oil  producers  by  shipping 
its  first  oil  into  world  markets.  By 
now  Yemen  should  be  delivering 
1 75,000  barrels  a  day  to  tank- 
ers moored  five  miles  off- 
shore. Before  the  year  is  out, 
it  should  be  generating  some- 
thing like  $1.2  billion  a  year 
in  revenues  for  the  govern- 
ment and  its  partners. 

The  oil  will  flow  just  in  the 
nick  of  time.  Yemen,  in  the 
southwest  corner  of  the  Ara- 
bian peninsula,  15  miles 
across  the  Red  Sea  from  Ethi- 
opia, has  been  living  off  for- 
eign aid  for  more  than  two 
decades  now.  But  such  aid  is 
declining,  and  Hunt's  new 
Yemen  oil  venture  is  expect- 
ed to  yield  the  government 
$600  million  to  $700  million 
this  year,  perhaps  twice  that 
by  the  early  Nineties. 

When  Hunt  came  to  Ye- 


Arabian  Sea 


men  in  the  early  Eighties,  looking  for 
oil,  the  prospects  were  discouraging. 
British  Petroleum  and  Royal  Dutch/ 
Shell  had  earlier  failed  to  find  any,  and 
the  consensus  was  that  the  geology  of 
the  region  made  finding  any  oil  virtu- 
ally impossible.  Following  some  tan- 
talizing hints  to  the  contrary,  Hunt 
picked  up  a  5,000-square-mile  conces- 
sion at  Marib  on  the  edge  of  Saudi 


Moving  sand  for  Yemen's  >n-u  ml  pipeline 

From  the  oilfields,  263  miles  to  the  sea. 


Arabia's  Empty  Quarter. 

Ray  Hunt,  Hunt  Oil's  sunny-man- 
nered proprietor,  recalls  telling  Ye- 
men President  Ali  Abdullah  Saleh  at 
the  time,  "If  the  Good  Lord  did  not 
cause  oil  to  be  generated  in  the  Marib 
basin,  then  we  would  not  be  able  to 
find  it,  for  it  would  not  be  there." 

Allah  had  provided,  but  his  consid- 
erable bounty  took  $600  million  or 
more  to  uncover.  The  risk  paid  off.  So 
far  Hunt  has  proved  up  more  than  500 
million  barrels  of  oil  and  4  trillion 
cubic  feet  of  gas,  and  has  built  a  263- 
mile  pipeline  over  two  mountain 
ranges  to  a  port  in  the  Red  Sea  near 
Hodeida. 

Ray  Hunt  and  Hunt  Oil  are  de- 
scended from  renowned  Texas  wild- 
catter H.L.  Hunt's  oil  and  gas  empire, 
but  they  are  a  separate  branch  of  the 
family  from  Herbert  and  Bunker 
Hunt,  who  came  a  cropper  in  their 
efforts  to  corner  the  silver  market. 
The  three  men  share  the  same  father 
with  two  mothers. 

While  Hunt  Oil  is  running  the  show 
in  Yemen,  it  has  followed  current  oil 
industry  practice  by  spreading  the 
risk  among  a  group  of  partners.  Under 
the  production-sharing  agreement 
Hunt  signed  with  Yemen  in  1981, 
roughly  half  the  oil  initially  goes  to 
the  Yemeni  government,  with  its 
share  rising  as  production  increases. 
Early  on,  Hunt  farmed  out  a  24.5% 
interest  in  a  portion  of  its  concession 
to  a  South  Korean  consortium  led  by 
Yukong,  Korea's  largest  refiner  and  oil 
marketer.  Later,  Hunt  cut  its  expo- 
sure even  more  and  sold  Exxon  49% 
of  its  remaining  interest  in  the  proj- 
ect. Hunt  still  holds  around  50%  and 
it  has  recovered  almost  its  entire  in- 
vestment from  the  sale  of  the  partner- 
ship shares. 
In  the  first  year  alone  $600  million 
to  $700  million  likely  will  go 
to  the  government,  another 
$360  million  to  cover  capital 
and  operating  costs  and  $140 
million  or  more  to  the  three 
corporate  partners. 

But  it's  clearly  just  a  begin- 
ning. The  pipeline's  present 
225,000-barrel-a-day  capaci- 
ty can  be  doubled  at  minimal 
expense,  and  everyone  ex- 
pects that  it  will  be.  "The 
conditions  that  created  the 
Alif  field  [the  first  to  be  de- 
veloped in  Yemen]  are  not' 
localized  in  one  area,"  Hunt 
says.  "They  are  spread 
throughout  the  basin."  The 
hope  is,  says  one  Western  ob- 
server, that  Yemen  could  be 
another  Oman.  Oman  start- 
ed out  producing  only  33,000 
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THE    ART    OF    WRITING 
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MONTBLANC  MASTERPIECE 

THE     CLASSIC     OFTHE    FUTURE 

. .  .for  people  who  aspire  to  the  finer  things  of  life. 
The  fountain  pen  is  designed  with  a  handcrafted  14-carat  gold  nib  with  platinum  inlay.  This  pen 
and  the  ballpoint  are  highly  polished  writing  instruments  featuring  gold-plated  fittings. 
The  Montblanc  Masterpiece  is  a  world-famous  classical  design— 
an  eloquent  expression  of  your  personality  and  individual  life  style. 

Exclusive  U  S  and  Canadian  Representative  KOH-I-NOOR  RAPIDOGRAPH  INC  100  North  St    Bloomsbury.  NJ  08804  (201)  479-4124 
In  Canada  1815MeyersideDr  Mississauga.  Ont  L5T  1G3  (416)  671-0696 


The  ncr  $300,000  stakeholde 


The  Mission 


NCR 


To  Create  Value 

i\t  NCR,  we've  found  that  in  order  to 
create  value,  we  must  first  satisfy  the  legitimate 
expectations  of  every  person  with  a  stake  in 
our  company.  We  call  these  people  our 
stakeholders,  and  we  attempt  to  satisfy  their 
expectations  by  promoting  partnerships  in 
which  everyone  is  a  winner. 

•  We  believe  in  building  mutually  beneficial  and 
enduring  relationships  with  all  of  our 
stakeholders,  based  on  conducting  business 
activities  with  integrity  and  respect. 

•  We  take  customer  satisfaction  personally:  we  are 
committed  to  providing  superior  value  in  our 
products  and  services  on  a  continuing  basis. 

•  We  respect  the  individuality  of  each  employee 
and  foster  an  environment  in  which  employees' 
creativity  and  productivity  are  encouraged, 
recognized,  valued  and  rewarded. 

•  We  think  of  our  suppliers  as  partners  who  share 
our  goal  of  achieving  the  highest  quality 
standards  and  the  most  consistent  level  of  service. 

•  We  are  committed  to  being  caring  and  supportive 
corporate  citizens  within  the  worldwide 
communities  in  which  we  operate. 

•  We  are  dedicated  to  creating  value  for  our 
shareholders  and  financial  communities  by 
performing  in  a  manner  that  will  enhance  the 
return  on  their  investments. 


The  Challenge 


To  Win  I 

We're  so  committed  to  our  mission  that  w< 
encouraging  the  next  generation  of  leaders 
re-examine  America's  business  values.  We'i 
doing  this  by  holding  the  NCR  Stakeholde 
Essay  Competition  which  all  full-time 
undergraduate  and  graduate  college  or 
university  students  may  enter.  Entries  shou 
explore  the  topic:  "Creating  Value  for  All 
Stakeholders  in  Corporations  and/or  Not-f< 
Profit  Organizations." 

The  student  chosen  as  the  first  place  winne 
will  be  awarded  $50,000  cash.  Plus,  the 
entrant's  school  will  receive  $100,000  in 
NCR  data  processing  equipment.  The  seco 
place  winner  will  receive  $15,000  cash  and 
entrant's  school  will  receive  $35,000  in 
equipment.  One  hundred  $1,000  awards  of 
merit  will  be  given  to  chosen  participants, 
addition,  selected  award-winning  entrants 
be  invited  to  attend  the  first  NCR 
International  Symposium  on  Stakeholders 
held  June  9  &  10, 1988,  in  Dayton,  Ohio. 


NCR's  Missior 


iSAY  COMPETITION  FOR  STUDENTS 


ie  Rules 


|NCR  Stakeholder  Essay  Competition  is  open  to  any  full-time 
rgraduate  or  graduate  student  attending  an  accredited  college 
jiiversity  in  the  United  States  or  its  territories. 
lies  must  be  original,  unpublished  work  on  the  topic: 
ating  Value  for  All  Stakeholders  in  Corporations  and/or  Not- 
I'rofit  Organizations."  Essays  must  not  exceed  3,000  words, 
s  of  discussion  may  include,  but  are  not  limited  to:  Ethics, 
>orate  Governance,  Strategic  Management.  Social 
>onsibility,  or  Managing  Change  as  these  topics  relate  to 
aging  for  stakeholders. 

ies  must  be  typed,  double-spaced  on  iVf  x  1 1"  bond  paper, 

;ide  only.  A  separate  cover  sheet  should  list  the  entrant's  name, 

ol,  home  address  and  title  of  the  essay.  Subsequent  pages 

Id  be  numbered  sequentially  and  include  the  essay  title  in  the 

:r  right  margin.  Winners  will  be  required  to  produce  proof  of 

ent  full-time  college  or  university  enrollment. 

ntries  must  be  postmarked  by  March  31, 1988,  and  received 

.pril  15,  1988  to  be  eligible  for  consideration.  Submit  entries 

JCR  Stakeholder  Essay  Competition,  NCR  Corporation, 

eholder  Relations  Division,  Dayton,  Ohio  45479.  NCR  is  not 

onsible  for,  and  will  not  consider,  late,  lost  or  misdirected 

ies. 

le  event  any  prize  winner  is  a  minor,  the  cash  award  will  be 

e  to  his/her  parent  or  guardian. 

irds  to  individuals  will  be  reported  as  income  on  IRS  Form 

?.  All  taxes  are  the  responsibility  of  the  recipients. 

ird  winners  will  be  required  to  sign  publicity  releases  and 

iaviis  of  eligibility  and  compliance  with  all  rules  governing  the 

(petition.  Failure  to  return  executed  affidavits  and  releases 

lin  15  days  of  receipt  will  cause  the  award  to  be  null  and  void. 

entries  become  the  property  of  NCR  and  will  not  be  returned. 

sarticipating  in  this  competition  entrants  agree  to  these  rules 
the  decisions  of  the  judges  which  shall  be  final  in  all  respects, 
further  agree  to  the  use  of  their  names,  likenesses  and  entries 
NCR  advertising  and  publicity  purposes  without  any  further 
ipensation. 

e  and  territorial  judges  will  consist  of  panels  that  include  NCR 
;eholders.  Final  selections  will  be  made  from  state  and  territory 
ners  by  a  national  panel  of  judges. 

larification  is  necessary,  call  (513)  445-1667,  8am-5pm  EST. 

ird  winners  will  be  notified  on  or  about  May  16, 1988.  To  obtain  a 
of  finalists,  send  a  self-addressed,  stamped  envelope  to: 

R  Stakeholder  Essay  Competition 
R  Corporation 
ceholder  Relations  Division 
)  South  Patterson  Boulevard 
ion,  Ohio  45479 


for  Our  Stakeholders 


Hunt  Oil's  proprietor  Ray  I   Hunt 

Oil  is  where  the  Good  Lord  puts  it. 
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barrels  a  day;   now  it  is  producing 
530,000. 

Now  it  seems  everyone  wants  a 
piece  of  Yemen.  Hunt  has  another 
concession  offshore  in  the  Red  Sea, 
which  it  is  exploring.  Exxon  has  a 
concession  of  its  own  in  the  central 
highlands  and  is  now  drilling  its  first 
wildcat  well.  France's  Total  is  explor- 
ing another  concession  in  partnership 
with  Texaco  and  will  begin  drilling  in 
the  next  year  or  two.  Two  other  com- 
panies will  soon  be  awarded  conces- 
sions in  areas  relinquished  by  Hunt 
"Our  experience,"  says  Hunt,  "has 
caused  a  lot  of  other  companies  very 
correctly  to  become  interested." 

Yemen's  rising  oil  income  could 
not  come  at  a  better  time.  As  the  oil 
boom  took  hold  in  the  early  Seven- 
ties, a  million  or  more  Yemeni  con- 
struction workers  fanned  out  around 


the  Persian  Gulf  and  began  sending 
their  wages  home  to  their  families.  By 
1982  such  remittances  had  hit  $1.4 
billion  and  enabled  Yemen  to  get  its 
start  in  entering  the  modern  world. 
But  as  the  oil  boom  collapsed  in  the 
Eighties,  the  remittances  dropped  to 
$600  million  or  less. 

To  put  these  sums  in  perspective, 
Yemen's  gross  national  product  is 
only  $5  billion,  with  $3.6  billion  in 
the  formal  economy,  $1.4  billion  un- 
derground, mainly  in  smuggled  goods. 
It  has  a  population  of  over  9  million, 
however,  and  a  per  capita  income  of 
something  like  $500  a  year. 

Nevertbeless,  oil  will  not  solve  all 
its  problems,  nor  is  it  an  unmixed 
blessing.  Like  Afghanistan,  Yemen  is 
a  mountainous  country  of  50,000  vil- 
lages, and  its  people  scratch  a  living 
from  2-  or  3-acre  terraced  plots  cut 


into  the  sides  of  the  mountains.  The 
terraces  catch  the  torrential  seasonal 
rains,  keep  the  soil  from  being  washed 
away  and  provide  enough  food  so  that 
Yemen  can  feed  itself.  As  its  people 
have  gone  to  work  for  higher  wages  in 
the  oil-producing  countries  of  the  Per- 
sian Gulf,  Yemen's  farms  have  been 
neglected,  the  terraces  that  were  built 
2,000  years  ago  have  begun  to  break 
down  and  the  land  has  begun  to  erode. 
So  Yemen  becomes  more  and  more 
dependent  on  imported  food. 

In  this  context,  oil  provides  money 
but  few  jobs,  and  the  bulk  of  Yemen's 
population — some  85% — is  illiterate 
and  unskilled.  So,  much  depends  on 
how  the  government  uses  the  oil  lar- 
gesse for  future  development.  Yemen 
hopes  to  arrest  the  decline  in  its  small 
farms  and  has  just  completed  a  $75 
million  dam  at  Marib,  which  will  pro- 
vide water  for  a  large-scale  irrigation 
project  in  what  is  now  desert.  In  this 
area  2,000  years  ago  an  earlier  dam 
provided  water  enough  to  have  sup- 
ported a  population  of  300,000  people. 
Yemen's  agricultural  ambitions  are  di- 
rected toward  the  export  market, 
where  it  hopes  one  day  to  begin  export- 
ing fresh  fruit  and  vegetables. 

Alas,  the  temptation  for  populist 
regimes  to  control  farm  prices  for  con- 
sumer benefit  at  the  expense  of  the 
farmers  themselves  has  destroyed  the 
agricultural  base  of  more  than  one 
developing  nation  (see  story,  p.  81).  Ye- 
men has  an  able  and  enlightened  pres- 
ident, Ali  Abdullah  Saleh,  a  45-year- 
old  army  colonel  who  has  been  in 
office  for  ten  years  and  who  so  far  has 
been  skillful  in  building  consensus 
out  of  the  conflicting  tribal  interests. 
But  he  shows  some  of  the  same  reluc- 
tance that  other  Third  World  rulers  do 
to  trust  free  enterprise  rather  than 
bureaucracy  and  government-to-gov- 
ernment aid  to  work  out  the  country's 
problems.  The  Chinese,  Russians  and 
Americans  built  Yemen's  main  high- 
ways. The  Russians  provide  arms  and 
advisers  and  helped  finance  the  inter- 
national airport  at  San'a.  Yemen  quite 
frankly  plays  the  U.S.  and  the  Saudis 
off  against  the  Russians.  But  Hunt  Oil 
has  done  more  to  counteract  Soviet 
influence  than  the  meager  $39  mil- 
lion in  various  forms  of  aid  the  U.S. 
continues  to  provide. 

Hunt's  Yemen  experience  under- 
scores the  truth  that  Americans  have 
tended  to  ignore  in  recent  years:  Pri- 
vate enterprise  is  far  more  effective 
than  government  aid  both  in  helping 
the  poorer  nations  and  in  rolling  back 
Soviet  imperialism.  It's  a  pity  that  the 
governments  of  poorer  countries  fail 
to  understand  the  former  and  that  few 
Americans  understand  the  latter.  ■ 
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A  LUXURY  CAR 
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6  power  And  Crystal  Key  the  ultimate  owne 


RYSLER  INTRODUCES  THE  CRYSTAL  KEY  PROGRAM. 

TER  OWNER  CARE  THAN  EVEN  ROLLS  RCVCE  OR  MERCEDES. 

*ar/50,Q00-mile  Basic  Car  Warranty1"  This  covers  the  entire  car,  every  bit  of  it. 
just  take  care  of  normal  maintenance,  adjustments  and  wear  items,  we 
3  care  of  the  rest.  Including  air  conditioning,  engine,  powertrain,  steering, 
,  electrical  components,  fuel  systems,  front  suspension,  engine  cooling 
em...the  works.  Whatever  goes  wrong,  it's  on  us.  No  its,  ands  or  buts.  And 


Hunt  Oil's  proprietor  Hay  L  Hunt 

Oil  is  where  the  Good  Lord  puts  it. 
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barrels  a  day;  now  it  is  producing 
530,000. 

Now  it  seems  everyone  wants  a 
piece  of  Yemen.  Hunt  has  another 
concession  offshore  in  the  Red  Sea, 
which  it  is  exploring.  Exxon  has  a 
concession  of  its  own  in  the  central 
highlands  and  is  now  drilling  its  first 
wildcat  well.  France's  Total  is  explor- 
ing another  concession  in  partnership 
with  Texaco  and  will  begin  drilling  in 
the  next  year  or  two.  Two  other  com- 
panies will  soon  be  awarded  conces- 
sions in  areas  relinquished  by  Hunt. 
"Our  experience,"  says  Hunt,  "has 
caused  a  lot  of  other  companies  very 
correctly  to  become  interested." 

Yemen's  rising  oil  income  could 
not  come  at  a  better  time.  As  the  oil 
boom  took  hold  in  the  early  Seven- 
ties, a  million  or  more  Yemeni  con- 
struction workers  fanned  out  around 


the  Persian  Gulf  and  began  sending 
their  wages  home  to  their  families.  By 
1982  such  remittances  had  hit  $1.4 
billion  and  enabled  Yemen  to  get  its 
start  in  entering  the  modern  world. 
But  as  the  oil  boom  collapsed  in  the 
Eighties,  the  remittances  dropped  to 
$600  million  or  less. 

To  put  these  sums  in  perspective, 
Yemen's  gross  national  product  is 
only  $5  billion,  with  $3.6  billion  in 
the  formal  economy,  $1.4  billion  un- 
derground, mainly  in  smuggled  goods. 
It  has  a  population  of  over  9  million, 
however,  and  a  per  capita  income  of 
something  like  $500  a  year. 

Nevertheless,  oil  will  not  solve  all 
its  problems,  nor  is  it  an  unmixed 
blessing.  Like  Afghanistan,  Yemen  is 
a  mountainous  country  of  50,000  vil- 
lages, and  its  people  scratch  a  living 
from  2-  or  3-acre  terraced  plots  cut 


into  the  sides  of  the  mountains.  The 
terraces  catch  the  torrential  seasonal 
rains,  keep  the  soil  from  being  washed 
away  and  provide  enough  food  so  that 
Yemen  can  feed  itself.  As  its  people 
have  gone  to  work  for  higher  wages  in 
the  oil-producing  countries  of  the  Per- 
sian Gulf,  Yemen's  farms  have  been 
neglected,  the  terraces  that  were  built 
2,000  years  ago  have  begun  to  break 
down  and  the  land  has  begun  to  erode. 
So  Yemen  becomes  more  and  more 
dependent  on  imported  food. 

In  this  context,  oil  provides  money 
but  few  jobs,  and  the  bulk  of  Yemen's 
population — some  85% — is  illiterate 
and  unskilled.  So,  much  depends  on 
how  the  government  uses  the  oil  lar- 
gesse for  future  development.  Yemen 
hopes  to  arrest  the  decline  in  its  small 
farms  and  has  just  completed  a  $75 
million  dam  at  Marib,  which  will  pro- 
vide water  for  a  large-scale  irrigation 
project  in  what  is  now  desert.  In  this 
area  2,000  years  ago  an  earlier  dam 
provided  water  enough  to  have  sup- 
ported a  population  of  300,000  people. 
Yemen's  agricultural  ambitions  are  di- 
rected toward  the  export  market, 
where  it  hopes  one  day  to  begin  export- 
ing fresh  fruit  and  vegetables. 

Alas,  the  temptation  for  populist 
regimes  to  control  farm  prices  for  con- 
sumer benefit  at  the  expense  of  the 
farmers  themselves  has  destroyed  the 
agricultural  base  of  more  than  one 
developing  nation  (see  story,  p.  81).  Ye- 
men has  an  able  and  enlightened  pres- 
ident, Ali  Abdullah  Saleh,  a  45-year- 
old  army  colonel  who  has  been  in 
office  for  ten  years  and  who  so  far  has 
been  skillful  in  building  consensus 
out  of  the  conflicting  tribal  interests. 
But  he  shows  some  of  the  same  reluc- 
tance that  other  Third  World  rulers  do 
to  trust  free  enterprise  rather  than 
bureaucracy  and  government-to-gov- 
ernment aid  to  work  out  the  country's 
problems.  The  Chinese,  Russians  and 
Americans  built  Yemen's  main  high- 
ways. The  Russians  provide  arms  and 
advisers  and  helped  finance  the  inter- 
national airport  at  San'a.  Yemen  quite 
frankly  plays  the  U.S.  and  the  Saudis 
off  against  the  Russians.  But  Hunt  Oil 
has  done  more  to  counteract  Soviet 
influence  than  the  meager  $39  mil- 
lion in  various  forms  of  aid  the  U.S. 
continues  to  provide. 

Hunt's  Yemen  experience  under- 
scores the  truth  that  Americans  have 
tended  to  ignore  in  recent  years:  Pri- 
vate enterprise  is  far  more  effective 
than  government  aid  both  in  helping 
the  poorer  nations  and  in  rolling  back 
Soviet  imperialism.  It's  a  pity  that  the 
governments  of  poorer  countries  fail 
to  understand  the  former  and  that  few 
Americans  understand  the  latter.  ■ 
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Elegance.  Luxury  Front-wheel  covyr 


A  lot  of  today's  so-called  "luxury  cars"  are  not  as  luxurious  as  you  might  think.  But 
the  completely  new  Chrysler  New  Yorker  Landau  has  sucth  an  abundance  of  luxury 
features,  it's  the  one  luxury  car  with  everything. 

It  offers  some  of  the  most  sophisticated  technology  today  A  self-leveling 
suspension.  Even  the  latest  system  to  help  prevent  skiddihg  due  to  wheel  lock-up  is 
available,  Chrysler's  4-wheel  power  disc  anti-lock  brakes 

New  Yorker  also  has  certain  amenities  that  are  missing  altogether  in  most  cars. 


v 


'Some  items  are  optional  or  not  available  on  certain  models.  tSee  dealer  for  copy  of  limited  warranty  Deductible  on 
DOwertrain  after  5/50.  Restrictions  aonlv  Crystal  Kpu  not  availahle  nn  Tirhn  rrwioi   ri  irk-i  c  i  locnp  qicctv 


el  drive  technology  Electronic  fuel-injecte 

If  you  drive  away  without  locking  the  power  door  locks,  they'll  lock  themselves. 
iry  Rear  seat  passengers  enjoy  their  own  adjustable  headrests.  And  personal  stereo 

headphone  controls.  You  set  the  actual  temperature  of  the  air  conditioning. 
And  only  New  Yorker  offers  Mark  Cross  leather  seating  and  the  protection  and  brillianc 
is  of  Chrysler's  exclusive  Crystal  Clear  paint  process.* 

Thoughtful  touches.  The  care  and  attention  you  have  a  right  to  expect  in  a  luxury  car. 
This  is  what  you  get  with  the  new  Chrysler  New  Yorker  In  a  word,  "everything" 


\ 
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v-6  power.  And  Crystal  Key  the  ultimate  owr 

i 

HRYSLER  INTRODUCES  THE  CRYSTAL  KEY  PROGRAM.  f 

.ETTER  OWNER  CARE  THAN  EVEN  ROLLS  ROYCE  OR  MERCEDES. 

-year/50j000-mile  Basic  Car  Warranty1"  This  covers  the  entire  car,  every  bit  of  it. 

du  just  take  care  of  normal  maintenance,  adjustments  and  wear  items,  we 

jke  care  of  the  rest.  Including  air  conditioning,  engine,  powertrain,  steering, 

(jst,  electrical  components,  fuel  systems,  front  suspension,  engine  cooling 

/stem...the  works.  Whatever  goes  wrong,  ifs  on  us.  No  ifs,  ands  or  buts.  And  I L 


cner  care  program.  Everything. 

no  deductible  cost  to  you  either  It's  that  complete. 

r^    7-year/  70j000-mile  Protection  Plan?"  If  you  keep  the  car  over  five  years,  we  still 
cover  the  engine  and  powertrain.  We  even  protect  outer  body  rust-through 
for  7  years/100,000  miles. 

IS    Customer  Hotline.  Provides  a  toll-free  "800"  telephone  number  for  you  to  call 
24  hours  a  day.  This  assures  you  that  day  or  night,  anytime  of  the  year,  Chrysler 
will  be  there  if  you  have  any  question  on  warranty  or  service. 


As  I  See  It 


\re  you  worried  about  Third  World  debt  ^h,ile  pl,eadin«  po^erty' hav* ;substan; 

J  tial  real  assets.  More  to  the  point, 

%nd  the  responsibility  the  rich  countries 
bear  for  the  poor?  Don't  bother,  says  this 
distinguished  economist. 


Let  them  work  out 
their  own  problems 


By  Peter  Brimelow 


H1  ave  the  academics  and  liber- 
als laid  a  burden  of  guilt  on  you 
i  about  the  plight  of  the  Third 
World?  Have  they  convinced  you  that 
debt  repayment  by  the  poorer  coun- 
tries is  causing  hunger  and  disease 
and  that  U.S.  affluence  is  a  cause  of 
poverty  in  the  less-developed  econo- 
mies? Throw  off  the  burden.  Most 
problems  besetting  the  poorer  coun- 
tries are  of  their  own  making. 

This,  in  simple  terms,  is  the 
message  derived  from  reading  or 
listening  to  Peter  Bauer,  London 
School  of  Economics  professor 
and  student  of  developing  coun- 
tries. Lord  Bauer — he  was  raised 
to  the  British  peerage  at  the  re- 
quest of  Prime  Minister  Thatcher 
in  1983 — is  no  fringy,  right-wing 
character:  He  is  widely  viewed  as 
the  outstanding  figure  in  develop- 
ment economics  since  the  death 
last  year  of  Sweden's  Gunnar 
Myrdal. 

But  unlike  Myrdal,  Bauer  con- 
siders foreign  aid  to  be  a  disaster 
for  the  recipients,  and  he  has  con- 
sistently emphasized  the  impor- 
tance of  market  forces  in  the  de- 
veloping world.  This  is  diametri- 
cally opposed  to  the  consensus 
among  development  economists, 
expressed,  for  example,  in  Myr- 
dal 's  seminal  Asian  Drama,  that 
Third  World  conditions  make 
central  planning  and  economic 
controls  essential. 

The  clash  between  the  two 
views  has  been  bitter.  Much  of 
Bauer's  professional  life  has  been 
spent  in  what  he  describes  mat- 


ter-of-factly  as  "partial  ostracism." 
For  all  the  talk  of  academic  tolerance, 
dissent  is  not  viewed  kindly. 

Bauer's  views  on  the  Third  World 
debt  problem  are  typically  trouble- 
making.  He  says  that,  as  a  percentage 
of  gross  national  product,  neither  the 
total  outstanding  sovereign  debt  of 
the  major  Third  World  borrowers  nor 
their  interest  and  principal  payments 
have  been  particularly  high  by  histori- 
cal standards.  He  says  the  borrowers, 


John  Cole  Impact 


Economist  Lord  Bauer 

Questioning  axioms  of  development  theory. 


they  have  sound  policy  options, 
which  they  will  not  take,  such  as  lib- 
eralizing their  economies  and  opening 
them  up  to  foreign  participation. 

However,  Bauer  argues,  the  borrow- 
ers perceive  that  they  can  avoid  repay- 
ing— and  they  appear  to  be  right. 
Western  governments  and  powerful 
commercial  interests  would  rather 
cover  up  the  problem  with  reschedul- 
ing, Baker  Plan-type  additional  loans 
and,  in  the  last  analysis,  increased 
foreign  aid. 

If  the  Western  banking  system  is  so 
undermined  by  Third  World  loans 
that  it  needs  support  from  the  taxpay- 
er, Bauer  says,  this  support  should  not 
be  filtered  through  Third  World  gov- 
ernments. It  should  be  given  directly 
to  the  affected  banks — and  their  man- 
agements and  shareholders  made  to 
pay  a  price  in  cut  dividends,  mergers 
and  recapitalization.  Bauer  adds  that 
in  any  case  bank  collapses  cannot  trig- 
ger another  Depression  unless  accom- 
panied by  a  monetary  contraction, 
which  the  authorities  can  prevent. 

But  isn't  debt  forgiveness,  and  in- 
creased foreign  aid,  necessary  to  pre- 
vent the  spread  of  communism  in  the 
Third  World?  Bauer  says  communism 
has  historically  spread  indepen- 
dently of  prosperity — and  much 
Western  aid  is  channeled  through 
multilateral  agencies  to  anti- 
Western  governments  anyway. 
Aid  to  Ethiopia,  for  example,  en- 
trenches the  Marxist-Leninist 
dictatorship  and  helps  perpetuate 
the  very  policies  that  accentuated 
the  hunger  in  the  first  place. 

Lord  Bauer  is  a  small,  courtly 
man  given  to  flashes  of  ferocity. 
Born  in  Budapest  in  1915,  his 
manner  is  a  curious  cross  of  delib- 
erate Central  European  professor 
and  waspish  Cambridge  don.  His 
father  was  a  bookmaker,  one  of 
whose  betting  clients  suggested 
Bauer  should  study  in  Britain. 

He  began  studying  economics 
at  Cambridge  University  in  1934, 
while  still  working  on  a  law  de- 
gree in  Budapest.  Today  one  of 
the  numerous  things  that  trigger 
Bauer's  ire  is  the  claim,  as  in  the 
movie  Chariots  of  Fire,  that  Cam- 
bridge in  the  1920s  was  exclu- 
sive, xenophobic,  anti-Semitic. 
As  a  foreign  Catholic  of  Jewish 
background,  he  says,  he  met  with 
nothing  but  hospitality.  He  adds 
that,  with  his  minimal  English 
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el  drive  technology  Electronic  fuel-injecte 


If  you  drive  away  without  locking  the  power  door  locks,  they'll  lock  themselves. 
Rear  seat  passengers  enjoy  their  own  adjustable  headrests.  And  personal  stereo 
headphone  controls.  You  set  the  actual  temperature  of  the  air  conditioning. 
And  only  New  Yorker  offers  Mark  Cross  leather  seating  and  the  protection  and  brilliano 
of  Chrysler's  exclusive  Crystal  Clear  paint  process.* 

Thoughtful  touches.  The  care  and  attention  you  have  a  right  to  expect  in  a  luxury  car 
This  is  what  you  get  with  the  new  Chrysler  New  Yorker  In  a  word,  "everything!' 
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Not  Rolls  Royca  Not  Mercedes. 
No  other  luxury  sedan. 

Only  the  all  new  Chrysler  New  \brker 

protects  the  entire  car 

for  5  years  or  5Q000  miles. 

Just  take  care  of  normal  upkeep 

We  cover  the  rest.  No  deductibles. 

No  ife,  ands  or  buts. 

With  Chrysler^  new  Crystal  Key  Owner  Care  Program,  for  5  years  or  50,000  miles* 
all  you  do  is  take  care  of  normal  maintenance,  adjustments  and  wear  items. 
Chrysler  takes  care  of  everything  else.  Engine,  powertrain,  air  conditioning,  steering, 
rust,  suspension,  electrical.  Everything  right  down  to  the  door  handles. 

And  you're  still  protected  on  the  engine  and  powertrain  for  7  years  or  70,000  miles 
and  outer  body  rust-through  for  7  years  or  100,000  miles* 

And  if  you  have  a  question  or  need  assistance  there's  a  24-hour  toll-free  hotline. 

The  Crystal  Key  Program  starts  with  the  all-new  Chrysler  New  \t>rker  Luxury  Elegance. 
Front-wheel  drive.  Fuel-injected  V-6.  Everything.  Completely  protected. 

How  does  the  competition  stack  up?  They  don't. 


• 

BASIC  CAR 
WARRANTY 

coven  entire 

coraacept 

normal  upkeep 

MAJOR 

COMPONENTS 
PROTECTION 

DEDUCTIBLE 

YOU  MT 
FOR  REPAIR 

oTmolor 
component* 

ENGINE 
PROTECTION  t 

POWER 

TRAIN 

PSOTECTIONt 

OUTER  BODY 

RUST  THROUGH 
PROTECTION 

24  HOUR 

TOLL  FREE 
HOTUNE 

; 

CHRYSLER 

5  years/ 
5Q000  miles 

5  years/ 
50 000  miles 

None 

7  years/ 
70.000  miles 

7  years/ 
70000  miles 

7  years/ 
100000  miles 

Yes 

NEW  WORKER 

LANDAU 

• 

3yr/ 
unlimited 

3yi/ 
unlimited 

None 

3yr/ 
unlimited 

3yr/ 
unlimited 

3yr/ 

unlimited 

No 

ROLLS  ROYCE 

rriDuiruF 

^mcw^nc 

• 

MERC  EC 

£<t 

4yr/ 
50.000  miles 

4yi/ 
50000  miles 

None 

4yr/ 
50000  miles 

4yr/ 
5Q000  miles 

4yr/ 
5Q000  miles 

Yes 

BENZ 

^9 

CADILLAC 
BROUGHAM 

1yr/ 
G.000  miles 

5yt/ 
50000  miles 

$100  after 

1  yr/COOO 

miles 

6yr/ 
6Q000  miles 

6yr/ 
60000  miles 

6yr/ 
1OQ000  miles 

No 

1 

UNCOi 

H 
AR 

1yr/ 
G.000  miles 

6yr/ 
60000  miles 

$100  after 
lyr/COOO 

miles 

6yr/ 
6Q000  miles 

6yr/ 
60000  miles 

6yr/ 
100000  miles 

Ves 

townc 

\     ■ 

OLDS 

REGENCY 

1yt/ 
12.000  miles 

3yr/ 
36.000  miles 

$100  after 
1  yr/COOO 

miles 

6yr/ 
60000  miles 

6yr/ 
6Q0O0  miles 

6yr/ 
100000  miles 

No 

BROUGHAM 

■DO 

A 

1yr/ 
G  000  miles 

3yt/ 
36000  miles 

$100  after 

1  yr/COOO 

miles 

6yr/ 
60000  miles 

6yf/ 
6Q000  miles 

6yr/ 

10Q000  miles 

No 

ELECTR 

PARK* 

See  copies  of  t«M  arreted  warranties  at  9m*  dealers  Restrictions  apply 

INTRODUCING  CHRYSLER'S 
CRYSTAL  KEY  PROGRAM 
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|Chrysler|#y  J\ 

Division  of  Chrysler  Motors 


CHRYSLER.  DRIVING  TO  BE  THE  BEST. 


'See  Umned  warranty  at  deakei  Restr dons  apply  E«clodet  lixtc  model  t Deductibles  may  apply 


As  I  See  It 


Are  you  worried  about  Third  World  debt  wwie  pleading  poverty,  have  substan- 

J  tial  real  assets.  More  to  the  point, 

and  the  responsibility  the  rich  countries  they  have  sound  p°licy  options, 

,  r  i  i    t~\         >      i         i  i   •  which  they  will  not  take,  such  as  lib- 

beOr  JOr   the  pOOrF  UOnt   bOther,    SayS   WIS  eralizing  their  economies  and  opening 

distinguished  economist.  them  up  to  foreign  partlcipatlon 


Let  them  work  out 
their  own  problems 


By  Peter  Brimelow 


H1  ave  the  academics  and  liber- 
als laid  a  burden  of  guilt  on  you 
i  about  the  plight  of  the  Third 
World?  Have  they  convinced  you  that 
debt  repayment  by  the  poorer  coun- 
tries is  causing  hunger  and  disease 
and  that  U.S.  affluence  is  a  cause  of 
poverty  in  the  less-developed  econo- 
mies? Throw  off  the  burden.  Most 
problems  besetting  the  poorer  coun- 
tries are  of  their  own  making. 

This,  in  simple  terms,  is  the 
message  derived  from  reading  or 
listening  to  Peter  Bauer,  London 
School  of  Economics  professor 
and  student  of  developing  coun- 
tries. Lord  Bauer — he  was  raised 
to  the  British  peerage  at  the  re- 
quest of  Prime  Minister  Thatcher 
in  1983 — is  no  fringy,  right-wing 
character:  He  is  widely  viewed  as 
the  outstanding  figure  in  develop- 
ment economics  since  the  death 
last  year  of  Sweden's  Gunnar 
Myrdal. 

But  unlike  Myrdal,  Bauer  con- 
siders foreign  aid  to  be  a  disaster 
for  the  recipients,  and  he  has  con- 
sistently emphasized  the  impor- 
tance of  market  forces  in  the  de- 
veloping world.  This  is  diametri- 
cally opposed  to  the  consensus 
among  development  economists, 
expressed,  for  example,  in  Myr- 
dal 's  seminal  Asian  Drama,  that 
Third  World  conditions  make 
central  planning  and  economic 
controls  essential. 

The  clash  between  the  two 
views  has  been  bitter.  Much  of 
Bauer's  professional  life  has  been 
spent  in  what  he  describes  mat- 


ter-of-factly  as  "partial  ostracism." 
For  all  the  talk  of  academic  tolerance, 
dissent  is  not  viewed  kindly. 

Bauer's  views  on  the  Third  World 
debt  problem  are  typically  trouble- 
making.  He  says  that,  as  a  percentage 
of  gross  national  product,  neither  the 
total  outstanding  sovereign  debt  of 
the  major  Third  World  borrowers  nor 
their  interest  and  principal  payments 
have  been  particularly  high  by  histori- 
cal standards.  He  says  the  borrowers, 

John  Cole/Impact 


Economist  Lord  Bauer 

Questioning  axioms  of  development  theory 


However,  Bauer  argues,  the  borrow- 
ers perceive  that  they  can  avoid  repay- 
ing— and  they  appear  to  be  right. 
Western  governments  and  powerful 
commercial  interests  would  rather 
cover  up  the  problem  with  reschedul- 
ing, Baker  Plan-type  additional  loans 
and,  in  the  last  analysis,  increased 
foreign  aid. 

If  the  Western  banking  system  is  so 
undermined  by  Third  World  loans 
that  it  needs  support  from  the  taxpay- 
er, Bauer  says,  this  support  should  not 
be  filtered  through  Third  World  gov- 
ernments. It  should  be  given  directly 
to  the  affected  banks — and  their  man- 
agements and  shareholders  made  to 
pay  a  price  in  cut  dividends,  mergers 
and  recapitalization.  Bauer  adds  that 
in  any  case  bank  collapses  cannot  trig- 
ger another  Depression  unless  accom- 
panied by  a  monetary  contraction, 
which  the  authorities  can  prevent. 

But  isn't  debt  forgiveness,  and  in- 
creased foreign  aid,  necessary  to  pre- 
vent the  spread  of  communism  in  the 
Third  World?  Bauer  says  communism 
has  historically  spread  indepen- 
dently of  prosperity — and  much 
Western  aid  is  channeled  through 
multilateral    agencies    to    anti- 
Western    governments    anyway. 
Aid  to  Ethiopia,  for  example,  en- 
trenches    the     Marxist-Leninist 
dictatorship  and  helps  perpetuate 
the  very  policies  that  accentuated 
the  hunger  in  the  first  place. 

Lord  Bauer  is  a  small,  courtly 
man  given  to  flashes  of  ferocity. 
Born  in  Budapest  in  1915,  his 
manner  is  a  curious  cross  of  delib- 
erate Central  European  professor 
and  waspish  Cambridge  don.  His 
father  was  a  bookmaker,  one  of 
whose  betting  clients  suggested 
Bauer  should  study  in  Britain. 

He  began  studying  economics 
at  Cambridge  University  in  1 934, 
while  still  working  on  a  law  de- 
gree in  Budapest.  Today  one  of 
the  numerous  things  that  trigger 
Bauer's  ire  is  the  claim,  as  in  the 
movie  Chariots  of  Fire,  that  Cam- 
bridge in  the  1920s  was  exclu- 
sive, xenophobic,  anti-Semitic. 
As  a  foreign  Catholic  of  Jewish 
background,  he  says,  he  met  with 
nothing  but  hospitality.  He  adds 
that,  with  his  minimal  English 
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and  worse  finances,  he  could  never 
gain  admission  in  similar  circum- 
stances now. 

Then,  economics  at  Cambridge  was 
dominated  by  John  Maynard  Keynes. 
Bauer's  supervisors  included  the  cele- 
brated Joan  Robinson,  associated  with 
an  overtly  left-wing  Cambridge  fac- 
tion. Bauer,  whose  early  work  was  on 
abstruse  topics  like  rent,  quasi-rent 
and  monopoly,  says  his  sympathies 
were  "mildly"  on  the  left. 

What  made  him  change  from  left  to 
right?  "My  eyes  were  opened  by  West 
Africa,"  he  says — the  more  than  ten 
years  he  spent  in  exhaustive  empiri- 
cal study  (once  described  as  "Benedic- 
tine scholarship")  of  the  economies  of 
Nigeria  and  Ghana,  then  under  Brit- 
ish rule;  and  also  that  of  Malaysia, 
then  also  a  colony  of  Britain. 

An  economic  revolution  had  just 
occurred  in  these  regions,  quite  spon- 
taneously and  without  any  particular 
planning  or  direction  by  the  colonial 
authorities,  who  basically  restricted 
their  role  to  the  maintenance  of  pub- 
lic order.  "In  1885  there  was  not  a 
single  rubber  tree  in  Malaya  nor  a 
single  cocoa  tree  in  British  West  Afri- 
ca," Bauer  has  written.  "By  the  1930s 
there  were  millions  of  acres  under 
these  and  other  export  crops,  the  bulk 
of  them  owned  and  operated  by  non- 
Europeans."  Indeed,  many  of  these 
African  and  Asian  peasants  were  illit- 
erate, but  they  had  responded  with 
alacrity  and  foresight  to  incentives 
transmitted  to  them  quite  uncon- 
sciously by  the  activities  of  traders. 

What's  this?  Economic  develop- 
ment in  a  poor  country  without  bene- 
fit ot  economists,  foreign  aid  and  tech- 
nical experts?  It  actually  happened. 
The  phenomenon  led  Bauer  to  ques- 
tion essentially  all  the  axioms  of  con- 
temporary development  theory.  Colo- 
nialism was  supposed  to  be  bad,  but 
here  it  had  brought  cash  crops  to  re- 
gions previously  dependent  on  subsis- 
tence fanning.  Poor  countries  were 
supposed  to  lack  the  capital  and  skills 
to  escape  the  so-called  vicious  circle 
of  poverty,  but  all  these  peasants  had 
seized  the  opportunity,  either  borrow- 
ing the  minimal  capital  required  from 
traders  or,  more  commonly,  substi- 
tuting their  labor  for  it.  (Some  ethnic 
groups  were  more  successful  than 
others,  however!  British  West  Afri- 

i  l  population  was  supposed  to  be 
wholly  agricultural,  according  to  offi- 
cial statistics,  but  Bauer  could  see 
that  many  ot  the  people  were  really 
involved,  often  part  time,  in  trade  and 
transportation. 

Bauer's  observations  contravened 
the  widely  accepted  "Clark-Fisher" 
hypothesis    that    economic    growth 


must  entail  a  progressive  shift  of  labor 
from  agriculture  to  trade  and  indus- 
try. It  also  caused  Bauer  to  doubt  the 
orthodoxy  that  major  capital  invest- 
ment in  infrastructure  had  to  precede 
sophisticated  economic  activity:  Here 
the  activity  came  first.  Human  energy 
and  ingenuity  were  the  seed  capital, 
not  foreign  aid  or  foreign  bank  loans. 

This  healthy  process  was  interrupt- 
ed by,  of  all  people,  the  British  colo- 
nial authorities.  By  the  1940s  they 
were  abandoning  their  traditional  pol- 
icies of  limited  government  in  favor  of 
state  intervention — influenced,  part- 
ly, by  the  sort  of  economics  Bauer  was 
taught  at  Cambridge.  How  could  an 
ignorant  African  peasant  possibly 
know  as  much  as  a  Cambridge  don  or 
a  trained  British  civil  servant? 

In  West  Africa,  in  particular,  mar- 

Growth,  Bauer  argues, 
is  really  dependent 
on  complex  changes  in 
attitudes,  and  these 
occur  only  through 
incentives. 


keting  boards  were  set  up  to  which 
the  peasants  were  compelled  to  sell 
their  produce.  Originally  justified  as  a 
price-stabilizing  measure,  the  boards 
were  used  to  confiscate  the  peasants' 
profits  by  paying  them  less  than  the 
world  price.  When  colonies  became 
independent,  the  new  governments 
happily  stepped  up  the  practice.  The 
money  siphoned  off  from  the  peasants 
was  often  spent  on  unviable  state- 
sponsored  industrial  projects.  The 
economic  progress  recorded  by  Bauer 
stalled,  and,  as  the  peasants  have  re- 
verted to  subsistence  farming,  even 
regressed — thanks  not  to  colonialism 
or  neocolonialism  but  to  socialism. 

The  1979  Brandt  Report  on  the 
Third  World  and  similar  studies 
helped  entrench  many  of  the  wrong- 
headed  attitudes.  It  endorsed  domes- 
tic socialism  and,  in  the  name  of  eco- 
nomic growth,  urged  more  and  more 
foreign  aid — or,  as  Bauer  prefers  to  call 
it,  "government  to  government  subsi- 
dy." Bauer  argued  that  these  injec- 
tions of  aid  could  not  produce  sus- 
tained growth.  In  fact,  they  were  posi- 
tively harmful,  because  they 
enhanced  the  power  of  government 
elites  to  persist  in  destructive  poli- 
cies, such  as  Tanzania's  forcible  col- 
lectivization of  its  agriculture,  and  to 
further  politicize  economic  life. 

Growth,  Bauer  argued,  was  really 
dependent  on  complex  changes  in  at- 
titudes, and  these  could  occur  only 
through  incentives.  Bauer  cites 
econometrician  Simon  Kuznets'  con- 


clusion that  less  than  10%  of  the  de- 
veloped Western  World's  growth  in 
per  capita  output  could  be  attributed 
to  increases  in  the  supply  of  capital  or 
labor;  the  rest  was  because  of  subtle 
improvements  in  their  efficient  use. 

Bauer's  insight  causes  him  to  be 
equally  critical  of  a  more  conservative 
prescription  for  the  Third  World:  pop- 
ulation control.  He  observes  that 
modernization,  which  is  really  west- 
ernization, is  usually  followed  by  a 
drop  in  population  size,  but  there  is 
no  reason  to  suppose  that  the  process 
will  work  the  other  way  around.  Con- 
traception is  already  widely  available 
in  the  Third  World,  and  the  fact  that  it 
is  not  fully  used  suggests  that  chil- 
dren are  important  to  the  local  incen- 
tive structure.  Draconian  control  pro- 
grams— like  the  Chinese  enforcement 
of  a  one-child-per-family  rule — might 
temporarily  free  some  resources  by 
reducing  the  dependent  population 
relative  to  the  work  force.  But  re- 
sources are  not  the  key  factor  in  de- 
velopment anyway.  Historically,  pop- 
ulation increases  have  been  quite 
compatible  with  economic  growth. 

Bauer's  prescription  for  the  Third 
World:  Leave  them  alone. 

But  no  one  is  inclined  to  leave  them 
alone.  The  Third  World  elites  benefit 
so  much  from  economic  controls  and 
from  Western  guilt  feelings,  Bauer 
says,  that  they  will  not  abandon  con- 
trols and  statism  despite  all  prom- 
ises— unless  the  West  stops  subsidiz- 
ing them,  which  it  is  not  yet  inclined 
to  do.  And,  he  says,  just  as  foreign  aid 
created  the  "Third  World"  by  encour- 
aging a  totally  diverse  group  of  coun- 
tries to  unite  in  quest  of  handouts,  so 
also  it  has  created  the  development 
economics  industry  in  the  First 
World,  by  indirectly  paying  for  the 
network  of  institutes  and  university 
departments. 

Bauer's  views  are  receiving  more 
attention  as  the  economic  problems 
of  the  Third  World  become  less  deni- 
able. His  last  two  books,  Equality,  the 
Tlrird  World,  and  Economic  Delusion 
and  Reality  and  RJwtoric,  were  widely 
and  respectfully  reviewed.  An  aca- 
demic conference  was  recently  held 
in  his  honor  by  Washington,  D.C.'s 
Cato  Institute  and  the  proceedings 
published  in  the  Cato  Journal. 

But  Bauer  remains  cheerfully  pessi- 
mistic: "The  vested  interests  are  so 
enormous  that  they  must  influence 
the  rising  generation." 

Bad  enough  that  this  causes  the  ex- 
pensive miseducation  of  our  talented 
young.  Worse,  it  condemns  millions 
in  the  Third  World  to  more  suffering 
than  they  would  otherwise  have  to 
endure.  ■ 


FORBES,  FEBRUARY  22,  1988 


H  T9rj  Hr  *e 


b*a 


1    -*Ul>'--' 


I 


I 


1 


For  performance,  speed, 
'eliability  and  service,  the  Beechjet 
sasily  surpasses  the  primary 
:ompetitorand  even  its  successor 
-vhich  won't  be  available  for 
another  year  or  more. 

And  the  Beechjet  carries  7-9 
oassengers  in  a  superbly  comfort- 
able cabin.  It's  the  largest  in  its 
:lass-30  cubic  feet  roomier  than 
the  competition.  The  "squared 
oval"  cross  section  gives  you  more 
head  and  shoulder  room,  and  the 
floor  is  flat  so  your  foot  doesn't 
dangle  in  a  5-inch  ditch. 


Time  to  climb.  Sea  level 

tO  41,000  ft.  (minutes) 

Beechjet 
22 

Citation  Sll 
39 

Citation  V* 
24 

Rate  of  climb 

(sea  level,  standard  day, 
feet  per  minute) 

3960 

3040 

3650 

Cruise  speed  (mph) 
29,000  ft. 
35,000  ft. 
41,000  ft. 

530 
516 
507 

469 
462 
436 

NA 
489 
471 

Range  (statute  miles,  crew  plus 
4  passengers,  comparable  speeds 

2220 

2190 

2265 

Cabin  width  fin.) 

59 

59 

59 

Cabin  height 

(in.,  main  floor  to  ceiling) 

57 

52 

52 

•Citation  V  performance  based  on 

Dresentlyavai 

able  figures. 

Certified  more  recently  than  any 
other  jet  in  its  class,  the  Beechjet 
has  state-of-the  art  swept  wing 
aerodynamics. 

For  more  detailed  information 
on  the  Beechjet's  performance  and 
comfort,  ca\\l-800-835-7767 
Ext.  956.  Arrange  for  a  flight 
demonstration.  We  guarantee 
it  will  be  an  eye-opener. 

Beechcraft .  Where  new  ideas  take  flight. 

Qeechcraft 

A  Raytheon  Company 
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The  Triple-A  Team. 

Dianne  Hederich's  determination 
helped  Battery  Park  City  turn  a  complex 
bond  issue  into  a  simple  success. 


D 


ianne  Hederich  is  a  member  of  our 

Triple-A  Team.  That's  the  name  we  gi\e  our 
research  stall  of  over  X()  specialists  in  business. 
government  and  finance. 

It's  the  largest,  most  experienced  group  in 
the  municipal  bond  insurance  industry.  And  the 
most  dedicated. 

I  hi  instance. 

New  York's  Batter)  Park  City  Authontx 
wanted  to  float  a  highh  complex  bond  issue  that 
would  ultimate!)  help  fund  low-income  housing. 

However,  bond  issues  that  are  difficult  to 
understand  are  difficult  to  sell.  And  main 
municipal  financing  experts  felt  this  offering 
would  not  achieve  the  rating  it  needed  to  attract 
investors  within  the  available  tune  frame. 

Bui  Dianne  Hederich  saw  value  in  the 
Authority's  objectives  and  set  out  to  help  struc- 
ture the  linaiK  ing  as  an  insurable  credit. 

\s  ,i  result  of  her  \  ision  and  determination. 
the  bonds  qualified  l*>i  MBIA  insurance  and  the 
fnple-A  ratings  it  brings.  And  the  Authority 
will  save  an  estimated  SI2  million  in  interest 

nse  ovei  the  life  of  the  bonds  as  a  result. 

What  does  all  this  mean  to  you.' 

More  viable  bonds  for  issuers. 
More  valuable  bonds  for  buyers. 

s  a  municipal  bond  issuer,  you  enjo>  a 
Favorable  interest  rate,  help  in  structuring 
•x  issues  and  more. 


As  a  municipal  bond  buyer,  you  get  our 
guarantee  that  principal  and  interest  will  be  paid 
on  time  and  in  full. 

And  all  our  bonds  receive  Triple-A  ratings 
from  Moody's  and  Standard  &  Poor's. 

We're  determined  to  make  your  bonds  a 
better  investment. 

For  more  information  call  914  6X1-1300. 
Or  write  to  Municipal  Bond  Investors  Assurance 
Corporation.  445  Hamilton  Avenue.  Box  78X, 
White  Plains.  NY  10602. 


Municipal  Bond  Investors 
Assurance  Corporation 


Personal  Affairs 


A  record  161  nations,  including  the  U.S.,  China  and  Russia,  will 
compete  in  Seoul  in  September  in  the  24th  Summer  Olympiad. 
Who,  seven  years  ago,  would  have  bet  it  could  happen? 

The  whole  world 
will  be  watching 


By  William  G.  Flanagan 

T|  he  games  of  the  24th  Summer 
Olympiad  opening  in  Seoul, 
Korea  Sept.  17  will  be  there 
largely  by  default.  The  recent  history 
of  the  Olympic  Games  is  rich  in  ath- 
letic achievement,  but  richer  still  in 
quadrennial  political  confrontation, 
economic  loss  and  even  fatal  vio- 
lence— so  much  so  that  the 
Olympics  had  evidently  be- 
come too  hot  for  any  Western 
city  to  want  to  handle.  Recall: 

•  1968:  student  riots  bloodi- 
ly repressed  in  the  streets, 
black  power  salutes  in  the  sta- 
diums of  Mexico  City; 

•  1972:  the  murder  of  Israeli 
athletes  by  Palestinian  terror- 
ists in  Munich,- 

•  1976:  20  African  nations 
boycott  the  games  in  Montreal 
and  the  games  themselves  sad- 
dle the  host  city  with  a  near- 
billion-dollar  deficit; 

•  1980:  the  U.S.,  protesting 
the  Soviet  Union's  invasion  of 
Afghanistan,  boycotts  the 
games  in  Moscow; 

•  1984:  the  Soviet  Union 
and  Eastern  bloc  nations  boy- 
cott the  games  in  Los  Angeles. 

Thus  it  was  that  when  offi- 
cials of  the  International 
Olympic  Committee  met  in 
1981  to  choose  the  site  of  the 
1988  games,  Seoul  was  one  of 
only  two  cities  (the  other  was 
Nagoya,  Japan)  even  to  bid  for 
the  honor. 

Even  so,  the  Republic  of  Ko- 
rea had  no  easy  time  selling 


itself  as  the  site  of  the  1988  games. 
The  fighting  between  South  and 
North  Korea  had  ended  in  1953.  But 
there  was — and  is — no  formal  peace 
between  them.  If  South  Korea  were 
the  site,  would  other  communist  na- 
tions show  up? 

Apart  from  such  purely  political 
considerations,  other  questions  re- 
mained. Not  only  were  there  doubts 


Heimo  Aga/Conuct 


Korean  gymnast  practices  for  Seoul  games 

A  masterful  balancing  act  for  South  Korea. 


about  security  in  Seoul,  there  were 
questions  about  its  financial  ability  to 
build  everything  from  hotels  to  sports 
stadiums  to  highways  to  airport  ter- 
minals. South  Korea's  bid  in  1981  fol- 
lowed its  first  (and  only)  postwar  drop 
in  GNP,  which  fell  almost  5%. 

Seoul  got  the  games  despite  such 
doubts,  and,  seven  years  and  at  least 
$3.1  billion  later,  the  doughty  South 
Koreans  are  now  about  to 
show  the  world  whether  their 
bold  gamble  was  worth  it. 
Forbes  thinks  the  world  will 
answer,  "Yes." 

The  least  of  South  Korea's 
problems  has  proved  to  be  or- 
chestrating the  complex  man- 
agement and  construction  of 
an  Olympic  showcase — stadi- 
ums, housing,  press  facilities, 
transportation — and  paying 
for  them.  Planners  sprang  into 
action  with  a  will  as  far  back 
as  1975,  clearing  prime  river- 
front property  for  the  housing, 
stadiums  and  other  facilities. 
They  had  completed  so  many 
of  the  facilities  in  1986  that 
they  could  host  the  Asian 
games  that  year  as  a  kind  of 
dress  rehearsal.  Korean  offi- 
cials expect  to  break  even  after 
all  is  said  and  done.  Already, 
for  example,  most  of  the  4,000 
apartments  built  to  house 
Olympic  athletes,  officials  and 
some  visitors  have  been  sold 
to  Seoul  residents  at  $50,000 
to  $100,000  per  unit. 

Luck  has  helped,  too,  in  lim- 
iting some  political  concerns. 
Despite  their  ideological  links 
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A  view  oft>M?  Olympic  Park  complex  in  Seoul 
Despite  the  anxiety,  a  risk  worth  taking. 


Hcimo  Aga  Conlaa 


to  North  Korea,  the  Soviet  Union  and 
its  Eastern  bloc  satellites  are  coming 
to  Seoul,  thanks  largely  to  glasnost — 
and  the  likelihood  of  carting  off  lots  of 
gold,  silver  and  bronze  medals.  The 
Soviets,  especially,  are  very  strong 
this  year.  China,  too,  obviously  sees 
more  to  be  gained  from  participating 
than  sitting  out  the  games  to  placate 
North  Korea,  which  has  spurned  of- 
fers by  the  International  Olympic 
Committee  to  host  several  events. 

Still,  even  now,  seven  months  be- 
fore the  Olympic  flame  is  due  to  be 
carried  into  the  new,  100,000-seat  sta- 
dium in  Seoul,  no  one  can  be  wholly 
free  of  anxiety.  Korea  is  still  a  divided, 
and  necessarily  vigilant  country. 
Seoul,  30  miles  south  of  the  Demilita- 
rized Zone,  is  still  ringed  with  tank 
traps.  Military  alerts  are  common- 
place. And  North  Korea  is  still  being 
run  by  one  of  the  world's  loosest 
screws,  Kim  II  Sung,  76.  When  he 
finally  passes,   his   totalitarian  reins 

ill  pass  to  his  son,  Kim  long  II,  46, 
lbly    effecting    the    communist 

irld's  first  dynastic  power  transfer. 

North  potential  tor  mtcrfer- 

or  disruption  of  the  games  is  real. 

t)  ;he   Asian  games   in 

.1   in    1986,   a  trial   run  for  the 

ipics    •      onsts  set  off  a  bomb  at 


Kimpo  International  Airport  that 
killed  five.  The  south  holds  the  north 
accountable  for  the  destruction  of  a 
Korean  Air  Lines  plane  in  1987,  in 
which  1 15  people  died. 

South  Korea  also  has  well-reported 
problems  within  its  own  borders.  Its 
phenomenal  economic  growth  has 
not  come  without  enormous  effort. 
South  Koreans  typically  work  55  or 
more  hours  a  week.  And  the  manu- 
facturing wage  rate  is  only  $1.57  per 
hour,  lower  than  Singapore's  ($2.40), 
Taiwan's  ($2.27)  and  even  Hong 
Kong's  ($1.89).  Foreign  travel  is  still 
severely  restricted.  By  law,  Koreans 
must  be  at  least  age  35  to  vacation 
outside  the  country.  (Before  last  June 
the  age  was  50.) 

Many  Koreans  who  still  remember 
the  1950-53  war  with  North  Korea, 
and  know  the  grim  facts  of  life  under 
Japanese  occupation  for  36  years  be- 
fore that,  applaud,  or  at  least  tolerate, 
tight-fisted  rule.  But  many  students 
and  others  of  the  postwar  generation 
want  more  freedom  and  a  less  power- 
ful military.  The  presidential  elec- 
tions in  December,  called  in  response 
to  widespread  student  rioting  and  a 
general  strike  last  summer,  were  the 
first  held  in  16  years.  But  the  results 
disappointed  many  Koreans  who  had 


hoped  for  significant  political  change. 
The  ruling  Democratic  Justice  Party 
retained  power  but  did  not  win  a  ma- 
jority popular  vote  (36% ). 

So  the  danger  of  disruption  of  the  I 
games,  by  enemies  in  the  north  or  by 
dissidents  within  the  south  itself, 
can't  be  completely  ruled  out.  But  few 
nations  are  as  prepared  to  deal  with  it 
as  is  South  Korea.  It  has  learned  a 
thing  or  two  about  coping  with  air- 
craft bombings,  assassination  threats 
and  student  riots.  At  the  nation's  ma- 
jor airports,  passengers  and  baggage 
are  searched  thoroughly,  quickly  and 
often.  Armed  troops  patrol  the  termi- 
nals. At  major  hotels,  security  guards 
are  discreetly  omnipresent. 

The  games  themselves  have  strong 
local  support.  Though  two  of  the  four 
political  opposition  parties  maintain 
that  the  December  election  was 
rigged,  they  have  accepted  the  results, 
and  all  are  solidly  behind  the  Olym- 
pics, despite  the  risks  and  costs. 

The  overwhelming  likelihood  is 
that  at  the  closing  ceremonies  on  Oct. 
2,  Korea  will  be  entitled  to  take  a  deep 
bow — and  breathe  a  deep  sigh  of  relief. 
If  the  Olympics  can  do  for  Korea  what 
they  did  for  Japan  in  1964 — put  it  in 
the  big  leagues — it  all  will  have  been 
worth  it. 
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Whether  it's  the  Olympic  games,  business,  afur- 
luying  expedition,  a  simple  vacation  or  looking 
or  your  military  past . . . 

Seoul  will  knock 
your  socks  off 


Myong-dong  shopping  district  near  central  Seoul 
Eighty  percent  of  the  quality  at  50%  the  price. 


John  NordeltJB  Pictures 


Around  Christmastime,  California 
tour  operators  run  shoppers'  junkets 
from  Los  Angeles  and  San  Francisco 
to  Seoul,  Korea.  They're  packed.  That 
tells  you  at  least  two  things  about 
Seoul:  It's  a  shoppers'  paradise  (more 
later),  and  it's  a  lot  safer  and  more 
pleasant  than  the  newspapers  and  TV 
tend  to  portray  it.  Street  crime  is  rare, 
sidewalks  are  spotless,  and  service  is 
prompt  and  courteous  in  hotels,  shops 
and  restaurants.  Sure,  students  dem- 
onstrate, more  than  occasionally  and 
sometimes  violently,  but  they  disrupt 
life  in  Seoul  about  as  much  as  the 
Columbia  University  riots  disturbed 
Wall  Street  in  the  1960s. 

The  notion  that  Seoul  is  foul-smell- 
ing, overcrowded,  poor,  dangerous 
and  boring  for  Westerners  is  as  dated 
as  MASH  reruns  on  TV. 

Seoul  is  as  modem  an  Asian  capital 
as  Tokyo,  Hong  Kong  or  Singapore. 
What  it  lacks  in  the  diversions  and 
charms  those  cities  boast,  it  makes  up 
for  in  hustle — and  value.  My  bellhop 
at  the  Lotte  Hotel  failed  to  point  out 
how  the  heating  system  in  my  room 
worked,  but  he  did  sprint  down  the 
hall  with  my  bags  as  soon  as  we  exited 
the  elevator,  and  he  wouldn't  accept  a 
tip  (there  is  a  10%  service  charge  on 
your  room  bill). 

Like  many  Oriental  cities,  as  West- 
erners experience  them,  Seoul  is  real- 
ly a  series  of  small  enclaves.  Business 
visitors  might  not  have  to  stray  at  all 
from  central  Seoul,  near  the  City  Hall. 
Clustered  there  are  hotels,  banks,  fi- 
nancial institutions  and  some  corpo- 
rate headquarters  (including  Samsung 
and  Daewoo),  foreign  embassies,  de- 
partment stores  and  even  some  of  the 
more  important  historic  sights. 

At  last  count,  there  were  18  deluxe 
hotels  catering  to  foreigners.  English 
is  universally  spoken  and  you'll  prob- 
ably find  everything  you  need  under 
the  same  roof — including  local  and 
Western  restaurants  and  pubs,  shop- 
ping, 24-hour  room  service,  swim- 
ming pools  and  spas,  business  ser- 
vices, airline  offices,  travel  agencies, 
discos.  The  Sheraton  Walker  Hill 
even  sports  a  casino.  The  Lotte,  Presi- 
dent, Seoul  Plaza  and  Westin  Chosun 
are  the  best  choices  hard  by  City  Hall. 
The  King  Sejong,  Seoul  Royal,  Kor- 
eana,  Ambassador,  Hyatt  Regency 
Seoul,  Seoul  Hilton  International, 
Shilla,  New  World,  Riverside  and 
Seoul  Palace  are  a  few  minutes  away 
by  cab.  The  Walker  Hill,  Ramada  Inn 
Olympia  and  Seoul  Garden  are  a  bit 
farther  out.  Room  rates  range  from 
about  $96  to  $145  for  a  double. 

There  are  about  a  dozen  each  first-, 
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Modern  hotels  now  dwarf  Seoul's  City  Hall  (foreground) 
World-class  traffic  for  a  Third  World  nation  with  ambitions 


William  McNameeDuomo 


second-  and  third-class  hotels,  with 
rates  about  two-thirds,  half  or  one- 
third  the  deluxe  rates,  respectively. 

But  note:  If  you  are  bound  for  the 
Olympics,  space  at  the  better  hotels  is 
already  tight  (see  box).  Contact  the 
Korea  National  Tourism  Corporation 
for  well-prepared  guidebooks  and  oth- 
er information.  (KNTC  has  offices  in 
New  York,  Los  Angeles,  Chicago,  Se- 
attle and  Honolulu.) 

Near  City  Hall  are  two  of  Seoul's 
gems,  worth  a  visit  no  matter  how 
short  your  stay:  Kyongbokkung  Pal- 


ace and  the  adjacent  National  Muse- 
um, one  of  the  largest  in  Asia,  housed 
in  the  old  Japanese  capitol  building. 
(Waste  not,  want  not.) 

If  you  want  more  than  a  two-hour 
taste  of  5,000  years  of  Korean  history, 
stay  overnight  at  the  resort  town  of 
Kyongju,  a  4'/2-hour  train  ride  south. 
It  has  another  museum  filled  with 
artifacts,  including  gold  girdles  and 
crowns  worn  by  Shilla  dynasty  kings  a 
thousand  and  more  years  ago.  Much 
of  what  is  on  display  was  excavated 
from  the  many  royal  tombs  in  the 


region.  There,  in  hilly  terrain  reminis- 
cent of  New  England,  are  also  numer- 
ous Buddhist  statues  and  shrines,  in- 
cluding Pulguska,  the  nation's  most 
revered  Buddhist  temple.  Kyongju  fea- 
tures two  modern,  deluxe  hotels. 
There  are  also  golf  courses,  amuse- 
ment parks  and  ocean  beaches  nearby. 

Chejudo,  an  island  resort  off  the 
south  coast  and  about  an  hour's  flight 
from  Seoul,  is  Korea's  Hawaii  during 
the  summer  months.  In  winter,  there 
is  skiing  at  five  resorts. 

The  cuisines  available  in  Korea  rep- 
resent a  living  buffet  of  its  history. 
Besides  Korean,  Chinese  and  Japanese 
restaurants  abound.  Hotels  have 
Western  restaurants — from  steak 
houses  to  Italian  to  British  to  Ger- 
man. And  the  Burger  King  crowd 
won't  have  to  hunt  for  fixes,  either. 

Korean  cuisine  is  zesty — peppers, 
garlic,  ginger  and  sesame  are  used  lib- 
erally. For  a  traditional  meal  and  en- 
tertainment, try  Korea  House. 

But  the  favorite  pastime  of  West- 
erners in  Seoul  is  shopping.  It's  said 
you'll  find  stuff  that  is  80%  as  good  as 
you'll  find  anywhere  else,  at  50%  the 
price — even  after  the  battering  of  the 
dollar.  Most  salespeople  speak  En- 
glish, credit  cards  are  accepted  and 
bargaining  is  expected. 

The  major  district  for  high-quality 
items  is  Myong-dong,  near  the  city 
center.  But  if  time  is  short,  head  first 
for  the  Itaewon  district,  a  short  cab 
ride  from  the  the  center  of  Seoul.  It  is 
crammed  with  over  1,300  shops,  large 


Going  to  the  games 


In  the  U.S.,  the  sole  sales  agent  for  tickets  to  Olym- 
pic events  is  Olson-Travelworld,  Ltd.,  in  Culver 
City,  Calif.  (800-992-9511  or  213-670-7100),  which  is 
only  now  readying  application  forms.  Some  130,000 
event  tickets  have  been  earmarked  for  sale  here,  at 
prices  from  $3  (for  archery  and  fencing)  to  $200  (for  the 
best  seats  to  the  opening  and  closing  ceremonies).  The 
average  price  is  $15  to  $20. 

All  ticket  applications  must  be  accompanied  by 
check,  and  tickets  will  be  confirmed  in  July  and  mailed 
in  August.  For  events  that  are  oversubscribed  (as  the 
opening  and  closing  ceremonies  are  bound  to  be),  appli- 
cations will  be  selected  at  random,  and  those  failing  to 
get  tickets  will  receive  refunds. 

Olson,  a  tour  wholesaler,  is  also  putting  together 
package  tours  of  5  to  19  nights,  priced  from  $2,300  to 
$3,600  per  person,  including  transfers  and  breakfasts. 
Visitors  will  stay  in  the  Olympic  Family  Town,  apart- 
ments located  close  to  many  of  the  game  sites. 

If  you  want  a  package  that  offers  accommodation  at  a 
deluxe  hotel,  Olson  has  a  six-night  package  at  the 
Hyatt  Regency's  Club  Tower  with  breakfast  and  dinner 
credits,    t  $3,000  per  person,  including  air  travel  from 


Los  Angeles.  It's  filling  fast.  Other  packages  at  slightly 
lower  cost  feature  first-class,  rather  than  deluxe,  ho- 
tels. (Most  deluxe  hotel  rooms  have  been  reserved  for 
officials  of  the  Olympics.) 

Note:  These  package  tours  do  not  include  tickets — 
you  must  procure  them  on  your  own.  For  more  Olym- 
pic games  and  travel  information  contact  the  Korea 
National  Tourism  Corp.,  460  Park  Avenue,  #400,  New 
York,  N.Y.  10022  (212-688-7543).  Korea  anticipates 
that  7,000  to  8,000  American  tourists  will  visit  Seoul 
for  the  games. 

Special  note  for  Korean  War  vets:  If  you  served  in  Korea 
between  June  25,  1950  and  July  27,  1953,  the  Korean 
Veterans  Association  sponsors  tours  to  Seoul  that  in- 
clude six  days  of  free,  first-class  accommodations  and 
other  arrangements  (except  during  the  games).  Cecillia 
Tours  &  Travel  (45  West  34th  Street,  #1003,  New 
York,  N.Y.  10001  (212-239-4090)  has  a  trip  coming  up 
Apr.  30,  for  example.  Cost  for  vets  and  family  mem- 
bers: $998,  including  round-trip  fare  from  JFK  in  New 
York.  Other  tours  leave  from  Los  Angeles.  Cost:  $650 
and  up.  Contact  the  Korean  Veterans  Association  (213- 
382-8823)  for  more  information.— W.G.F. 
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and  small,  offering  goods  especially 
sought  by  Westerners.  You  can  get 
furs  from  designer  shops  like  Jindo, 
Woodan  and  Samjung,  often  at  sav- 
ings substantial  enough  to  pay  for 
your  trip.  (As  with  so  much  that  is 
produced  in  Korea,  the  raw  materials 
may  come  from  all  over  the  world;  the 
savings  come  from  the  low-cost,  effi- 
cient labor  and  buying  duty  free.) 

Here  is  a  sampling  of  the  kinds  of 
things,  and  recent  prices,  available: 
silk  blouses,  $16  to  $20;  blue  jeans,  $8 
to  $15;  leather  jackets,  $40  to  $100; 
eelskin  briefcases,  $100;  Reebok, 
Nike  and  other  name  running  shoes, 
$7  to  $15;  factory-made  shoes,  $30  to 
$35;  custom-made  shoes,  $40;  cus- 
tom-made shirts,  $12;  custom-made 
suits,  $120  to  $170.  Note:  Tailors  can 
make  suits  in  as  little  as  24  hours; 
they  look  it.  The  more  time  you  can 
manage  for  fittings,  the  better. 


In  Itaewon,  hard  by  U.S.  Eighth 
Army  Headquarters — 43,886  Ameri- 
can servicemen  and  women  are  still 
stationed  in  Korea — there  are  also 
"stand-bars,"  discos  and  restaurants. 

You  can  spot  nonmilitary  Cauca- 
sians easily  in  the  area — they  are  the 
ones  snapping  up  all  the  imitation 
Vuitton,  Gucci  and  other  "designer 
label"  luggage  at  laughable  prices. 
(Korea  has  launched  a  campaign  to 
halt  the  making  of  such  knockoffs  by 
the  end  of  this  year.) 

Insa-dong,  known  to  foreigners  as 
Mary's  Alley,  is  also  close  to  the  city 
center  and  is  the  best  place  for  cela- 
don ceramics,  antiques  and  art. 

While  visible  scars  of  the  Korean 
War  have  long  since  faded  from  Seoul, 
its  memory  of  it  has  not,  and  Pan- 
munjom  keeps  it  alive.  Weekdays, 
there  are  daylong  excursions  north  to 
the  Demilitarized  Zone,  which  di- 


vides Korea  roughly  along  the  38th 
parallel.  Reserve  a  spot  early  at  your 
hotel  travel  desk,  as  space  is  limited. 
The  trip  is  also  very  popular  with  Jap- 
anese tourists.  Cost:  $35. 

There  are  several  stops  en  route  to 
the  site  of  the  peace  talks — still  con- 
ducted occasionally — including  war 
memorials  and  the  "third  tunnel." 
Discovered  in  1978,  it  was  dug  under 
the  DMZ  by  the  North  Koreans. 

At  Panmunjom,  you'll  get  a  mili- 
tary briefing  and  history,  then  get  a 
chance  to  face  North  Korean  troops 
across  the  conference  table  where  the 
cease-fire  was  signed  on  July  27,  1953. 
Take  your  camera:  Picture-taking  is 
allowed  at  many  sites. 

Another  popular  day  trip  is  to  the 
Korean  Folk  Village,  an  hour  south  of 
Seoul,  which  portrays  how  Koreans 
lived  before  the  modern  era.  It  now 
seems  oddly  quaint. — W.G.F. 


It  took  Europe  centuries  to  fight  its  way  from 
peasant  poverty  to  industrial  prosperity.  South 
Korea  made  the  same  journey  in  25  years.  At 
least  some  of  the  credit  is  owed  to  the  GIs  who 
served  and  sometimes  died  to  enable  this  small 
country  to  stand  on  its  own. 

A  GI  returns 


TONGDUCHON,   KOREA,   MARCH    1963 

The  young  GI  picked  his  way  down  a 
dark,  muddy  alley  of  the  village,  a 
shantytown  accreted  to  the  gates  of 
Camp  Casey  like  a  mining  camp  at  a 
mother  lode.  Down  the  alley's  middle 
ran  a  spine  of  dark  water,  a  foul  rivu- 
let where  in  the  daytime  women 
rinsed  pots  and  children  played.  He 
was  careful  not  to  ruin  the  spitshine 
his  houseboy  had  applied 
to  his  boots. 

Though  it  was  late  win- 
ter, the  air  still  hung 
heavy  with  the  fetid  odor 
of  fields  fertilized  with 
human  excrement,  some 
of  it  pumped  from  GI  la- 
trines. That  smell  hung 
over  the  countryside  like 
a  rank  tent. 

He  shivered  in  his  field 
jacket  as  he  moved  past  a 
row  of  open-air  shops,  a 
single,  bare  bulb  dangling 
in  each.  They  sold  fresh 
cabbages  and  ox  meat, 
jarred  and  canned  fish  and 
fruit,  bogus  Johnnie  Walk- 


er Scotch  and  imitation  Camels.  One 
small  shop  had  an  old  guitar  and  a  few 
dozen  clocks  and  watches;  their 
hands  averaged  9  p.m. 

Out  of  nowhere,  he  heard  a  trom- 
bone playing,  of  all  things,  "Danny 
Boy"  and  felt  a  sharp  stab  of  home- 
sickness. Less  than  two  weeks  earlier 
he  had  spent  St.  Patrick's  Day  in  Man- 
hattan with  a  special  Irish-American 


A  bar  girl, 
Gone  are 


vintage  1963,  in  Tongducbon 
the  mail-order  frocks. 


girl.  He  was  sure  she  wouldn't  wait 
the  383  days  until  his  sentence  was 
up.  He  asked  himself  why  he'd  pushed 
up  his  draft  after  college,  and  what  the 
hell  he  was  doing  in  godforsaken 
Tongduchon,  Korea,  Asia,  the  Orient? 
He  followed  the  music  to  a  dingy 
bar,  which  had  unpainted  concrete 
walls  lined  with  wooden  benches  that 
were  warmed  by  a  half-dozen  bar  girls 
done  up  in  their  Sears,  Roebuck  best. 
Cost  of  services:  $3.  The  Korean  trom- 
bonist was  self-taught,  playing  for  in- 
frequent tips.  "Danny  Boy"  was  one- 
fifth  of  his  repertoire. 

The  bar  had  a  hard-packed  dirt 
floor,  and  the  only  alcohol  served  was 
OB  beer,  made  in  Korea  but  potable. 
GIs  were  told  never  to  eat  or  drink 
anything  off  base  except  OB  beer  or 
Coca-Cola,  or  else  risk  worms,  hepati- 
tis and  a  host  of  other  infectious  and 
parasitic  diseases. 

Through  luck  and  the  guile   the 
Army  encourages,  the  GI  wound  up  as 
_^^^^^^     editor  of  the  Seventh  In- 
^     fantry   Division    newspa- 
jw^^^M     per,  the  Bayonet,  as  well  as 
f*B_J     writing  for  Stars  &  Stripes. 
■tBT^iJ     One  intriguing  story:  the 
R^^^]     gradual   disappearance   of 
U  several  children  from  Lu- 

ff jongbu.  It  turned  out  a  Ko- 

^M  l     rean  riger,  probably  one  of 

>;r%a^— 1     the  last,  had  developed  a 
sweet  tooth  for  children. 

There  were  many  visits 
to  Seoul,  but  it  offered  lit- 
tle— poor,  clouded  with 
charcoal  dust  and  diesel 
fumes  and  teeming  with 
shacks.  But  already  evi- 
dence of  the  ruthless  effi- 
ciency   and    resourceful- 
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ness  of  Koreans  was  everywhere.  The 
sides  of  civilian  buses  were  ham- 
mered-out  oil  drums.  Shops  hawked 
brassware  made  from  spent  shell  cas- 
ings, which  peasants  risked  their  lives 
to  police  from  firing  ranges.  An  illicit 
antiques  trade  flourished,  fed  by  once 
wealthy  families.  Tailors  custom-fit 
GIs'  uniforms.  Korea  had  its  rewards, 
but  it  was  nobody's  idea  of  paradise. 

Finally,  it  was  his  "wake-up"  day, 
time  to  go  home,  and  he  still  had  no 
idea  of  why  he  was  there  in  the  first 
place.  And  not  even  the  roar  of  the 
prop  engines  could  drown  out  his 
cheers  as  the  plane  took  off  for  Tokyo 
and,  eventually,  home.  He  thought  he 
had  finished  with  Korea  forever. 

Seoul,  January  1988  The  middle- 
aged  editor  had  just  arrived 
from  the  airport,  settled  into 
the  upholstered  leather  chair 
in  the  Hotel  Lotte's  hardwood- 
paneled  Windsor  Room  and  or- 
dered an  OB  beer.  Cost:  S3.  He 
half-listened  to  an  American 
airline  pilot  grousing  about 
deregulation's  effect  on  safety. 
A  prim,  young  Korean  wom- 
an decked  out  in  a  lace- 
tnmmed  dress  sat  at  the  piano, 
mechanically  pumping  out 
Broadway  show  tunes. 

Incredibly,  out  of  nowhere, 
the  pianist  started  playing 
"Danny  Boy,"  and  a  smile 
came  to  the  editor's  face. 
"Famous  old  Korean  song," 
the  pianist  said.  She  wasn't 
even  born  then. 

Shortly  after,  an  attractive  Korean 
woman  slid  between  him  and  the  pi- 
lot. Cost  ol  services:  $140.  Preferably 
in  Korean  won,  not  vour  softening 
greenbacks.  The  editor  and  the  pilot 
smiled,  turned  away  and  ordered  two 
more  beers  before  calling  it  a  night. 

In  the  morning  he  drank  in  the  view 
from  his  24th-floor  room,  as  the  day- 
late  Today  show  droned  over  AFKN, 
the  military  TV  station.  Alter  direct- 
dialing  home,  he  peered  at  the  distant, 
snow-capped     hills,     barely     visible 
through  the  air  pollution.  The  broad 
a  in  front  of  City  Hall  swarmed 
with  new  Hyundai  and  Daewoo  and 
Kia  cars,  modern  buses,  trucks.  Sky- 
md  apartment   blocks  had 
long    since    shadowed     the    church 
air  subway  lines  snaked  be- 
ity   ot    10   million,   one- 
rth  ot  South  Korea's  population, 
met  and  interviewed  Koie.in  oi- 
ls about  the  Olympics,  tourism 
economii    programs,    1  hc\  were 
h,  shrewt    men  with  bold  plans 
the  pov.        to  implement  them. 
bra  rightly,  of  the  Olympic 


coup  and  hated  to  speak  of  the  past. 
The  editor  learned  to  stop  saying  he 
had  been  to  Korea  before.  These  bus- 
tling, efficient  men  either  weren't  in- 
terested or  were  embarrassed. 

But  the  editor  remembered  the  dog- 
soup  stalls  in  Seoul  and,  even  then, 
the  angry  students  in  tea  houses  who 
cursed  American  imperialism. 

And  he  recalled  the  hybrid  orphans, 
who  were  shunned  and  despised.  And 
the  white-clad  papasans  clambering 
over  the  steep,  barren  hills  for  fire- 
wood, their  backs  bent  by  their  loads, 
their  lined  faces  stained  with  the  mel- 
ancholy that  had  earned  them  the  so- 
briquet Irish  of  the  Orient. 

He  took  a  tour  bus  to  Panmunjom, 
in  the  Demilitarized  Zone,  and  for  the 
first  time  in  his  life  stared  a  North 


Bridge  of  No  Return  into  North  Korea 
Where  POWs  were  once  exchanged. 


tourists 


Korean  guard  firmly  in  the  eye  and 
was  surprised  at  how  much  hate  was 
generated.  But  all  around  Panmun- 
jom, villagers  from  Taesong-dong 
continue  planting  their  rice — using 
tractors  instead  of  oxen — and  highly 
prized  ginseng. 

On  a  train  ride  south  from  Seoul,  he- 
saw  that  the  fields,  now  cultivated 
with  commercial  fertilizers,  were 
covered  with  plastic  hothouses.  Odor- 
tree,  efficient  farming  had  come  to 
Korea.  Factories  large  and  small  lined 
the  rail  route.  Four-lane  highways  to 
the  port  of  Pusan  pulsed  with  trucks 
heavily  laden  with  exports. 

He  had  tried  to  learn  something  of 
Korea's  rich  past  a  quarter-century 
earlier;  but  literature  was  scarce  on 
the  subject  then.  Now  bookstore 
shelves  groaned  with  picture  books 
and  revisionist  histories  painting  a 
glorious  past. 

He  managed  to  visit  his  old  Army 
outfit  and,  while  the  numbers  had 
changed  from  the  Seventh  Division  to 
the  Second,  it  was  still  the  Army,  and 
homesick  GIs  still  counted  the  days 
to  their  "wake-ups." 


Arriving  in  a  chauffeur-driven 
Daewoo  sedan,  he  got  permission 
from  an  amused  sergeant  at  the  gate 
to  poke  around  Camp  Casey.  After  a 
while,  just  past  a  new  Burger  King,  he 
found  the  old  Quonset  hut  where  he 
had  once  lived.  In  fact,  the  post  had 
changed  surprisingly  little.  He  won- 
dered aloud  to  his  driver  about  the 
fate  of  Pak  Chan  Ho,  his  old  house- 
boy.  It  was  then  that  the  driver,  a  man 
in  his  mid-50s  who  dressed  like  an 
investment  banker,  reluctantly  vol- 
unteered that  he,  too,  had  once  been  a 
houseboy  in  the  Seventh  Division. 
There  are  now  plenty  of  other  things 
for  Koreans  to  do  than  wash  GIs'  fa- 
tigues and  polish  their  boots.  Or 
swipe  their  baseball  bats. 
Outside  Camp  Casey's  gates,  Korea 
has  marched  on.  The  dirt  al- 
leys of  Tongduchon  have  long 
been  paved,  the  simple  shacks 
replaced  by  modern  store- 
fronts with  sidewalks,  offering 
the  latest  watches,  electronics 
and  custom-made  clothes  on 
layaway.  There  are  Wendy's 
and  Kentucky  Frieds.  And,  dis- 
creetly set  in  the  hills,  remain 
the  orphanages  for  the  inevita- 
ble hybrid  offspring. 

As  he  boarded  the  727  to 
Tokyo  and  home,  his  feelings 
were  mixed.  He  had  closed  a 
loop  in  his  life  by  going  back 
and  washing  away  years  of  ro- 
mantic haze.  He  remembered 
that  some  of  his  friends  had 
stayed  in  the  Army  and  taken 
one-way  trips  to  Vietnam;  he  thought 
of  the  few  GIs  in  his  unit  who  had 
died  in  one  of  the  periodic  skirmishes 
around  the  DMZ.  And  of  the  54,260 
Americans  who  had  died  there  when 
he  was  still  a  kid. 

As  the  plane  gently  lifted  off  the 
tarmac  over  the  glistening,  neon  pago- 
da that  is  Korean  Air  Lines'  new  ter- 
minal, he  tried  once  again  to  answer 
that  question  the  Army  had  never  an- 
swered: Why  were — and  are — Ameri- 
cans there?  Why  did  all  those  GIs  and 
Koreans  and  others  die  there?  To 
make  South  Korea  safe  for  Wendy's 
and  expensive  bar  girls?  To  assure  a 
supply  of  relatively  inexpensive 
sneakers  for  America's  jogging  paths 
and  Hyundais  for  her  freeways? 

Yes,  damn  it,  that  was  a  large  part  of 
what  the  war  was  fought  over  and 
why  the  U.S.  is  still  in  Korea:  helping, 
these  hardworking  and  ambitious 
people  to  stand  on  their  own — what- 
ever the  consequences.  South  Korea  is 
not  yet  as  democratic  as  we  would 
like,  but  it  is  a  nation  determining  its 
own  destiny.  At  breakneck  speed. 
Well  done,  GIs.  ■ 
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5  the  Jeep-type  station  wagon  a  truck  or  a 
:ar?  Either  way,  the  Japanese  are  making 
nroads  in  this  rapidly  growing  market. 


Look,  ma,  no 
backseats 


By  Edwin  A.  Finn  Jr. 


N'o  sooner  had  Chrysler  agreed 
to  buy  46%  of  American  Mo- 
tors Corp.  last  March,  than  Lee 
'acocca's  boys  were  complaining  to 
Representative  John  Dingell 

D-Mich.)  about  a  backdoor  strategy 
employed  by  Japanese  competitors  of 
M/iC's  Jeep  division. 

Chrysler  officials  were  miffed  about 
lapan's  fastest-growing  class  of  im- 
ports to  the  U.S.:  four-wheel-drive 
sport  utility  vehicles  that  include  the 
Toyota  4Runner,  the  Isuzu  Trooper 
and  the  Suzuki  Samurai.  Some 
£30,000  such  Japanese  vehicles  were 
imported  into  the  U.S.  in  1987,  cap- 
turing nearly  a  third  of  the  $10  billion 


U.S.  sport-vehicle  market.  These  ve- 
hicles are  aimed  squarely  at  Jeep, 
America's  best  known  maker  of  four- 
wheel  drives. 

Critical  question:  Are  these  things 
passenger  cars  or  trucks?  Right  now, 
almost  all  Japanese  four-wheel  drives 
are  imported  into  the  U.S.  without 
backseats.  That  way,  they  are  able  to 
qualify  as  trucks  instead  of  cars, 
thereby  avoiding  pushing  Japan  over 
its  voluntary  annual  ceiling  of  2.3 
million  passenger-car  imports  into 
the  U.S.  As  trucks,  they  simply  pay  a 
duty  and  roll  onto  America's  docks. 

Trucks?  Tell  that  to  the  hundreds  of 
thousands  of  families  who  use  them 
as  extra-rugged  station  wagons,  with 
cargoes  consisting  mainly  of  kids,  gro- 


ceries and  perhaps  a  bundle  of  wood 
for  the  fireplace.  True,  the  Japanese 
vehicles  don't  have  backseats  when 
they  are  imported,  but  they  do  have 
carpeting,  ashtrays,  air-conditioning 
vents  and  stereo  speakers  in  the  back. 
Most  even  have  rear  seat  mounts  so 
that  backseats — imported  separate- 
ly— can  be  quickly  and  easily  in- 
stalled by  U.S.  dealers.  Trucks? 

In  many  ways,  this  subterfuge  ech- 
oes the  1960s,  when  the  Japanese 
dodged  U.S.  truck  tariffs  by  importing 
pickup  trucks  as  "truck  parts."  They 
imported  the  trucks  without  the  box 
on  the  back,  and  once  the  trucks  were 
in  the  U.S.,  the  boxes — again,  import- 
ed separately — were  simply  bolted  on. 

In  Representative  Dingell,  whose 
constituents  include  the  United  Auto 
Workers  and  the  big  three  auto  com- 
panies, Chrysler  officials  found  an  un- 
derstandably empathetic  ally.  Dingell 
fired  off  a  series  of  angry  letters  to  the 
Secretary  of  Commerce  and  the  head 
of  the  Customs  Service,  demanding 
an  explanation.  Says  a  counsel  to  Din- 
gell's  Energy  and  Commerce  commit- 
tee, "If  the  Japanese  say  they  have  a 
2.3-million-unit  import  restraint, 
they  had  better  stick  to  it." 

Late  last  month  the  Customs  Ser- 
vice said  it  would  soon  begin  classify- 
ing these  Japanese  sport  utility  vehi- 
cles as  cars,  not  trucks.  That  way, 
they  will  be  subject  to  the  voluntary 
export  restraints.  In  addition,  the  Jap- 
anese companies  may  now  have  to 
bring  these  vehicles  up  to  U.S.  car 
safety  and  emission  standards,  at  a 
cost  of  perhaps  S500  per  unit. 

A  victory  for  Chrysler?  Maybe, 
maybe  not.  Because  the  strong  yen  is 
forcing  the  Japanese  to  raise  prices, 
their  passenger-car  imports  to  the 
U.S.  are  falling  short  of  quota  limits — 
by  an  estimated  200,000  vehicles  in 
1988.  That  leaves  room  for  the  Japa- 
nese to  bring  in  almost  all  the  sport 
vehicles  and  remain  within  the  quota. 
Says  Montgomery  Securities  analyst 
Ron  Glantz,  "American  automakers 
really  shot  themselves  in  the  foot  on 
this  one." 

Indeed,  by  importing  the  trucklike 
vehicles  as  cars,  the  Japanese  will  pay 
only  2.5%  in  duties  as  against  the 
25%  duties  they  had  been  paying 
when  importing  them  as  trucks.  That 
will  save  them  as  much  as  $1,500  per 
vehicle,  which  goes  a  long  way  toward 
offsetting  the  cost  of  the  rising  yen 
and  the  extra  safety  equipment.  Con- 
fesses a  Chrysler  spokesman,  "It 
looks  like  the  change  could  actually 
hurt  us." 

Close  a  door  and  they  come  through 
the  window.  Close  the  window  and 
they  come  through  the  door.  ■ 
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There  used  to  be  four  dealmaking  Bass 
brothers.  Now  just  one,  Robert,  at  age  39, 
has  become  the  heavy  hitter. 


On  his  own 


By  William  P.  Barrett 


ABOUT  THREE  YEARS  AGO  the  four 
Bass  brothers  of  Fort  Worth 
bstarted  quietly  dividing  their 
billions  among  themselves,  and  each 
went  his  own  dealmaking  way.  The 
secretive  siblings  no  longer  engage  in 
the  kind  of  collective  dealmaking — 
and  occasional  greenmailing — that 
brought  them  to  national  attention. 
The  oldest  brother,  Sid,  45,  is  best 
known  these  days  for  gossip-column 
stories  about  his  impending  divorce 
from  wife,  Anne,  and  his  romantic 
liaison  with  socialite  Mercedes  Kel- 
logg. Two  other  brothers,  Edward  and 
Lee,  keep  their  financial  profiles  pret- 
ty low.  Toward  the  end  of  1987  a 
group  that  included  Sid,  Lee  and  their 
rather,  Perry  R.  Bass,  did  announce  a 
$20  million  position  in  Church's 
Fried  Chicken  Inc.,  but  this  was  hard- 
ly large-scale  dealmaking. 

That  these  days  is  pretty  much  left 
to  the  remaining  brother,  39-year-old 
Robert,  whose  personal  net  worth  of 
about  $1  billion  now  probably  makes 
him  the  richest  of  the  clan.  In  the  past 
year  or  so  he  has  involved  himself  in 
S3  billion  worth  of  big  and  small  deals 
and  investments,  hardly  pausing  for 
the  Black  Monday  stock  crash.  Not 
every  move  has  paid  off  so  far,  but 
overall  be  seems  to  be  well  ahead. 

Like  his  brothers,  Robert  goes  to 
great  lengths  to  shield  his  financial 
dealings    He  didn't  respond  to  an  in- 
terview request.  But  a  27-page  person- 
al financial  disclosure  statement  Bass 
filed  in  Austin  last  spring  (a  required 
tiling  after  he  ended  a  one-year  stint 
on  the  State  Highway  &  Public  Trans- 
portation Commission]  listed  stock 
rship   in   24  corporations.  The 
ortfolio  was  .1  mishmash  of  private 
and  public  companies:  no  real  blue- 
hips,  but  a  handful  of  recognizable 
tocks  (Hospital  Corp.   of  America, 


Jarrotd  Cabluck 


Robert  M  BOSS 

Probably  the  clan's  richest. 

American  Medical  International  and 
Walt  Disney).  It  also  included  43  part- 
nerships, mostly  in  real  estate,  as  well 
as  oil  royalties  from  ten  companies, 
land  in  three  states  and  Washington, 
D.C.,  and  notes  receivable  from  66 
sources,  some  of  them  employees  ap- 
parently investing  in  deals. 

Among  his  more  notable  transac- 
tions during  1987: 

In  December  Bell  &  Howell  Co.,  the 
Skokie,  111. -based  publishing  and  in- 
formation services  company,  agreed 
to  be  bought  by  Bass  and  its  senior 
management  for  $678  million.  By 
some  estimates,  the  company,  sold  off 
in  pieces,  is  worth  in  the  neighbor- 
hood of  $900  million.  Bass  and  his 
investing  partners  paid  $80  million 
for  an  initial  16.2%  of  the  stock — it 
was  their  purchases  six  months  earli- 
er that  put  the  company  into  play — 
and  they  will  have  upwards  of  90% 
ownership  after  the  buyout.  A  share- 
holder vote  is  expected  in  April. 

Bass'  $211  million  investment  in 
Taft  Broadcasting  Co.  of  Cincinnati  in 
1985  and  1986  doubled  to  an  estimat- 
ed $430  million  last  year  when  he 


joined  financier  Carl  Lindner  and  the 
founding  Taft  family  in  taking  the 
company  private  and  dividing  the  as 
sets.  Among  Bass'  share  of  the  booty: 
a  debt-free  Columbus,  Ohio,  TV  sta- 
tion and  $157  million  in  cash. 

Bass  and  Aoki  Corp.,  the  big  Japa- 
nese construction  company,  an- 
nounced in  October  they  will  pay 
$1.53  billion  to  buy  the  worldwide 
Westin  Hotels  and  Resorts  group  from 
Allegis  Corp.  According  to  some  re 
ports,  Bass  is  putting  up  $250  million 
for  a  minority  position  in  the  deal. 

During  the  year  Bass  and  affiliates 
spent  $266  million  acquiring  big  posi- 
tions in  three  public  companies] 
Quantum  Chemical,  formerly  Na 
tional  Distillers  &  Chemical,  the 
New  York-based  chemical  concern 
(his  original  $73  million  investment 
would  be  worth  about  $120  million, 
but  he  has  sold  unspecified  holdings) 
Macmillan  Inc.,  the  New  York  pub 
lisher  (a  $143  million  investmen 
now  off  about  $25  million);  and  Fore 
most  Corp.  of  America,  the  nation' 
largest  insurer  of  mobile  homes  an 
recreational  vehicles  (no  big  chang 
on  a  $44  million  investment). 

Continuing  an  expansion  into  cabl 
television,  Bass  during  the  summe: 
acquired  80%  of  Prime  Cable  of  At 
lanta,  the  largest  cable  televisio: 
company  (150,000  subscribers) 
Georgia.  The  deal  was  estimated  a 
$300  million,  with  Bass  putting  U] 
perhaps  $50  million. 

Working  out  of  offices  in  a  famil 
owned  Fort  Worth  skyscraper,  Bas 
seems  to  be  following  the  clan's  trad 
tion  of  taking  a  quick  big  stake  in 
undervalued    public    company    an 
then,  from  inside,  waiting  for  m 
agement  to  do  more  for  shareholder 
He  generally  has  not  moved  to  thro 
out  incumbent  managers. 

He  also  is  following  his  siblings 
relying  on  outside  advisers,  who  get 
piece  of  the  action.  The  Bass  famil 
group  depended  mainly  on  Richard 
Rainwater,    who  amassed  sufficie: 
wealth  to  earn  a  spot  on  The  Forb 
Four  Hundred.  Robert  Bass'  Rainw; 
ter  is  David  Bonderman,  a  slender  Fo: 
Worth  lawyer  who  often  serves  a 
chief  negotiator  and  co-investor. 

Other  frequent  Bass  advisers  an 
co-investors  include  John  H.  Scull 
and  William  E.  Oberndorf  of  Mill  Va 
ley,  Calif. 

But  while  he  does  lean  on  adviser; 
Robert  Bass  is  very  much  his  o 
man.  Often  called  the  quietest  me 
ber  of  the  Bass  family,  Robert,  a  Y 
University  graduate  with  an  M.B 
from  Stanford,  is  married  with  thn 
children.  If  he's  worth  a  billion  at  3" 
think  of  where  he'll  likely  be  at  50. 1 
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Who  says  you  cant  buy  your  way  out  of  trouble? 


w, 


hen  you  buy  a  Range  Rover,  you're 
buying  more  than  a  polished,  padded, 
hand-finished  interior. 

More  than  cruise  control;  air  condi- 
tioning; automatic  transmission;  an 
optional  sunroof;  or  a  ride  4  Wheel  &  Off 
Newsmagazine  called,  "the  best  of  any 
4  wheel  drive  vehicle  we've  ever  driven." 

When  you  buy  a  Range  Rover,  you're 
buying  one  of  the  most  remarkable  pieces 
of  automotive  equipment  ever  designed. 

With  massive  strength,  formidable 


traction,  and  a  fully  articulated  coil  spring 
suspension  system  that  allows  each  wheel 
to  go  tm"s  way  or  tnjs  way  to  a  degree  that 
no  other  off-road  vehicle  can. 

All  in  all,  a  Range  Rover  is  so  well 


engineered,  Four  Wheeler  magazine 
wrote  that,  "it's  hard  to  imagine  anyone 
who  has  ever  gone  off-road  not  lusting 
for  one." 

So  why  not  call  1-800-FINE  4WD  for 
the  name  of  a  convenient  dealer? 

At  somewhat  more  than  $33,000,  we 
realize  that  a  Range  Rover  can  hardly  be 
described  as  modestly  priced. 

But  then,  as  you  might  have 
expected,  buying  your  way  out  of  trouble 
is  rarely  inexpensive. 


Is  there  no  limit  to  politicians'  hubris?  Not 
if  the  case  of  Norway's  Kongsberg  Vapenfa- 
brikk  is  anything  to  go  by. 

The  road  to 
bankruptcy 


By  Peter  Fuhrman 


Chairman  Karl  Glad  <**i»****<* 

■-  politicians  were  loath  to  end  their  socialist  experiment. 


Over  the  last  decade  Norway's 
state-owned  arms  manufacturer 
Kongsberg  Vapenfabrikk,  the  chosen 
instrument  of  Norway's  politicians  to 
push  industrial  development,  has  en- 
joyed but  one  genuine  commercial 
success.  This  was  disclosed  in  April, 
when  Kongsberg  was  charged  with  il- 
legally selling  about  $50  million 
worth  of  high-technology  goods  to  the 
Soviet  military.  (A  division  of  Japan's 
Toshiba  Corp.  was  also  implicated.) 
Despite  that  "success,"  Kongsberg  is 
now  in  the  final  stages  of  liquidation. 

Yet  the  sad  Kongsberg  affair  refuses 
to  slip  quietly  into  history.  Since  the 
late  1970s  the  company  has  managed 
to  borrow  over  $200  million  from  33 
foreign  banks,  led  by  the  venerable 
British  merchant  bank  Samuel  Mon- 
tagu &  Co.  The  banks  claim  the  loans 
were  guaranteed  by  the  Kingdom  of 
Norway.  But  the  Norwegian  govern- 
ment disputes  that  and  says  they 
should  be  happy  to  collect  35  cents  on 
the  dollar.  Major  writeoffs  loom. 

The  Kongsberg  affair  started  20 
years  ago,  when  vast  oil  reserves  were 
first  found  along  the  Norwegian  bank 
of  the  North  Sea.  Even  today  Norway 
earns  over  $13  billion  a  year  from  oil 
and  gas  sales.  But  the  oilfields  will 
probably  deplete  rapidly  after  the  turn 
of  the  century. 

Early  on,  Norway's  political  leaders 
decided  to  use  the  oil  revenues  to  de- 
velop an  industrial  base  like  that  of 
neighboring  Sweden.  Sweden's  econo- 
my is  powered  by  such  proud  names 
as  Volvo,  Electrolux,  Saab-Scania  and 
Ericsson.  The  Norwegians'  tool  to  de- 
velop such  companies:  Kongsberg  Va- 
penfabrikk, which  was  founded  in 
1814  to  supply  the  royal  arsenal. 

"There  was  an  active  political  drive 
to  push  Kongsberg  into  new  areas  of 
business,"  recalls  Bjarne  Hurlen,  73, 
who  worked  for  Kongsberg  for  33 
years  and  served  as  chairman  from 
1975  to  1985.  But  by  1979  the  compa- 
ny was  a  kind  of  socialist  junkyard — a 
tumbledown  industrial  holding  com- 
pany trying  to  produce  everything 
from  gas-powered  turbines  and  auto- 
mobile fenders  to  jet  engine  parts  and 
computers. 

In  1979  Kongsberg  began  losing  a 
lot  of  money.  Norway's  largest  banks 
cut  off  all  new  loans.  Yet  no  one  blew' 
the  whistle.  Explains  Per-Kristian 
Foss,  a  conservative  member  of  the 
Storting,  Norway's  parliament:  "The 
Norwegian  government  and  Kongs- 
berg had  worked  out  an  ideally  de- 
structive arrangement.  Kongsberg 
didn't  ask  the  government  for  money, 
and  the  government  didn't  ask  Kongs- 
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apples  and 
oranges. 


To  Atlantic  the  idea 
f  forcing  unrelated  indus- 
ies,  like  computers  and 
)od  processing,  to  share 
le  same  insurance  policy 
>  preposterous. 

Risk  types  and 
sk  potentials 
ary  dramati- 
ally  from 
idustry  to 
idustry  So 
lo  losses.  And 
o  should 
)remiums. 

That's  why  at 
Atlantic  the  electronics 
)eople  go  into  one  group, 
'he  food  processors  into  another.  The 
winters  here.  The  metalworkers  there. 
\nd  so  on. 

But  there's  a  lot  more  to  an 
\tlantic  insurance  policy  than  that, 
because  we  analyze  the  individual 
companies  that  comprise  each  group 
"he  result?  A  custom  designed  policy 
)ased  on  each  industry's  needs. 
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A  gargantuan  task?  No.  Not  with 
the  technology  that  has  sparked  an 

envious  gleam  in  the  eye  of 
a  number  of  our  competi- 
tors. They  know  the  sheer 
depth  and  breadth  of  our 
information  system  gives  us 
an  uncommon  understand- 
ing of  what  makes  a  client's 
business  tick. 

There's  another 
advantage  to  being 
insured  by  Atlantic. 
We're  a  mutual 
company.  And 
m     that  means  the 
L      potential  for  divi- 
dends. We've 
issued  dividends 
to  various  groups  every 
year  since  1855. 

Talk  to  your  agent  or 
broker  about  Atlantic  Mutual  and 
our  custom  designed  policies. 
We'll  help  you  make  the  most  of 
your  differences.  Atlantic  Mutual, 
45  Wall  Street,  New  York,  NY  10005. 

^bAtlanticMutual 

Only  insurance. 
That's  your  assurance. 


Imagine 
your  profit 
potential... 


HAD  YOl  ACQl  I  RED  THE  FIRST 
GOLD  DOLLAR  EVER  ISSUED 

MTU  recommends  the  Gold  so  KCl 
bullion  coin  for  its  special  potential 
and  value.  BCLTs  are  tlie  lirst  coins  minted 
in  the  official  currency  for  the  EEC 

Gold  EQ  s  give  investors  more  value 
tluin  am  other  bullion  coin  because  the) 
sell  at  the  lowest  premium  over  spot 
gold.  Each  magnificent  coin  contains 
one  half  ounce  of  .999  fine  gold  and  is 
Official  Legal  Tender  of  Belgium. 

MTB  buys  and  sells  over  WH)  types 
of  coins  .Hid  precious  metals  including 
Eagles,  Pandas,  Maple  Leafs,  and  Nuggets. 
lb  find  out  why  the  Belgian  Gold  EQ 
is  superior,  or  to  place  vour  order,  call 
MTB  today  Code:F04l9 

\F.Vl  YORK: 
I  800-535  7481     1 -212-858-3300 

MTTB  FLORIDA: 
[■800-327-1077     I  $05  $74-1007 

MTI 

BANKING  CORPORATION5* 
s  Banking  Institution  fur  Precious  Meuli 


A  worker  in  the  jet  engine  division 

"An  ideally  destructive  arrangement." 


berg  about  profits." 

But  Kongsberg  did  ask  foreign  com- 
mercial banks  for  short-term  loans  to 
cover  the  losses.  The  banks  went 
along,  and  why  not?  The  government 
owned  Kongsberg,  appointed  its  board 
and  approved  its  budget.  That 
meant — seemed  to  mean — the  banks' 
loans  were  backed  by  the  full  faith 
and  credit  of  Norway  itself.  The  banks 
forwarded  the  money  and  asked  for  no 
collateral. 

This  happy  state  of  affairs  rolled  on 
until  the  fall  of  1986.  By  this  time 
Kongsberg  owed  the  banks  more  than 
$225  million.  The  banks  finally 
stopped  lending,  forcing  the  company 
to  request  $80  million  in  emergency 
funding  from  the  government.  But  Per 
Gnmstad,  the  state  secretary  in  the 
Norwegian  Ministry  of  Industry,  re- 
fused to  approve  the  grant  and  hired 
two  independent  consultants  to  in- 
vestigate Kongsberg's  finances.  They 
reported  that  things  were  even  worse 
than  they  appeared.  At  least  $200  mil- 
lion would  be  needed  to  set  the  com- 
pany right. 

Kongsberg's  new  chairman,  Karl 
Glad,  wanted  to  liquidate  the  compa- 
ny once  and  for  all.  But  still  the  politi- 
cians were  loath  to  end  the  experi- 
ment with  socialist  industrialization. 
In  May,  after  disclosure  of  the  illegal 
technology  sales  to  the  Russians, 
Kongsberg  was  put  into  a  kind  of 
Chapter  1 1  reorganization. 

Kongsberg's  board  recommended 
that  the  Norwegian  government  ap- 
propriate funds  to  repay  the  $400  mil- 
lion owed  to  foreign  banks,  suppliers 
and  the  Ministry  of  Defense.  Parlia- 
ment anted  up  $130  million  and  or- 


dered Kongsberg  to  sell  off  its  non- 
defense-related  businesses.  But  the  as- 
sets weren't  worth  much,  especially 
Kongsberg's  jet  engine  division.  Car- 
ried on  the  books  at  $160  million,  it 
was  finally  sold  for  just  $4.8  million. 

Kongsberg's  assets  were  as  value- 
less as  the  policies  that  guided  its 
feckless  expansion.  The  Norwegian 
government  now  proposes  to  settle 
the  company's  $400  million  in  out- 
standing debts  for  around  $140  mil- 
lion. Says  one  irate  banker:  "We  lent 
on  the  assurance  that  the  Norwegian 
government,  as  the  owner  of  Kongs- 
berg, would  guarantee  full  repayment. 
Now  they  want  to  force  us  to  pay  for 
years  of  their  poor  management  and 
bad  politics."  The  banks  now  are 
threatening  to  sue  the  Norwegian 
government. 

Have  Norway's  politicians  learned 
anything  from  the  ill-fated  Kongsberg 
experiment?  Apparently  not.  The  gov- 
ernment is  still  trying  to  construct  a 
hothouse  for  Norwegian  industry.  Its 
vehicle  now  is  the  country's  largest 
company,  the  state-owned  oil  com- 
pany Statoil,  which  put  up  money 
for  a  share  of  Kongsberg's  jet  engine 
business. 

And  what  of  Kongsberg's  carcass? 
The  company's  armsmaking  assets 
have  been  taken  over  by  a  newly  es- 
tablished state-owned  company 
called  NFT.  But,  in  a  twist,  the  Penta- 
gon, which  helped  uncover  the  illegal 
sales  to  the  Russians,  must  decide 
whether  to  exercise  an  option  to  buy 
$  1 00  million  in  missiles  from  the  new 
company  by  1989.  If  the  Pentagon  de- 
clines, NFT,  too,  will  likely  go  the 
way  of  Kongsberg.  ■ 
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Numbers  Game 


Public  utilities  have  long  been  able  to  hide 
their  financial  troubles  with  fancy  ac- 
counting. Not  anymore. 

Plug-pulling 
time 


By  Penelope  Wang 


F|oR  MORE  THAN  A  YEAR  Center- 
ior  Energy  Corp.  has  had  a  con- 
tinuing negative  cash  flow 
caused  by  escalating  construction 
costs  of  one  of  its  nuclear  generating 
plants  outside  Cleveland.  So  how 
come  the  Independence,  Ohio-based 
utility  (1987  revenues,  $1.9  billion) 
was  able  to  report  $2.82  per  share 
1987  earnings  to  shareholders — and 
even  pay  $2.56  per  share  in  dividends? 
The  secret  is  an  accounting  rule 
called  Allowance  for  Funds  Used  Dur- 
ing Construction  (AFUDC),  which  in 
effect  permits  such  regulated  indus- 
tries as  utilities  to  create  current  in- 
come out  of  thin  air. 

Utilities  often  get  into  a 
bind  because  they  have  to 
shell  out  hundreds  of  mil- 
lions, even  billions,  of  dol- 
lars to  build  generating 
plants  that  don't  bring  in 
revenues  until  many  yens 
into  the  future.  A  few  state 
regulatory  bodies  allow 
utilities  to  recover  these 
costs  by  periodic  rate  in- 
creases, but  most  do  not. 

Thus    to  help  such  utili- 
ties, many  state  regulators 
give   them   an  accounting 
related  break.  As  capital  ex- 
penditures proceed  on  new 
plants    th<    companies  can 
I  are  -h.it  they  have  re- 
ed J  l<  from  the  in- 
vest],   :n     1,-eady.  The  ex- 
it an  OU      ot  "income     is 
ma  illy       -ed   on    what 
ji            d     in  to  be  a  pei 
ib]       mi    ot  return  on 


the  investment  itself. 

But  now  time  may  be  running  out 
on  this  accounting  magic.  With  the 
dubious  future  of  many  nuclear  plants 
in  mind,  the  Financial  Accounting 
Standards  Board  last  year  issued  two 
new  rules  that  will  force  utilities  to 
cease  declaring  earnings  they  don't 
yet  have — and  may  never  get. 

The  first  change  states  that  when  it 
becomes  probable  that  a  power  plant 
will  be  abandoned,  or  a  portion  of  its 
cost  disallowed  by  the  ratemakers, 
the  company  must  take  an  equivalent 
writedown.  That's  a  radical  change 
from  the  past,  when  companies  could 
capitalize  costs  indefinitely  by  antici- 
pating future  revenues  would  recap- 
ture expenses. 

W\  ■  -    - 


The  second  rule  makes  it  more  dif 
ficult  to  manipulate  earnings  once 
new  plants  come  on  line  and  the  com- 
panies get  to  boost  their  rates.  In  the 
past,  state  rules  regarding  rate  hike} 
varied  widely.  But  the  new  FASB  rules 
require  that  rate  hikes  incurred  to  re 
cover  construction  costs  must  all  b 
phased  in  over  a  ten-year  period. 

These  rules  are  already  beginning  tc 
hit  the  stocks  of  some  utilities.  "To< 
many  investors  just  looked  at  th< 
payout  ratio,"  says  analyst  Lindi 
Caldwell  of  Duff  &  Phelps.  "The} 
didn't  realize  there  was  no  cash  flow 
behind  the  earnings."  In  fact,  a  198/ 
study  by  the  accounting  firm  Price 
Waterhouse  indicates  that  dozens 
utilities  may  soon  have  to  cut  thei 
reported  earnings,  and  may  even  have 
to  restate  prior  years'  earnings  as  well 
fust  last  month  the  Ohio  Publie 
Utilities  Commission  disallowee 
$628  million  of  the  $5.5  billion  Cen 
terior  Energy  has  spent  on  its  recently 
completed  Perry  1  nuclear  power  plan 
outside  Cleveland,  saying  the  cost: 
were  imprudently  incurred.  The  com 
mission  has  yet  to  rule  on  another  $  1 .'. 
billion,  a  portion  of  which  may  also  b( 
disallowed.  Centerior's  stock  has  beei 
trading  at  16 'A,  down  from  a  high  o 
243/4  last  year,  in  part  because  of  thes 
new  rules.  Another,  Consumers  Pow 
er  in  Jackson,  Mich.,  last  month  ad 
justed  its  past  two  years'  earnings  t< 
reflect  a  $600  million  writedown. 

Utilities  like  Potomac  Electri< 
Power  in  Washington,  D.C.,  whicl 
has  avoided  the  nuclear  trap,  have  lit 
tie  to  worry  about  from  th 
new  rules.  But  companie 
like  Long  Island  Lightin 
Co.  that  are  already  bui 
dened  with  nuclear  pro 
grams  could  be  in  for  rea 
trouble.  "Without  tradi 
tional  accounting  allow 
ances,  we  would  have  m 
earnings  essentially,"  say 
Public  Service  of  Neii 
Hampshire's  accountin; 
manager  Kevern  Joyce 
That  company  is  facing  bi 
writedowns  from  its  cor 
troversial  Seabrook  nuclea 
plant.  To  avoid  this,  PN1 
even  considered  droppin, 
utility  accounting  stan 
dards.  But  that  wouldn' 
have  eliminated  its  massiv 
debt.  Last  month  PNH  file< 
for  bankruptcy.  Fancy  ac 
counting  can  do  only  s< 
much.  ■ 
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IT  is  a  driving  force. 


IT  is  ITT  AUTOMOTIVE,  the  dynamic  auto- 
motive products  group  of  the  ITT  Corporation. 
ITT  Automotive  is  recognized  as  an  industry 
leader  creating  innovative  products.  Like  a 
revolutionary  new  integrated  traction  control 
and  anti-lock  braking  system  that  dramatically 
improves  driving  performance  and  safety. 

With  79  state-of-the-art  plants  in  12  countries 
and  29,000  imaginative  employees,  ITT  Auto- 
motive has  the  ability  to  put  an  idea  down  on 
paper  and  the  technological  expertise  to  turn  it 
into  reality. 

That  has  helped  ITT  Automotive  contribute 
over  $2  billion  to  a  total  ITT  revenue  of  $17.4 
billion  in  1986. 

And  has  helped  make  ITT  a  driving  force  in 
the  industry. 


ITisITT 

BUILDING  BUSINESSES  INTO  LEADERS 


Taxing  Matters 


Edited  by  Laura  Saunders 


The  alternative  minimum  tax  is  going  to 
make  corporations  pay  more.  But  perhaps 
not  as  much  as  expected.  Witness  General 
Electrics  response. 

Last  laugh 


By  Ralph  King  Jr. 


F|oR      CORPORATE      TAXPAYERS 
the  "revenue  neutral"  tax  act 
of  1986  had  a  big  dose  of  reve- 
nue enhancement  in  it.  To  keep 
the  overall  act  "neutral,"  corpora- 
tions had  to  make  up  for  the  cuts  in 
taxes  for  individuals.  But  the  corpo- 
rate tax  increase,  some  of  which  took 
the    form    of   a    tougher   alternative 
minimum  tax,  may  be  a  little  less 
severe  than  expected. 

Case  in  point:  General  Electric,  a 
main  target  of  the  new  alternative 
minimum  tax.  Says  an  executive  at 
GE  Capital  Corp.  (formerly  GE  Cred- 
it), a  finance  subsidiary  that  has 
helped  its  parent  save  a  bundle  in  past 
years  with  tax  writeoffs.  "We  don't 
expect  to  be  in  the  minimum  tax  posi- 
tion." GE  will  pay  about  S660  million 
in  federal  income  taxes  for  1987  on 
ax  book  income  of  S3. 3  billion, 
estimates  analyst  Nicholas  Heymann 
of  I  hexel  Hurnham  Lambert.  That's  a 
sizable  increase  from  GE's  1986  U.S. 
tax  bill,  which  amounted  to  6%  of 
pretax  earnings,  S231  million.  But  at 
20%,  it  remains  half  the  40%  statu- 
tory corporate  tax  rate  for  1987. 

GE  was  cast  as  villain  in  that  long 
drama,  the  so  called  Tax  Reform  Act. 
Why  Gl  Because  it  reported  pretax 
profits  totaling  $5.5  billion  trom  1981 
through  198  S  and  in  the  same  period 
paid  not  a  dime  m  federal  income  tax. 
1  ideed  I  got  $315  million  in  tax  re- 
funds. Others — notably  defense  con- 
ict<  e  paying  little  in  taxes 

in  Capitol  corridors  GE  became 
flic  household  name  tor  lightly  taxed 
■ip.  '  he  alternative  mini- 

mi >n  became  known  as  the 

.E." 


Qw  H  v.. 

Damned  if  you  do,  damned  if 
you  don't.  GE  was  claiming  only  the 
tax  incentives  (such  as  fast  deprecia- 
tion) that  Congress  had  awarded  for 
capital  investment.  But  Congress 
isn't  especially  rational,  so  rather 
than  completely  repeal  those  incen- 
tives, it  erected  alongside  the  regular 
corporate  income  tax  a  parallel  tax 
system  with  lower  rates  but  no  incen- 
tives. The  minimum  tax  has  been  on 
the  books  for  years,  but  it  didn't  have 
much  bite  until  1986. 

The  enhanced  alternative  mini- 
mum tax  pulls  in  most  accelerated 
depreciation  deductions  and  half  the 
difference  between  the  company's  in- 
come as  reported  to  shareholders  and 
the  lower  income  reported  to  the  IRS 
under  regular  tax  formulas.  Whatever 
ends  up  in  that  bag,  plus  the  normally 
taxable  income,  is  taxed  at  20%.  The 
company  pays  either  that  minimum 
tax  or  taxes  computed  the  regular 
way,  whichever  is  higher. 

GE  seemed  like  easy  prey.  The  hy- 
peractive leasing  business  of  its  fi- 
nance subsidiary  generated  boatloads 
of  accelerated  depreciation  deduc- 
tions. And  slower  depreciation  for 
book  accounting  purposes  consistent- 
ly made  for  wide  gaps  between  GE's 


book  and  taxable  income. 

But  even  as  its  lobbyists  protested 
the  alternative  tax  proposals,  GE  ex- 
ecutives were  planning,  as  early  as 
1984,  to  avoid  them.  If  the  tax  reform- 
ers were  going  to  punish  financing 
leases — the  paper  transactions  that 
generate  big  depreciation — then  GE 
Capital  would  do  the  other  kind,  oper 
ating  leases.  Says  James  Ozanne,  ex 
ecutive  vice  president  of  GE  Capital 
"We  looked  for  other  ways  to  play  the 
leasing  game  and  still  get  the  residual 
kick  on  the  asset  [salvage  value  of 
equipment  when  the  lease  expires)." 

In  the  past  four  years  GE  Capital 
added  48,000  railcars,  210,000  seago- 
ing containers  and  220,000  automo- 
biles to  its  portfolio.  Maintaining, 
monitoring  and  remarketing  this 
equipment — much  of  it  used  and  fully 
depreciated — brought  tons  of  new  fees 
but  no  minimum  tax  liability.  GE 
Capital  bought  16  auto  auction 
houses  and  a  marketer  of  aircraft-leas- 
ing partnerships  and  also  pursued 
lending  for  leveraged  buyouts  and  real 
estate.  Such  activities  generate  tax- 
able income  but  no  depreciation  to  be 
penalized  by  the  minimum  tax. 

"GE's  tax  strategy  is  interwoven 
into  the  whole  purpose  of  the  com- 
pany," says  Nick  Heymann,  an  inter- 
nal auditor  at  GE  for  four  years  before 
he  joined  Drexel.  "As  long  as  you 
have  a  few  years'  notice,  there's  a  lot 
you  can  do  to  move  assets  around." 

For  example,  GE  can  avoid  the 
minimum  tax  by  forgoing  some  leas: 
ing  business  (of  the  sort  that  generates 
too  much  accelerated  depreciation 
and  by  selling  off  some  assets,  so  that 
the  regular  tax  is  just  a  bit  more  thar 
where  the  minimum  tax  clicks  in. 

Heymann  points  out  that  GE  couk 
pick  up  a  tidy  $1.1  billion  windfall 
because  it  will  now  be  paying  tax  or 
GE  Capital's  mountain  of  deferred  in 
come  at  the  34%  rate  for  1988  and 
later  years,  instead  of  at  the  46%  ratt 
that  prevailed  through  1986.  So  far  GI 
has  claimed  $220  million  of  this  bene 
fit  in  its  1986  profits. 

With  legislators  looking  under  ev 
ery  rock  for  revenue  these  days,  it's  nc 
surprise  that  they  have  turned  up  sev 
eral  proposals  to  make  the  minimun 
tax  more  painful.  One  would  tax  tht 
entire  difference  between  book  and 
taxable  income,  rather  than  just  50% 
Another  would  discard  book  income 
altogether  and  substitute  the  less  sub  | 
jective   definition   of   "earnings   antj 
profits." 

A  silly  situation,  isn't  it?  Congres: 
insists  on  giving  tax  incentives  fo  | 
favored  activities,  then  falls  over  it 
self  trying  to  prevent  big  businesse: 
from  using  those  incentives.  ■ 
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Excellence 

is  good  people  and  hard  work. 
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The  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

Because  we  know  you  always 
have  a  choice. 

so  our  personal  investment 
bankers  make  it  their  mission  to 
confirm  your  choice.  every  day. 
to  anticipate  your  needs.  as  well 
as  respond  to  them. 

for  investment  management, 
personal  lending.  money  market 
investments.  residential  mortgages, 
or  any  other  financial  service, 
we  have  a  personal  investment 
banker  to  meet  your  requirements* 

if  you're  a  financially  successful 
individual  desiring  the  highest 
possible  level  of  personal  service, 
contact  the  boston  company. 

Telephone  I-80OCALL  BOS 
(1-800-225-5267). 

And  enjoy  the  substantial  advan- 
tages OF  BEING  A  PRIVILEGED  CLIENT. 

"Certain  products  may  not  be  available  in  all  states. 
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Boston  Safe  Deposit  and  Trust  Company 
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Ideas 


William  Greider's  silly  book  on  the  Fed 
amounts  to  a  vote  for  William  Jennings 
Bryan.  Can  anyone  take  "Secrets  of  the 
Temple"  seriously? 

Read  this 
and  save  $24.95 


By  Ronald  Bailey 


T|  his  is  one  of  those  books  whose 
fanfares  far  exceed  their  merit. 
In  Secrets  of  the  Temple  How  the 
Federal  Reserve  Runs  the  Country,  a  read- 
er will  discover  no  secrets,  or  how  the 
Fed  purportedly  "runs  the  country." 
In  fact,  this  bloated,  portentous  tome 
is  a  throwback  to  the  "cross  of  gold" 
thesis  of  William  Jennings  Bryan  and 
the  Populist  movement  of  nearly  a 
century  ago. 

Only  now,  instead  of  the  "money 
trust"  headed  by  ).I\  Morgan,  William 
Creidei  substitutes  as  villain  the  Fed- 
eral Reserve  System  led  by  Chairman 
Paul  Volcker.  According  to  Greidcr, 
the  Federal  Reserve  is  a  dcus  ex  ma- 
china  that  runs  the  U.S.  economy  sin- 
gle handedly  for  the  benefit  of  "capi- 
tal" and  the  "banks." 

Greider  believes  that  the  Fed's  ef- 
forts to  control  inflation  are  designed 
to  transfer  wealth  from  the  debtors 
|the  poor)  to  creditors  (rich  bondhold- 
ers) He  discounts  the  fact  that  most 
bonds  are  stuffed  away  in  pension 
plans  for  American  workers,  in  life 
insurance  policies  and  by  old  folks 
living  on  fixed  incomes  in  Florida. 

Greider  makes  the  startling  claim 
that  in  the  1970s  "inflation  encour- 
aged the  tutuie  and,  if  kept  to  reason- 
able proportions,  stimulated  general 
optimism."  (.iLider's  memory  must 
be  severely  impaired,  because  tew 
\mericans  will  recall  the  high  mfla- 
tion  of  the  1970s  as  a  time  of  opti- 
And  inflation-stimulated 
•,rowt  i  v  as  .1  spotty  proposition  at 
surprising  that  the  term 
flati         was  coined  then.  Under 


Author  William  Greider 

is  the  Fed  sexist?  Anal-retentive? 

the  interest  ceilings  of  the  1970s, 
small  savers,  who  disproportionately 
keep  savings  in  banks,  were  being 
wiped  out  by  inflation.  The  rich,  with 
better  tax  and  investment  advice,  did 
well.  Tangible  items  like  real  estate 
and  art,  or  foreign  stocks,  often  lever- 
aged with  cheap  borrowed  money, 
helped  make  the  smart  rich  richer. 
Where  was  the  transfer  of  wealth  from 
poor  to  rich?  Only  in  Greider's  imagi- 


nation, yet  it's  a  central  thesis  of  thi 
mass  of  verbiage. 

But  then  Greider  eschews  mere  ecc 
nomics  as  a  tool  for  analyzing  th 
mysteries  of  the  Fed's  monetary  poli 
cies.  Instead,  he  turns  to  Freud,  Noi 
man  Brown  and  feminist  psycholc 
gists  for  insight,  and  the  resultin 
pseudoanalysis  makes  for  bizarr 
reading.  Greider  cites  social  criti 
Norman  Brown's  conclusion  that  i: 
the  human  psyche  "interest  is  an  e> 
crement."  He  also  takes  seriousl 
Freud's  notion  that  humans  uncoil 
sciously  equate  money  with  feces 
Get  it?  The  rich  are  anal-retentive. 

Even  more  weirdly,  Greider  applie 
a  feminist  perspective  to  the  Fed' 
continuing  efforts  to  end  inflatior 
"boys  were  taught  to  believe  in  rule; 
a  hard  and  concise  form  of  justice  tha 
could  be  calculated.  .  .  .  And  wha 
was  true  of  little  boys  playing  game 
at  school  was  also  roughly  true  abou 
grown-up  behavior  inside  the  Fel 
boardroom."  Ultimately,  restrainin 
the  growth  of  the  money  supply,  i: 
Greider's  view,  "conveyed  a  bracin 
sense  of  manly  struggle."  The  ques 
for  stable  money  is  a  masculine  ntua 
like  team  sports  or  hunting. 

Besides  being  sexist,  oppressive  an 
anal-retentive,  is  the  Fed  guilty  of  an 
other  sins?  Yes.  It  is  antidemocratic 
in  Greider's  view.  He  asserts  that  th 
Fed  operates  secretly,  out  of  the  put 
lie  view — although  much  of  the  infoi 
mation  in  the  book  is  taken  from  th 
Fed's  public  record.  Here  is  an  organ) 
zation  whose  chairman  is  featured  i 
People  magazine  and  is  declared  by  Ul 
News  and  World  Report  to  be  the  secon 
most  powerful  man  in  America,  an 
yet  Greider  would  have  us  believe  h 
operated  out  of  the  public  eye. 

Greider  believes  that  only  readei 
of  the  financial  press  have  any  inklin 
of  what  Fed  policies  are.  That's  a  prei 
ty  big  audience — the  Wall  Street  low 
tuil  is  the  U.S.'  largest  daily  newsp* 
per.  And  then  there  are  all  the  bus 
ness  magazines  on  any  newsstand. 

If  "ordinary  citizens"  don't  undei 
stand  the  effects  of  Fed  policies,  wh 
did  so  many  home  builders  mail  twe 
by-fours  to  Fed  headquarters  as  a  pre 
test,  and,  in  Kentucky,  print  "want 
ed"  posters  of  the  seven  Fed  govei, 
nors?  Is  the  U.S.  any  less  a  democrac 
because  we  do  not  hold  national  tow 
meetings  to  determine  monetary  an 
fiscal  policies?  Everything  that  a  cin 
zen  might  want  to  know  about  th 
Fed  can  easily  be  found  in  any  popula 
economics  text — without  the  ovei 
wrought  atmospherics  of  Greider's  il 
informed  economic  and  social  view? 

Despite  the  fact  that  its  board  t: 
governors  is  appointed  by  the  Pres 
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i  :nt,  Greider  believes  that  the  Fed  is 

>o  powerful  and  too  independent  of 

,ur  elected  officials.  Yet  he  himself 

tes  numerous  examples  of  how  the 
sderal  Reserve  was  influenced  by 
Congress  or  the  Administration.  In- 
,  eed,  Congress  can  simply  rewrite  the 
iws  any  time  and  take  control  of  the 
ed.  But  that  would  require  Congress 
)  make  difficult  political  choices  it 
pes  not  want  to  face.  Both  Congress 
,ad  the  White  House  have  found  it 
onvenient  to  hide  behind  the  "inde- 
,endence"  of  the  Fed  when  it  comes 
3  making  hard  economic  choices. 
jid  given  the  record  of  Congress  in 
i  seal  policy,  we  have  good  reason  to 
hudder  at  the  thought  of  such  irre- 
iponsibles  running  monetary  policy. 

Greider,  lost  in  the  mists  of  Wil- 
i  am  Jennings  Bryan  populism,  fails  to 
ealize  that  in  the  future  most  lenders 
fon't  be  caught  off  guard — inflation 
rovided  debtors  with  a  one-time 
vindfall  that  is  unlikely  to  happen 
gain.  Inflation  would  now  harm 
omeowners  and  those  who  seek  to 
uy  a  new  home,  as  well  as  businesses 
eeking  to  expand.  At  the  least  whiff 
f  renewed  inflation,  interest  rates 
oar  and  the  long-term  bond  markets 
ollapse.  Suckered  once,  lenders 
von't  be  suckered  quickly  again. 

Ultimately,  Greider's  argument 
eems  intended  to  persuade  the  Dem- 
icrats  to  take  control  of  the  Federal 
Reserve  and  enjoy  the  political  re- 
gards of  redistributing  income  to  sup- 
>orters  through  inflating  the  curren- 
:y.  He  concludes  that  as  the  people 
:ome  to  understand  inflation,  "they 
vould  demand  as  the  cure  what  they 
lad  been  told  was  the  affliction." 
Does  Greider  really  believe  that? 

After  the  Fed  wrung  inflation  out  of 
he  economy  in  1982,  the  U.S.  em- 
>arked  on  an  economic  boom  lasting 
ive  years.  Inflation  dropped  from 
.9%  to  around  4%;  the  prime  rate 
hopped  from  20.5%  to  8%;  more  than 
1 4  million  jobs  were  created;  and  un- 
employment is  below  5.8%.  These  re- 
:ults  benefited  all  Americans,  includ- 
ng  bondholders,  stockholders,  wage 
:amers  and  just  about  everyone  who 
vas  not  in  the  game  of  profiting  from 
nflation  with  borrowed  money. 

Greider,  best  known  for  authoring 
Ije  Education  of  David  Stockman  and 
Other  Americans,  now  covers  politics 
or  Rolling  Stone.  Perhaps  he'd  be  bet- 
er  writing  about  rock  music.  Thanks 
:o  a  barrage  of  publicity  and  to  Grei- 
ler's  glib  style,  this  book  is  a  best- 
seller. Few  buyers  will  get  much  be- 
rond  the  first  couple  of  chapters  of 
:ndless  detail.  And  a  good  thing.  God 
lelp  us  if  too  many  people  take  his 
obscurantist  economics  seriously.  ■ 
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Reinforcing  failure 

Can  millions  of  Americans  be  af- 
flicted by — and  can  thousands  of 
professionals  be  spending  hundreds  of 
millions  of  dollars  annually  to  treat— 
a  malady  that  may  not  exist?  Yes, 
argues  Gerald  Coles  in  The  Learning 
Mystique:  A  Critical  Look  at  "Learning 
Disabilities"  (Pantheon,  $22.95,  330 
pp.).  It's  a  devastating  critique  of  the 
concept  of  "learning  disabilities"  and 
of  the  industry  that  has  grown  up  to 
deal  with  the  malady. 

Gerald  Coles  is  not  a  typical  conser- 
vative attacking  waste  in  education. 
A  clinical  psychiatrist  at  the  New  Jer- 
sey School  of  Medicine  (Rutgers), 
Coles  is  committed  to  creating  a  more 
egalitarian  society.  A  lot  of  kids  need 
help  learning  to  read,  but  he  regards 
the  prevailing  approach  to  learning 
disability  inimical  to  that  goal. 

More  than  1.9  million  children  now 
in  school  have  been  di- 
agnosed as  learning  dis- 
abled, double  the  num- 
ber a  decade  ago.  They 
have  normal  IQs  and 
most  come  from 
"good"  middle-class 
backgrounds.  Unlike 
"disadvantaged"  inner- 
city  children,  their  aca- 
demic failures  are  un- 
expected and  apparent- 
ly unexplainable. 

Coles  is  appalled  by 
the  industry  that  has 
grown  up  to  deal  with 
such  problems.  About 
1  of  every  1 1  classroom 
teachers  in  the  U.S.  is  a 
"learning  disability"  specialist. 

Children  entrusted  to  these  so- 
called  experts,  Coles  says,  won't  get 
what  they  need.  His  exhaustive  analy- 
sis demolishes  the  premise  that  learn- 
ing disabilities  are  caused  by  minor 
neurological  dysfunctions,  i.e.,  organ- 
ic "glitches"  in  children's  brains  that 
prevent  their  learning  to  read  proper- 
ly. Coles  traces  this  theory  to  19th- 
century  notions,  haphazardly  devel- 
oped, of  "congenital  word-blindness." 
Teachers  and  parents  in  the  1960s  and 
1970s  found  learning  disability  a  con- 
venient explanation  for  the  academic 
failure  of  middle-class  children,  he 
says,  and  rushed  to  embrace  it.  But,  he 
argues,  "after  decades  of  research,  it 
has  still  not  been  demonstrated  that 
disabling  neurological  dysfunctions 
exist  in  more  than  a  minuscule  num- 
ber of  these  children."  He  contends 
that  learning  disability  professionals 
have,  in  effect,  ended  up  blaming  the 
victims. 


Letter  and  word  reversal  (dyslexia 
to  most  people)  is  probably  the  learn- 
ing disability  that  springs  first  to 
mind.  Coles  persuasively  argues  that 
reversal  errors  are  more  consistently 
explained  by  lack  of  adequate  instruc- 
tion than  by  organic  deficiencies. 

Attention  deficits  are  another  com- 
mon learning  disability.  But  research- 
ers consistently  fail  to  distinguish  be- 
tween attention  behavior  of  suppos- 
edly learning  disabled  children  and 
normal  children.  Coles  refutes  LD 
theories  based  on  "mixed  domi- 
nance" of  brain  hemispheres,  nutri- 
tional and  memory  deficits.  He  finds 
that  neurophysiological  evidence  for 
learning  disabilities  is  also  deeply 
flawed. 

Coles  damningly  concludes  that  in 
much  LD  research  "causation  is  con- 
fused with  correlation,  logic  is  fre- 
quently contorted,  cir- 
cular reasoning  is  prev- 
alent, statistics, 
numbers  and  other 
data  are  manipulated 
to  demonstrate  'proof,' 
convenient  explana- 
tions are  substituted 
for  complex  analyses, 
bias  constantly  skews 
conclusions,  and  at 
times  calculated  dis- 
tortions appear  to  un- 
derlie 'findings.'  " 

More  disturbing  is 
the  way  this  research  is 
applied.  Studies  cited 
by  Coles  conclude  that 
teachers  often  use  LD 
classes  as  quick  fixes  to  remove  diffi- 
cult students  from  their  classrooms. 
And  as  dismayed  parents  have  discov- 
ered, a  learning  disability  evaluation 
team's  main  impulse  is  to  "substanti- 
ate the  teacher's  opinion." 

So  why  can't  Johnny  read?  Bad  in- 
structional methods,  family  psycho- 
logical problems  and  social  inequities 
cause  some  children  to  fail  academi- 
cally. Thus  slow  learning  is  a  symp- 
tom, not  a  disease  itself.  Because  the 
reasons  children  fail  are  complex, 
Coles  offers  no  single  magic  bullet  to 
solve  their  problems. 

What  should  parents  do  when  the 
shocking  word  comes  that  their  John- 
ny or  Janie  is  learning  disabled?  Get 
more  coaching  on  the  fundamentals 
of  reading  and  look  closely  at  instruc- 
tional methods  explicitly  designed  to 
increase  the  child's  motivation.  They 
should  think  twice  before  letting  the 
learning  disability  industry  get  its 
hands  on  the  kid. — Ronald  Bailey 
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Edited  by  Jeffrey  A.  Trachtenberg 


Would  patriotic  U.S.  farmers  actually  buy 
and  use  tractors  made  by  Americas 
avowed  enemy?  The)'  would  and  they  do. 

"It  was  a  matter 
of  economics" 


By  Jason  Zweig 


Elvis  (Smokey)  Harrison 
knows  something  about  mar- 
keting challenges.  As  general 
manager  of  Belarus  Machinery  Inc.  in 
Milwaukee,  Harrison  sells  tractors 
made  in  the  U.S.S.R.  to  patriotic 
American  farmers.  He  sells  this  com- 


munist-made merchandise  with  a 
puny,  $100,000-a-year  advertising 
budget,  less  than  1%,  for  example,  of 
what  market  leader  Deere  &  Co. 
spends.  Belarus  is  hardly  pushing 
Deere  to  the  wall,  but  it  now  has  2% 
of  the  total  SI  billion  tractor  market 
in  this  country.  It  sold  about  1,600 
tractors  in  1987  and  projects  sales  of 


2,500  in  1988,  for  $20  million. 

"We  sell  at  the  workingman's  price, 
says  Harrison,  a  folksy  chain-smoke 
who  wears  sweater  vests  to  the  offic 
and  boasts  large,  jeweled  rings  on  eac 
hand.  "We  aren't  selling  Cadillacs 
We're  selling  Model  As." 

The  comparison  is  fair.  A  new  85hj 
Belarus  tractor  sells  for  an  average  o 
$15,000,  while  a  new  comparabl 
John  Deere  machine  average 
$30,000.  Belarus'  eight  models  ar 
somewhat  antiquated  and  crudely  en 
gineered  compared  with  U.S.  model; 
but  some  farmers  will  sacrifice  fea 
tures  for  that  50%  price  difference. 

Harrison  took  over  the  Belarus  op 
eration  in  1985  and  turned  it  profii 
able  last  year  for  the  first  time  ever 
He  has  been  helped  by  Soviet-styl 
economics.  Because  the  Soviets  subsi 
dize  their  factories,  a  rise  in  raw  mate 
rials  costs  isn't  reflected  in  the  fina 
price.  Then  there  is  the  low  Sovie 
hourly  wage  of  about  $2.25  an  houi 
Clearly,  however,  the  Soviet  Union  i 
more  interested  in  earning  foreign  ex 
change  than  in  making  a  paper  profi 
on  its  tractors. 

Belarus'  customers  say  the  tractor 
have  two  important  features  beside 
their  price.  One,  the  simple  machine 
work.  Two,  you  don't  have  to  go  ti 
Siberia  for  parts  and  service.  Take  th 
case  of  Doug  and  Anita  Richards,  wh 
own  a  100-acre  sheep  farm  in  Parish 


Bob  Mahoiu-\  Picture  t.n-L 


bards  at  wheel  "/  JObp  Belarus  ->_'5  wife,  Anita  bending  sheep 
vs  coll  it  Ivan.  Sometimes  it's  terrible,  sometimes  it's  not." 
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Our  approach 

to  structuring  an 

organization 

is  a  Me  bit  different. 


In  business/the  pyramid  principle  can  lead  to  a  type  of 
nanagement  in  which  those  at  the  top  keep  those  at  the 
ower  levels  from  exercising  initiative. 

At  AIG,  we've  built  a  new  kind  of  insurance  group.  One 
hat  gives  people  at  every  level  decision- making 
esponsibility. 

This  makes  AIG  far  more  sensitive  to  changes  in  the 
narketplace  anywhere  in  the  world.  And  far  more  respon- 
;ive  to  your  insurance  needs. 

This  approach  explains  why  AIG  companies  are  the 


largest  underwriters  of  commercial  and  industrial  risks  in 
the  U.S.,  and  a  leading  global  provider  of  life,  accident  and 
health  insurance. 

To  learn  more,  contact  AIG,  Dept.  A,  70  Pine  Street, 
New  York,  New  York  10270. 

Then  watch  us  turn  things  around  for  you. 

Insurance  Companies  That  Don  t  KY73 
Think  Like  Insurance  Companies  rWHyi 


On  each  tractor:  Made  in  USSR. 
Dealers  downplay  the  Soviet  link. 
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N.Y.,  a  village  about  12  miles  north  of 
Mark  Tullar's  Belarus  dealership  in 
Brewerton,  near  Syracuse. 

In  1983  they  bought  a  new  65hp 
John  Deere  tractor.  Then,  early  in 
1987,  the  Richardses  decided  they 
needed  both  a  second  barn  and  a  sec- 
ond tractor.  By  buying  a  Belarus,  they 
could  afford  both.  "I  fought  it  tooth 
and  nail, "  recalls  Anita.  "I  didn't  want 
to  send  money  from  our  farm  to  a 
system  that  isn't  democratic.  But  it 
was  a  matter  of  economics.  For 
$30,000  we  could  buy  another  Deere 
that  might  not  work  anyway,  or  we 
could  buy  the  Belarus  and  have 
enough  left  to  build  the  new  barn." 

For  $12,300  the  Richardses  bought 
a  70hp  Belarus  from  Tullar.  A  Forbes 
reporter  took  a  ride  on  both  machines. 
The  Deere  is  quiet,  smooth-shifting, 
with  a  short  turning  radius,  a  steering 
wheel  that  responds  to  one  finger  and 
push-button  four-wheel  drive. 

The  Belarus,  by  contrast,  is  loud, 
smoky  and  cantankerous;  Richards 
had  to  play  with  the  gearshift  for  al- 
most a  minute  to  get  it  into  neutral. 
"We  call  it  Ivan,"  Richards  yelled. 
"Sometimes  it's  terrible  and  some- 
times it's  not."  But  when  the  ice  on  a 
long  puddle  broke  and  we  sank  into 
the  mud,  Richards  wrestled  Ivan  into 
four-wheel  drive.  We  bulled  through 
the  muck  without  a  pause.  "It's  un- 
gainly," he  shouted,  "but  it  works." 

And  when  it  doesn't,  the  Rich- 
ardses   get    fast    service.    Last    New 


Finishing  Belarus  tractors  in  Milwaukee 

American  customers  demand  air-conditioning  and  stereos. 


Year's  Eve,  after  nine  months  of  trou- 
ble-free service,  a  part  failed  in  the 
Belarus  engine.  By  Jan.  8  dealer  Mark 
Tullar  had  installed  an  entirely  new 
engine  specially  shipped  from  Mil- 
waukee. Cost  to  the  Richardses:  zero. 

Belarus  has  two  plants,  in  Milwau- 
kee, and  Slidell,  La.,  with  about  40 
employees,  all  nonunion.  The  ma- 
chines are  unloaded,  inspected,  and 
then  repainted  orange.  (The  color 
they're  shipped  in — Soviet  red — 
wouldn't  go  over  well.)  English-lan- 
guage decals  are  put  on  to  help  cus- 
tomers operate  the  machine.  Capital- 
ist comforts  like  air-conditioning  and 
AM-FM  stereo  are  added  on  request. 

Mostly,  Belarus'  network  of  120 
dealers  sells  on  price.  They  shun  radio 
and  TV,  placing  low-cost  ads  in  such 
local  farm  papers  as  Focus  on  Fanning 
and  Country  Folks.  One  blares:  "Get 
that  new  $30,000  to  $40,000  tractor 
and  only  pay  $13,900  for  it!" 

Of  course,  Belarus  Machinery 
doesn't  belabor  its  Soviet  connection. 
Its  logo  is  a  stylized  black  tractor  su- 
perimposed on  none  other  than  an 
American  flag  in  the  shape  of  the  con- 
tinental U.S.  "If  we  tried  to  force-feed 
a  Soviet  product  to  Americans,  I'm 
sure  we'd  have  problems,"  says  man- 
ager Harrison.  "We're  careful  not  to 
offend  anybody.  Some  people  mum- 
ble, 'I  wonder  what  folks  will  say  if  I 
buy  this  thing,'  but  we  don't  hard-sell 
to  the  point  where  people  get  up  in 
arms." 

The  Belarus  tractor,  sad  to  say,  isn't 
less  American-made  than  most  trac- 
tors in  use  here.  About  84%  of  all 
tractors  sold  in  the  U.S.  are  made 
overseas,  mostly  in  Europe  and  Japan, 
says  John  Lien  of  the  U.S.  Department 
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of  Commerce. 

Mark  Tullar  uses  that  fact  in  hi 
sales  pitch.  One  recent  morning, 
Forbes  watched,  Bob  Lawrence,  1 
semiretired  small  farmer  who  had 
seen  Tullar's  ad  in  a  local  farming 
newspaper,  stopped  by  to  ask  about  a 
57hp  model  that  sells  for  $10,000. 

First  Tullar  stressed  the  Belarus 
fuel  efficiency,  then  the  cost  of  com 
parable  "American"  models  ($23,001 
to  $26,000).  Then  he  added,  "Whethe 
they  say  John  Deere  or  Ford  or  what 
ever,  an  awful  lot  are  made  in  China 
Korea,  India,  Japan.  You  won't  heai 
them  bring  that  topic  up,  because 
they're  still  marketing  under  their 
American  names,  but  it's  true." 

Cliff  Melvin,  a  Deere  dealer  in  Bald 
winsville,  about  ten  miles  west  ol 
Brewerton,  scowls  when  asked  abou 
Belarus.  "You  get  what  you  pay  for/ 
he  says,  spitting  a  stream  of  Big  Kick 
chewing  tobacco  into  a  bucket  at  hi 
feet.  "The  quality  of  farmer  that  buy: 
those  things  is  not  top-notch.  They're 
not  as  modern  built,  and  they  don'l 
have  any  nice  features  like  our  trac- 
tors. But  your  farmer  that  buys  thosi 
things,  he  just  figures,  'I  bought  it  so 
cheap,  the  hell  with  it.'  " 

While  playing  down  the  Soviet  con- 
nection,  Belarus  does  manage  some 
promotional  marketing.  Ninety  per 
cent  of  the  more  than  800  floats  in 
New  Orleans'  Mardi  Gras  are  carriec 
on  Belarus  tractors.  Blaine  Kern,  "Mn 
Mardi  Gras,"  who  designs  and  mak 
most  of  the  floats  for  the  festivities, 
has  been  a  loyal  Belarus  custom© 
since  1981.  Wouldn't  it  make  Lenir 
proud  to  see  a  Soviet  tractor  dragging 
a  Statue  of  Liberty  float  through  th 
streets  of  New  Orleans?  ■ 
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Atwhatageaoe&  % 
heart  disease  really  begin? 
1  Upjohn  is  not  waiting  to  finJ " 


"his  year,  cardiovascular  disease  will  cause  half 

ill  deaths  in  America.  It  has  even  been  found  in 

dren. 

)ver  a  billion  dollars  in  research  is  being  aimed 

his  vast  enemy  of  life.  One  of  the  leaders  in  this 

"sarch  is  The  Upjohn  Company. 

\/e  are  studying  anti-cholesterol  therapy  that 

ild  actually  reverse  some  coronary  artery 

y.  Another  exciting  research  project  promises 

»e  the  dramatic  next  step  against  hypertension. 


And  we  are  working  on  important  advances 
against  deadly  heart  arrhythmias,  plus  a  new  way 
to  zero  in  on  blood  clots  with  fewer  dangerous 
side  effects. 

These  are  just  part  of  the  new  arsenal  of 
weapons  being  developed  against  heart  disease. 
As  Upjohn  enters  its  second  century,  we're  work- 
ing to  save  lives  for      _-      m      - 

generations  to  [J  PI  Oil  Ft 

come.  r\J 
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Edited  bv  Gary  Slutsker 


In  business,  as  in  opera,  death  scenes  can 
drag  on  forever.  Take  telex,  for  example. 


"It'll  be  around 
for  quite  a  while" 


By  Neal  Santelmann 


As  recently  as  two  years  ago, 
iwhen  Becton  Dickinson  and 
LCo.  wanted  to  send  a  purchase 
order,  say,  to  a  supplier  in  West  Ger- 
many, it  did  so  by  means  of  the  same 
technological  service  that  businesses 
have  been  using  in  such  situations  for 
nearly  half  a  century — the  electronic 
exchanging  of  teleprinter  messages.  In 
short,  it  sent  a  telex.  Sending  such 
messages,  normally  at  rates  of  60  to 
80  a  day,  routinely  ran  up  telex  bills  of 
as  much  as  $1 1,000  a  month  for  Bec- 
ton Dickinson  headquarters.  That 
helps  explain  why  companies  like 
Western  Union  and  RCA,  which  pro- 
vided telex*  transmission  services  to 
users,  found  it  a  pretty  good  business 
to  be  in. 

i  1l^   h   SI 


But  that  was  two  years  ago.  Today 
the  Franklin  Lakes,  N.J.  hospital  sup- 
ply firm  sends  no  more  than  five  tel- 
exes a  day,  at  most,  and  its  December 
bill  for  the  service  was  $188.  Put 
bluntly,  telex  messaging  is  a  dying 
business,  with  companies  everywhere 
switching  en  masse  to  speedier,  more 
advanced,  more  economical  technol- 
ogies like  facsimile  document  trans- 
mission and  electronic  mail  networks 
(see  box,  p  113). 

This  year  the  number  of  fax  ma- 
chines in  use — most  of  them  manu- 
factured by  Japanese  companies  like 
Sharp,  Ricoh  and  Canon — will  sur- 
pass a  million  in  the  U.S.,  twice  as 
many  as  two  years  ago.  By  compari- 
son, telex  machines  in  use  number 
around  120,000,  and  in  the  U.S.,  at 
least,  sales  are  declining. 


• 


For  businessmen  accustomed  to  no 
frills,  all-capital-letters  telex  me 
sages,  fax  services  offer  a  chance 
see  a  copy  of  an  entire  document 
Meanwhile,  electronic  mail  service 
like  AT&T  Mail,  MCI  Mail  and  West 
em  Union's  EasyLink  are  gaining  pop 
ularity  for  shuttling  brief  message 
between  subscribers'  electroni 
"mailboxes."  Though  these  service 
have  been  commercially  available  fa 
less  than  a  decade,  electronic  mai 
services  and  software  produced  reve 
nues  of  $450  million  last  year  and  ar 
growing  faster  than  25%  annually. 

By  contrast,  telex  revenues  are  de 
clining.  After  falling  15%  in  1986 
they  fell  another  11%  last  year, 
$520  million,  for  the  five  largest  carri 
ers — Western  Union  Telegraph  Co 
ITT  World  Communications,  RQ 
Global  Communications,  MCI  an 
TRT  Telecommunications  Con 
Troubled  Western  Union,  whic 
came  close  to  Chapter  1 1  last  yea 
recently  completed  a  corporate  r 
structuring  that  included  the  acquis] 
tion  of  ITT  World  Communications 

No  wonder  General  Electric's  Jac 
Welch  is  unloading  his  company's  ii 
ternational  telex  subsidiary,  RG 
Global  Communications.  RCA  Glol 
com  made  a  small  profit  last  year  o 
revenues  of  some  $200  million. 

But  just  because  a  business  is  dyin 
does  not  mean  it's  dead.  Says  Kathry 
R.  Harrigan,  a  business  professor  a 
Columbia  University,  "The  endgam 
is  the  second  half  of  a  product's  lif< 
the  declining  half,  and  it  can  go  on  fc 
300  years." 

Three  centuries  may  be  a  bit  opt 
mistic,  but  at  least  one  telecommun 
cations  giant,  Washington  D.C.-base 

'  Telex  Corp.,  a  computer  periplMrals  mannfactur 
alxntt  la  /*•  acquired  In'  Mcniore.x  International  N 
/>av  no  inrolrenient  m  any  aspect  of  the  teleprmt 
exchange  business 
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Look  inside 
and  you'll  find  w< 

We've  integrated  more 
different  electronic  systems  j 
into  more  different  air- 
planes than  anyone  else  in 
the  world. 

Grumman's  X-29  ad- 
vanced-technology de- 
monstrator has  three  com- 
puters that  make  it  possible 
to  control  this  forward- 
swept-wing  airplane. 
Grumman  space-satellite 
systems  will  detect  and 
track  missiles  from  the  in- 
stant of  lift-off.  Our  elec- 
tronics have  doubled  the 
power  of  the  E-2C  Hawkeye 
every  five  years. 

Electronic  systems  make 
Grumman  planes  the  best 
for  the  jobs  they  do.  And 
electronic  systems  are 
creating  new  opportunities 
for  Grumman. 

Only  GRUMMAN 


*  Registered  trademark  ol  Grumman  Corporation 


Howfestyou 
get  black  and  blue  depend 


on  who  you  punch. 


Why  is  the  competition  afraid  of  our  490Z? 

Because  when  you  punch  it,  you  get  black  and  blue  faster 
than  any  other  copier  in  the  world.  (Not  to  mention  red,  green, 
and  sepia.) 

Thanks  to  an  extraordinary  process  called  Simul-color,™ 
two-color  copies  are  whisked  out  in  a  single  step. 

Should  your  tastes  run  to  a  more  economical  two-color 
copier,  there's  the  370  with  Selecta- color.™  Or  you  can  choose 

Simul-color  Mil  Sckvta-volor  art  trademarks  of  Minolta  Corporation.  C 1988  Minolta  Corporation 


the  370Z,  which  offers  all  the  features  of  the  370,  plus  zoom, 
editing  and  optional  duplexing. 

To  put  them  to  the  test,  call  1-800-USA-DIAL,  ext.  777 : 
the  Minolta  dealer  nearest  you. 

We're  sure  they'll  come  out  with  flying  colors. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOl 


One  reason  for  the  growing  popularity  of  facsimile 
machines  is  that  almost  every  fax  can  "speak"  to 
every  other  fax,  regardless  of  the  manufacturer.  Telex 
carriers,  too,  have  the  ability  to  deliver  messages  sent 
by,  say,  an  MCI  customer  to  an  ITT  telex  subscriber. 

That's  not  the  case  with  electronic  mail.  In  1987 
some  5  million  people  in  the  U.S.  used  electronic  mail 
to  send  nearly  2  billion  messages.  Companies  of  all 
sizes  use  electronic  mail  to  communicate  in-house 
with  sales  forces  and  field  offices,  as  well  as  with 
suppliers  and  other  outsiders.  Increasingly,  companies 
are  hooking  their  internal  computer  systems  to  public 
electronic  mail  networks  like  AT&T  Mail,  MCI  Mail  or 
Western  Union  EasyLink  in  order  to  communicate  with 
other  businesses. 

But  right  now  a  subscriber  on,  say,  AT&T  Mail  can- 
not send  a  message  to  a  subscriber  of  EasyLink.  It's  a 
little  bit  like  the  problems  that  telephone  callers  had 
trying  to  reach  one  another  a  century  ago,  when  com- 
peting telephone  companies  closed  their  wires  to  non- 
subscribers. 

Ironically,  the  technology  already  exists  to  switch 
electronic  mail  messages  among  competing  systems, 


but  so  far  there  is  not  much  demand  for  that  kind  of 
service  in  the  U.S.  A  U.N.  standards  organization 
agreed  on  a  format  for  handling  messages  in  1984.  Since 
then  the  electronic  mail  folks  have  used  the  X.400 
standard  for  letting  customers  hook  computers  made  by 
a  variety  of  computer  manufacturers  to  their  networks. 
But  AT&T,  MCI  and  Western  Union  commercial  carri- 
ers are  still  not  using  the  X.400  standard  to  intercon- 
nect their  competing  networks  themselves. 

The  carriers  complain  that  an  elaborate  switching 
and  billing  system  would  increase  the  cost  of  sending 
electronic  messages.  But  another  reason  for  the  foot- 
dragging  may  be  competitive  urges  of  another  kind — 
reluctance  on  the  part  of  networks  to  give  up  their 
customer  lists.  Telex  providers  need  a  directory  of  all 
telex  subscribers  in  the  system  in  order  to  intercon- 
nect, and  electronic  mail  providers  would  need  the 
same.  "Electronic  mail  vendors  view  their  customers 
as  theirs,"  says  Audrey  Mandela,  research  director  for 
the  Yankee  Group's  European  operation  in  Watford, 
England.  "They  don't  want  to  hand  their  customer 
lists  over  to  somebody,  and  that  would  be  required 
for  a  directory." — N.S. 


Science  & 
Technology 


vlCI  Communications  Corp.,  still 
;ees  opportunity  in  this  remorselessly 
unwinding  business.  MCI  now  plans 
o  buy  the  RCA  international  opera- 
ion  for  $160  million  and  make  it  a 
<ey  element  of  its  strategy  to  expand 
ts  entire  international  telecommuni- 
;ations  business. 

Short  term,  MCI  figures  to 
nilk  an  old  technology  by 
;ombimng  the  RCA  unit 
.vith  MCI's  existing  telex  op- 
eration. Six  years  ago  MCI 
jot  into  the  telex  business  by 
jurchasing  a  company  called 
Western  Union  International 
no  relation  to  the  Western 
Jnion  Telegraph  Co.)  from 
Xerox  Corp.  That  operation 
eked  out  a  profit  last  year  on 
revenues  of  $200  million. 
With  the  added  customers 
ind  networking  capability  of 
RCA's  operation,  MCI  fig- 
ares  revenues  will  rise 
enough  to  offset  the  cost. 

It  just  may  be  right.  A  core 
af  heavy  telex  users  remains, 
rheir  old  clunky  telex  termi- 
nals having  been  replaced  in 
recent  years  by  fancy  person- 
il-computer-style  screens, 
rhese  are  used  to  send  tel- 
exes by  at  least  50,000  U.S. 
:ompanies  in  mmmg,  ener- 


gy, shipping  and  banking. 

Telex  revenues  fell  35%  in  the  U.S. 
last  year,  but  international  business 
hascontinued  to  grow.  That  is  partic- 
ularly so  in  the  Third  World,  where 
telex  messaging  has  often  been  the 
only  reliable  means  of  international 
communication. 

Though  telex  service  to  countries 
like  Nepal  and  Bangladesh  is  not  a  big 
revenue  producer,  MCI  needs  to  be 
able  to  offer  its  major  customers  ac- 
cess to  developing  nations.  "It's  im- 


MCl  International's  Seth  Blumenfeld 

Three  centuries  may  be  a  bit  optimistic. 


portant  that  we  become  a  full-service 
provider  of  all  services  to  all  parts  of 
the  world,"  says  Seth  Blumenfeld, 
president  of  MCI  International,  which 
last  year  accounted  for  an  estimated 
5%  of  total  MCI  revenues  of  about  $4 
billion. 

At  the  moment  MCI  has  a  mere  2% 
of  the  international  telephone  busi- 
ness, compared  with  95%  for  AT&T. 
Through  the  purchase  of  the  RCA  net- 
work, the  company  hopes  to  see  its 
market  share  increase.  One  way  that 
MCI  hopes  to  achieve  this  is 
by  using  RCA's  longstanding 
customer  relationships  in 
more  than  200  countries  to 
market  its  other  voice  and 
data  services. 

Longer  term,  MCI  knows 
that  the  use  of  telex  messag- 
ing internationally  will  go 
the  way  of  its  U.S.  traffic.  But 
by  grabbing  a  bigger  share  of 
the  existing  international 
business,  MCI  hopes  to  re- 
main in  the  game  when  fac- 
simile and  electronic  mail 
networks  take  off  abroad.  In 
short,  if  MCI's  telex  custom- 
ers switch  to  fax,  MCI  hopes 
that  they  will  do  so  over  MCI 
voice  lines. 

In  the  meantime,  MCI  is 
going  to  keep  sending  tel- 
exes. "It's  not  something 
that  you'd  want  to  go  into 
from  scratch,"  says  MCI's 
Seth  Blumenfeld,  "but  it's 
going  to  be  around  for  quite  a 
while."  ■ 
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Random  Access 


Commentary  by  Esther  Dyson 


BALANCE  OF  POWER 


Last  month  Ashton-Tate,  the  lead- 
ing provider  of  personal  computer 
database  management  systems 
(DBMS),  called  a  press  conference 
that  stunned  the  industry:  A-T  Pres- 
ident Edward  Esber  shared  the  podi- 
um with  Microsoft  Chairman  Wil- 
liam Gates,  a  major  rival,  to  an- 
nounce SQL  Server,  the  next- 
generation  DBMS  for  IBM's  and 
Microsoft's  next  generation  of  oper- 
ating system  software,  OS/2. 

The  surprise  was  that,  instead  of 
competing  tooth  and  nail  as  every- 
one had  expected,  Ashton-Tate  and 
Microsoft  will  now  be  working  to- 
gether to  make  the  world  safe  for 
Ashton-Tate's  new  version  of 
dBASE,  a  DBMS  that  until  now 
looked  to  be  on  its  last  legs.  The 
underlying  technology  doesn't  be- 
long to  either  company:  It  is  li- 
censed from  a  hot  new  Berkeley, 
Calif,  startup  called  Sybase. 

Such  alliances  aren't  so  unusual 
in  the  software  industry.  Microsoft 
is  not  only  a  leader  in  technology 
but  a  canny  corporate  strategist  ex- 
perienced in  the  geopolitics  of  soft- 
ware. It  developed  the  operating 
system  for  IBM's  original  personal 
computer  and  sells  a  similar  prod- 
uct to  virtually  every  maker  of 
clones,  from  Compaq  to  Tandy  to 
outfits  you've  never  heard  of.  At  the 
same  time,  it  is  a  major  supplier  of 
software  for  Apple's  Macintosh.  Mi- 
crosoft also  sells  spreadsheets,  word 
processors  and  other  software  in 
competition  with  other  vendors 
who  must  rely  on  Microsoft's  oper- 
ating system  as  the  foundation  for 
their  programs.  Microsoft  is  second 
to  none  in  its  ability  to  juggle  a  set 
of  conflicting  relationships. 

Microsoft  strengthened  its  alli- 
ance with  IBM  with  an  agreement 
to  make  and  sell  the  follow-on  OS/2 
operating  system  released  late  last 
year:  IBM  sells  it  for  its  own  PCs 
and  PS/2s,  while  Microsoft  sells  it 
to  other  hardware  vendors  to  in- 
clude with  their  PC  and  (soon)  PS  2 
clones.  That  way,  IBM  can  own  a 
widely    used    "standard"    without 

Esther  />)v»  to  editor  and  publisher  of  (be 
newsletter  Release  l.o. 


having  to  sell  it  to  other  vendors 
itself.  (An  operating  system  is  the 
software  that  gives  any  piece  of 
computer  hardware  its  basic  person- 
ality, and  supports  the  applications 
software — spreadsheets,  account- 
ing, database  management  systems, 
etc. — that  runs  on  a  computer.) 

So  where  does  the  deal  with  Ash- 
ton-Tate fit  in?  Well,  Microsoft's 
joint  effort  with  IBM  doesn't  cover 
everything.  Later  this  year  IBM  will 
deliver  OS/2  Extended  Edition,  a 
version  of  OS/2  that  also  includes 
communications  and  database  facil- 
ities developed  by  IBM  alone.  In  the 
past  many  application-builders  had 
their  own  ways  of  structuring  data, 
and  few  computers  communicated. 
In  the  future,  IBM  and  others  in- 
cluding me  believe,  it  will  be  help- 
ful for  everyone  to  use  the  same 
standard  facilities  for  these  tasks. 
The  use  of  standards  will  save  effort 
and  make  cooperation  among  differ- 
ent systems  much  easier. 

So,  with  IBM  set  to  offer  OS/2 
Extended  Edition  without  its  pal 
Microsoft,  what  choice  had  Micro- 
soft but  to  offer  its  own  version  (still 
lacking  mainframe  communica- 
tions, however)  to  all  those  hard- 
ware vendors  who  couldn't  buy  the 
complete  version  from  IBM  and  all 
those  customers  who  wanted  a  sec- 
ond source?  And  how  could  Micro- 
soft be  sure  of  winning  other  than 
by  teaming  up  with  its  potential 
rivals  in  this  market? 

Indeed,  this  deal  benefits  almost 
everyone — except  everyone's  arch- 
rival, IBM,  which  will  now  have  to 
deal  with  a  strong  alliance  in  the 
OS/2  database  business  rather  than 
a  group  of  weaklings.  The  team  con- 
sists of  three  players: 

Sybase,  a  startup  with  a  brilliantly 
conceived  and  executed  product, 
free  from  the  constraints  of  a  previ- 


ous product. 

Microsoft,  a  successful  software 
firm,  codeveloper  and  comarketer 
with  IBM  of  the  industry's  next  soft- 
ware "platform"  but  with  little 
database  expertise  and  a  fairly  full 
plate  of  other  products. 

Ashton-Tate,  long  the  leader  in  per- 
sonal computer  DBMS  but  now  sad- 
dled with  an  aging  product  and  a 
lagging  development  effort.  Ashton- 
Tate, however,  boasts  about  2  mil- 
lion users  of  its  current  product  and 
is  about  to  announce  a  new  version 
(dBASE  IV)  that  will  ultimately 
work  with  SQL  Server. 

Of  course,  this  love  fest  leaves  a 
few  people  out  in  the  cold — notably 
Oracle,  currently  the  leader  in  IBM- 
style  DBMS,  especially  on  non-IBM 
hardware,  and  hopeful  of  making  an 
impact  on  OS/2;  and  Lotus,  which 
has  announced  its  own  DBMS  but 
will  now  probably  end  up  support- 
ing the  Microsoft/Ashton-Tate/ 
Sybase  product  as  well  as  IBM's. 
Why  fight  City  Hall? 

What's  likely  to  happen?  I  think 
the  joint  product  will  be  stunningly 
successful,  because  it  combines  all 
the  ingredients  for  success:  good 
technology,  an  installed  base  and 
Microsoft's  strong  relationship  with 
other  hardware  vendors — just  as 
they  buy  OS/2,  so  will  they  buy  SQL 
Server  from  Microsoft  rather  than 
from  IBM.  A  number  of  other  soft- 
ware vendors  have  already  chimed 
in  with  their  support.  Only  IBM  can 
hope  to  compete  effectively. 

Am  I  worried  about  restraint  of 
trade?  Not  at  all.  First,  it  takes  a 
strong  coalition  to  have  any  hope  of 
competing  with  IBM.  Second,  even 
IBM  will  be  pleased  to  see  soft- 
ware supporting  its  OS/2  and  PS/2 
(there's  that  software  standby, 
mixed  motives).  And  third,  I'm  glad 
to  see  companies  do  what  they  do 
best  rather  than  duplicate  each  oth- 
er's efforts.  In  the  software  industry, 
where  different  products  have  to 
work  with  each  other,  the  prolifera- 
tion of  different  solutions  leads  to 
confusion.  Once  a  satisfactory  solu- 
tion is  found,  the  combination  of 
forces  to  foster  standards  makes  eco- 
nomic and  technological  sense.  ■ 
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Quality  ?  Bf 
Innovation  ?  gf 
Cconnpetltrveness  ?  gf 


TANDY  ANSWERS 
AMERICA'S  CHALLENGE. 


design  and  quality  control ...  for  exceptional  reliability. 


Tandy  engineered  and  built . .  .  another 
first  in  high-performance  audio/video. 


28  ounces- 
wide!  A 
through 
lular 
ology. 


America's  distribution  system  for  the 
products  of  technology. 


\£  World- Class  Product 

Development  &  Manufacturing 

Competitiveness  .  .  .  inspires  the  winning  tradition,  achieved 
by  Tandy's  product  development  and  engineering  teams  in  cre- 
ating technological  breakthroughs  for  broad-based  markets 
.  .    markets  that  have  felt  Tandy's  technological  impact  in- 
clude: audio,  video,  telephony,  microcomputing,  magnetic  me- 
dia and  more  .  .  .  markets  with  a  growing  demand  that  Tandy 
has  met  by  opening  one  or  more  new  manufacturing  facilities 
each  year  for  the  past  1 5  years. 

Quality  .  . .  drives  the  tradition  at  24  of  Tandy's  USA  plants  in 
California,  Illinois,  Iowa,  Missouri,  New  Jersey,  North  Carolina, 
Texas  .  .  .  and  spreads  worldwide  to  our  five  plants  in  Korea, 
Taiwan  and  mainland  China. 

\£  Price  /Performance  Breakthroughs 

Innovation  .  .  .  fuels  Tandy's  tradition  of  price/performance 
breakthroughs  .  .  .  created  by  our  own  research  and  design 
and  through  strategic  joint  development  efforts. 

Tandy  breakthroughs  span  the  spectrum  of  technology  firsts 
in  personal  computers,  digital  stereo,  weather  radios,  hand- 
held VHF  radios,  low-cost  cordless  phones  and  telephone 
answerers. 

Our  tradition  of  price-breakthrough  technology  continues  in 
1987  with  the  hand-held  cellular  phone,  audio/video  receiver, 
universal  remote  control,  and  386-based  personal  computer. 

\£  Unparalleled  Distribution  &  Marketing 

Radio  Shack,  The  Technology  Store,  is  America's  largest 
chain  of  electronics  retail  stores,  dealers  and  computer  cen- 
ters .  .  .  plus,  Tandy's  other  distribution  channels  include  lead- 
ing retailers,  manufacturers  and  businesses. 

After-sale  support  and  service  is  unequaled  in  the  industry 
and  cited  by  our  customers  as  a  major  advantage  of  buying 
Tandy  quality  products. 

Whether  Tandy  is  supplying  the  automotive  industry  .  .  .  the 
telecommunications  industry  ...  or  the  home  consumer .  .  . 
America  can  depend  on  .  .  . 

Quality. . .  Innovation . . .  Competitiveness . . .  it's  America's 
Challenge.. . it's  Tandy's  Tradition! 


ANDY  AMERICA'S  TECHNOLOGY 
CORPORATION  ANSWER™  vWtf 


Careers 


Lost  luggage,  unwanted  advances,  embar- 
rassing questions  go  with  a  sales  territory. 
As  do  good  money  and  a  shot  at  the  presi- 
dency, our  reporter  learns,  tagging  along 
with  a  bright  young  saleswoman. 

The  life 
of  a  saleswoman 


By  Dyan  Machan 


Some  days  I  feel  that  everyone  I 
visit  is  caught  in  a  freeze-frame, 
and  I  alone  move  in  and  out  of 
the  picture."  Thus  does  Robin  Milne 
describe  what  it's  like  to  be  one  of  the 
country's  better  young  salespeople. 
After  tagging  along  with  Milne  for  48 
hours,  I  see  what  she  means. 

Milne,  32,  is  vice  president  of  sales 
for  Atlanta's  HBO  &  Co.,  charged 
with  selling  HBO's  computer  soft- 
ware to  hospitals  in  1 7  western  states. 
Based  in  San  Francisco,  she  logs 
15,000  miles  a  month  in  planes  and 
maybe  1,400  miles  in  rented  cars. 
She's  in  San  Francisco  so  infrequent 
ly,  she  doesn't  even  keep  an  apart- 
ment there  but  rents  a  room  at  the 


Westin  Hotel  at  the  airport.  Home? 
Down  in  Scottsdale,  Ariz.,  where  her 
husband  of  two  years,  Richard  Milne, 
has  an  insurance  business.  She  flies  in 
on  weekends  and  figures  a  good 
month  is  squeezing  in  eight  days  with 
her  husband. 

It's  a  hard  life,  but  there  are  re- 
wards. After  graduating  from  Arizona 
State  University  with  a  degree  in  mar- 
keting in  1978,  Milne  landed  a  job  in 
San  Francisco  selling  bedpans,  plastic 
cups  and  the  like  for  American  Hospi- 
tal Supply.  In  her  first  year  she  earned 
$21,000  on  straight  commission.  By 
her  third  year,  the  company  named 
her  sales  manager,  promoting  her  over 
the  ten  men  who  had  shown  her  the 
ropes.  But  the  next  advance  meant 
moving  to  American  Hospital's  base 


luloro 


in  Waukegan,  111.  Instead,  Milne  toe 
a  job  with  HBO  &  Co.  four  years  aj 
for  $50,000  plus  a  $10,000  bonus.  La 
year  she  made  $103,000,  base  and  b 
nus  included. 

To  the  immediate  dollar  reward 
add  this:  an  improved  shot,  someda 
at  a  corporation's  top  job.  Accordir 
to  a  survey  last  year  by  Heidrick 
Struggles,  a  big  headhunting  outfi 
over  28%  of  all  U.S.  chief  executivi 
rose  through  sales  and  marketin 
Critics  who  decry  the  absence  < 
women  in  executive  suites  may  (i 
may  not)  find  satisfaction  in  the  o 
servation  of  Barbara  Pletcher,  execi 
tive  director  of  the  National  Associ 
tion  for  Professional  Saleswome 
that  women  now  compose  rough 
25%  of  the  nation's  sales  force, 
sharply  in  recent  years. 

According  to  Pletcher,  Robin  Mill 
is  one  of  the  country's  best  your 
salespeople.  I  met  up  with  her  oq 
recent  Wednesday  in  HBO's  San  Fr 
cisco  office,  just  in  time  for  a  call  fro: 
a  client:  Roger  Seaver,  executive  vi 
president  of  Glendale  Memorial  Ho 
pital  in  California.  Milne  and  a  cc 
league  have  been  trying  to  talk  Seav 
into  upgrading  Memorial's  sof  tware- 
a  $2  million  sale,  on  which  Mill 
would  split  a  $46,000  commissio 
Seaver  complains  that  HBO  has  m 
kept  its  financial  software  up  to  dat 
Listening  carefully  to  Seaver's  con 
plaints,  Milne  rings  off  and  quick 
calls  an  emergency  strategy  sessic 
for  the  account  in  Los  Angeles  tl 
next  morning.  She  quits  about  6  p.r 
and  heads  for  the  Westin's  health  cli 
to  work  off  accumulated  anxiety  (] 
the  exercise  cycle. 

By  9  the  next  morning  we're  : 
HBO's  Los  Angeles  office.  To  tack 
the  Glendale  Memorial  accour 
Milne  and  her  team  decide  to  propo 
a  complete  package  of  HBO  product 
data  processing  staffing  and  maint 
nance.  This  will  save  the  hospit 
money,  the  headache  of  running  tl 
department,  and — she  hopes — w 
HBO  the  sale.  "I  love  it,"  says  Miln 
who  looks  forward  to  trying  the  pac 
age  out  on  Seaver  in  a  few  days. 


Robin  Milne,  ///>'<>  6  (  o  vice  president  of  v/A-v 

Weeks  at  the  airport  hotel;  weekends  with  her  husband. 


At  the  Seattle-  Tacoma  airport 
Bye-bye,  bags. 
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old  Card®  Year-End 
nary  of  Charges  from 
ican  Express. 


ith  the  addition  of  the  Year-End 
lary,  the  Gold  Card  just  may  be 
nplest,  most  impressive  way  to  put 

!fe  in  order. 
;  a  comprehensive,  chronological 
it  of  your  yearly  billed  Gold  Card 
kctions  by  category  and  location, 
jg  you  where  you  used  it,  how  you 
k,  when  you  used  it,  and  what  you 


spent.  Which  can  be  helpful  in  sep- 
arating your  business  and  personal 
expenses  for  tax  preparation. 

In  addition,  the  Gold  Card  offers  a 
wide  variety  of  other  benefits.  It  may 
include  a  personal  line  of  credit.  Cash 
access  services.  And  worldwide  travel 
advantages. 

And  there's  also  the  convenience  of 
American  Express®  ENVOY.  A  person- 
alized travel  agency  available  24  hours 
a  day  through  a  toll-free  number. 

All  of  which  makes  the  Gold  Card  a 


/&*  V5Vn 


much  sought-after  privilege. 

The  Gold  Card.  In  addition  to 
everything  else,  now  it  even  sums  up  the 
year  for  you. 

To  acquire  the  Gold  Card,  pick  up 
an  application  at  a  participating  finan- 
cial institution  or  establishment  where 
the  Gold  Card  is  welcome. 

Or  call  1-800-648-AMEX. 


THE  GOLD  CARD 
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At  the  Sea-Tac  Marriott 
Between  judo  moves. 


Careers 


The  afternoon  appointment  is  at 
Torrance  Memorial  Hospital  Medical 
Center.  Sailing  down  the  San  Diego 
Freeway  to  Torrance,  Milne  reminds 
me  that  closing  a  sale  usually  takes 
her  anywhere  from  60  to  100  or  more 
meetings,  a  two-day  demonstration 
and  lots  of  correspondence  over  a  one- 
to-two-year  period.  Clearly  Milne's 
commissions  are  commensurate  with 
her  patience  and  tenacity. 

I  ask  Milne  about  her  after-hours 
life  on  the  road.  Sexual  advances, 
though  rare,  come  with  the  territory, 
she  says.  Her  preferred  defense  is  hu- 
mor. "I  usually  tell  them,  'Oh,  come 
on,  you  can  do  better  than  me,'  "  she 
says.  Or  she'll  play  naive,  refusing  to 
acknowledge  the  signals. 

If  humor  and  naivete  fail,  there's 
always  the  back  door.  One  time,  re- 
counts Milne,  she  was  having  dinner 
with  two  hospital  managers,  both 
good  customers.  The  lines  from  one 
were  getting  more  obvious  and  insis- 
tent with  every  drink.  Finally,  Milne 
excused  herself — "to  call  the  of- 
fice"— returned  with  a  drummed-up 
emergency  at  home,  and  flagged  a  taxi 
back  to  her  hotel.  That  removed  her 
from  an  embarrassing  situation  and 
saved  face  for  the  customer — whose 
account  HBO  still  has. 

Wc  arrive  at  Torrance  Memorial.  Its 
administrators  are  thinking  about 
buying  an  IBM  mainframe,  and  run- 
ning an  HBO  competitor's  software 
on  it  Milne's  goal  is  to  derail  this 
thinking.  She  launches  into  the  task 
with  eye  contact  and  warm  smiles  for 
the  hospital's  four  administrators  as 
she  talks  about  how  her  software 
product  reduces  labor  costs,  the  num- 
ber one  expense  at  hospitals.  Pretty 
soon  Craig  Leach,  the  hospital's  chief 
financial  officer,  starts  talking  about 
the  high  salaries  (average  is  $15.60  an 
hour)  he  pays  nurses.  That  is  Milne's 
opening:  The  IBM  system  would 
mean  hiring  about  21  expensive  data 
processing  operators,  while  her  prod- 
uct would  require  about  12.  This  goes 
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Makeshift  ironing 
Looking  good  on  little 

sleep. 

down  well. 

Sales  is  for  upbeat,  enthusiastic 
people  who  are  adept  at  turning  nega- 
tive questions  into  positive  replies. 
Milne  calls  this  a  "judo  move,"  after 
the  jujitsu  practice  of  turning  an  op- 
ponent's energy  against  the  opponent. 
The  death  of  salesmen  arrives  when 
they  lose  their  enthusiasm,  their  abil- 
ity to  make  judo  moves. 

During  a  pause,  Torrance  Memor- 
ial's Leach  asks  Milne  about  HBO  & 
Co.'s  tumultuous  recent  past.  He 
wants  to  knows  if  he  can  be  sure  HBO 
will  be  around  to  support  its  products. 

Milne  explains  that  the  company 
(sales,  around  $175  million)  had  trou- 
ble digesting  two  mergers  in  1986  and 
then  had  to  fight  off  raiders  bent  on 
ousting  management.  The  fight  drove 
HBO  stock  up  to  135/8,  but  the  Oct.  19 
crash  hammered  it  back  to  43/4,  forc- 
ing the  arbs  to  sell  their  shares  to 
HBO  management.  "Black  Monday 
was  a  great  day  for  the  company," 
says  Milne,  ending  her  judo  move  on 
the  ultimate  upnote.  Torrance  Me- 
morial's administrators  express  great 
interest  in  HBO's  program  and  agree 
to  a  demonstration. 

Now  it's  back  to  the  airport  to  catch 
United  flight  696  to  Seattle.  Tomor- 
row we'll  call  on  Skagit  Valley  Hospi- 
tal in  Mount  Vernon,  Wash.  Rushing 
to  make  the  flight,  we  lug  our  bags — 
in  Milne's  case,  a  compact  garment 
bag,  all  she  ever  packs  for  a  week — 
onto  the  plane  and  settle  in. 

Then,  disaster.  A  prickly  United 
stewardess  insists  our  bags  must  be 
checked.  A  few  minutes  later  United 
flight  696  taxies  onto  the  runway, 


leaving  behind,  in  full  view,  our  lu 
gage.  I  want  to  strangle  the  stewar 
ess,  or  at  least  stop  the  plane.  Miln 
looking  for  some  kind  of  judo  mov 
tells  me  to  take  it  easy  and  calm 
waves  good-bye  to  her  bag.  Once 
Seattle,  Milne  heads  for  the  hotel  gi 
shop  where  she  buys  a  toothbrush  i 
replaces  her  nightgown  with  a  hock( 
shirt  and  men's  jockey  underwear  (tl 
best  the  gift  shop  could  do).  Unite 
promises  to  get  our  luggage  to  us  by 
a.m.  It  actually  shows  up  at  4  a.m. 

By  eight  the  next  morning,  I  feel  i 
though  a  737  backed  over  me  a  fe 
times.  Milne  looks  perfect  and  is  e 
ger  to  sell.  Joined  by  the  HBO  accoi 
manager  covering  Seattle,  we  pile  in 
a  rented  Cadillac  for  the  90-minu 
drive  to  Skagit  Valley  Hospital. 

Milne's  objective  is  to  persuade  tl 
hospital's  new  administrator,  Patric 
Mahoney,  to  add  HBO's  financial  sol 
ware  to  other  HBO  programming  tl 
hospital  already  uses.  At  a  cost  of  i 
to  $700,000,  this  could  earn  Milne 
commission  of  over  $12,000.  Tl 
stumbling  block,  Milne  thinks,  is  tl 
hospital's  loyalty  to  a  local  servi< 
bureau.  So  she  is  pleasantly  surprise 
when  Mahoney  agrees  the  hospit 
should  bring  its  financial  data  pr 
cessing  in-house  with  software  lil 
HBO's.  A  major  step  forward,  to 
built  upon  on  Milne's  next  call. 

On  the  ride  back  to  Seattle,  Mill 
runs  through  her  past  two  days.  Tl 
big  sale  to  Glendale  Memorial  is  sti 
uncertain.  But  on  the  Torrance 
Skagit  Valley  accounts,  she  feels  si 
made  real  progress.  She  also  explaii 
why  she  would  encourage  any  brigh 
ambitious,  self-confident  young  nu 
or  woman  to  go  into  sales:  If  you' 
good,  your  results  are  there  in  yoi 
order  book  for  all  to  see. 

Arriving  at  Sea-Tac  airport  at  5:3 
we  find  that  Milne's  flight  to  Phoen 
has  been  delayed  and  won't  get  h 
home  until  12:30  Saturday  morni 
Then  she'll  sleep  half  the  day,  catc 
up  with  her  husband  through  Sund; 
night,  and  grab  the  7  a.m.  Mond; 
flight  back  to  San  Francisco.  A  live 
life,  that  of  this  saleswoman.  ■ 


Selling  m  Skagit  Valley  Hospital 

Loyalty  was  not  an  issue. 


Departure  delayed 

Home  by  early  Saturday,  maybe. 
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r  Island,  three  miles  offshore  of  Miami,  is  a  splendid  world-class  private  club  community. 

luxurious  seaside  homes,  formal  and  informal  clubs,  clay  and  grass  tennis  courts,  deepwater 

las,  lovely  gardens,  a  mile  of  ocean  beach  and  unparalleled  privacy  and  security. 

rou  seek  the  ultimate  private  community  in  American  waters,  come  to  Fisher  Island. 

her  Island,  Seven  Fisher  Island  Drive,  Fisher  Island,  Florida  33109.  (305)  535-6071.  Toll-free 

624-3251. 


fn^JER  island) 


bilt  Estate  and  Oceanfront  Guest  Villa  Accommodations  available  from  $300  to  $1000  per  night,  double  occupancy, 
residences  priced  from  $335,000.  Complete  offering  terms  are  in  an  offering  plan  available  from  the  sponsor.  This  is  not  an  offering  to  New  Jersey  residents. 
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Behind  the  Figures 


Edited  by  Jerry  Flint 


The  egg  man 

Dave  Rust's  competitors  think  he 
dumps  his  eggs  into  their  mar- 
kets below  cost.  "They're  not  in  tune 
with  the  demands  of  the  market- 
place," Rust  answers  after  a  key  vic- 
tory in  an  antitrust  suit.  "In  the  egg 
business,  it's  sell  it  or  smell  it,"  says 
the  nation's  second-largest  egg  pro- 
ducer. Each  day  the  8.7  million  hens 
roosting  in  his  Rose  Acre  Farms  in 
Seymour,  Ind.,  some  70  miles  south  of 
Indianapolis,  lay  about  6  million  eggs, 
which  is  2,190,000,000  eggs  in  a  year, 
more  or  less,  $88  million  worth. 

He  has  doubled  his  business  in  five 
years,  despite  stagnant  demand  and 
low  prices.  How?  By  pushing  hard 
into  nearby  markets — he  has  maybe 
20%  of  Chicago's  egg  business — and 
by  stretching  deliveries  as  far  as  Cali- 
fornia. Naturally,  this  has  ruffled 
feathers.  California  egg  men  waged  a 
"Buy  California"  ad  campaign  last 
year,  and  seven  midwestern  competi- 
tors charged  him  with  discriminatory 
below-cost  selling.  Late  last  year  a 
federal  jury  delivered  a  $27  million 
antitrust  judgment  against  him,  but 
the  judge  in  the  case  overturned  it. 
Appeals  will  probably  follow. 

Rust  says  his  prices  are  low  because 
he  runs  a  tight  ship  and  his  combina- 
tion laying  and  packing  operation  is 


Dean  Winer's  Anthony  Malatino 

"I  can  be  bought,  but  I  won't  be  sold. 


John  NordellJB  Pictui 


Dave  Rust  of  Rose  Acre  Farms 

"Sell  it  or  smell  it." 


considered  among  the  industry's  most 
efficient.  He  even  tells  USDA  inspec- 
tors to  keep  away  from  his  eggs  unless 
the  buyer  insists  on  government  ap- 
proval. He  says  he  beats  the  govern- 
ment tests,  which  he  believes  are  in- 
appropriate anyway. 

"My  mom  wanted  me  to  be  a 
preacher,  but  selling  eggs  is  the  only 
thing  I  know  how  to  do,"  says  Rust, 
who  began  selling  eggs  from  the  back 
of  a  truck  in  1943.  "I'm  a  little  like 
Larry  Holmes,  a  little  like  Bobby 
Knight, "  he  says  in  a  Hoosier  drawl.  "I 
like  a  fight,  I  like  to  have  fun." 

Indeed.  Rust,  62,  is  divorcing  his 
wife  of  33  years.  In  the  meantime  he 
has  fathered  four  children,  the  youn- 
gest only  8  months  old,  with  the 
woman  he  lives  with.  "Why  sit 
back'"  he  says.  "Why  not  have  a  last 
hurrah?" — David  Snyder 


The  $4  million  man 

There,  atop  the  New  York  Times  list 
of  brokers  pirated  away  from  E.F. 
Hutton,  was  the  name  of  Anthony 
Malatino,  who  ran  up  $4-million-plus 
in  gross  commissions  from  his  perch 
in  Albany,  N.Y. 

There's  no  mystery  about  how 
Dean  Witter  stole  him  after  Hutton 
was  bought  by  Shearson — a  signing 
bonus,  probably  $2  million.  The  ques- 
tion is  how  did  Malatino  do  $4  mil- 
lion in  business  in  Albany,  the  state 
capital  but  a  bit  on  the  provincial  side. 

"1  got  lucky  early,"  says  Malatino, 
44,  who  paints  for  pleasure.  He  grew 
up  in  the  rough-and-tumble  south  end 
of  Albany,  evoked  in  William  Kenne- 
dy's   prize-winning   novel    fronweed 


One  of  his  childhood  friends  grew  u 
to  be  a  union  trustee  for  a  buildir 
trades  pension  fund.  Soon  Malatin 
was  advising  that  fund,  and  then  otl 
ers,  too,  especially  after  an  early  ca 
to  flee  real  estate  investment  trus 
shortly  before  the  mid-1970s  carnag 
Now  pension  funds  account  for  a  b 
more  than  half  Malatino's  business. 

Malatino  came  to  his  calling  earl' 
thanks  to  a  class  exercise  in  stoc 
picking.  "By  the  ninth  grade,  I  knew 
wanted  to  be  a  broker."  After  collejj 
and  a  Navy  stint,  he  knocked  on  Wa 
Street  doors,  found  no  takers,  worke 
at  GE,  and  ended  up  with  a  sma 
brokerage  outfit  in  Albany,  just 
time  for  1973's  bear  market.  He  sa) 
it  kept  him  from  getting  bad  habit 
like  waiting  for  the  phone  to  ring. 

He  and  two  other  brokers  set 
Hutton's  Albany  office  in  1979.  H 
$4  million  in  gross  commissioi 
made  him  Hutton's  top  producer, 
he  was  elected  to  the  brokerage 
board.  But  Hutton's  demise  as  an 
dependent  and  the  bonus  made  a  s< 
nior  vice  president  for  Dean  Witter, 
can  be  bought,"  Malatino  says,  "but 
won't  be  sold." — Eric  Schmuckler 


Sheltered  life 

Some  men  see  things  and  ask  wh 
and  others  dream  things  that  ne 
er  were  and  ask  why  not,  George  Be 
nard   Shaw   told  us.    Count   Jero: 
Golden  among  the  dreamers. 

"When  I  broke  into  the  insuran 
business  in  the  Sixties,  the  industi 
had  been  selling  one  product,  life  ii 
surance,  for  over  a  century,"  recal 
Golden,  then  a  fledgling  actuary  i 
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THE  CELLULAR  COMMUNICATIONS  CONNECTION. 


These  days,  when  people  communicate, 

Hi.  What?  Did  you  call  Ann? 

it  takes  an  array  of  high-tech  equipment 
Hold  on...  ITS  FOR  THE  WEST  WALL! 

to  make  it  possible.  But  more  important, 
Chicken  pox? 

it  takes  dedicated  professionals  to  make 
HEX  LARRY' 

the  technology  work.  So  when  you  connect 
I'm  leaving. 

with  Centel,  we  connect  you  with  people 
COME  HERE  A  MINUTE1 

before  we  connect  you  with  technology. 
Because  I  want  to. 

Because  that's  what  communicating 
PERFECT' 

is  all  about. 
Okay.  See  you  soon.  YES!  Good-bye. 


CENTEL 


WHERE  PEOPLE  CONNECT 


BUSINESS  SYSTEMS  •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

For  more  information  about  Centel  Cellular  Communications,  write  Department  C.  8725  Higgins  Road.  Chicago.  IL  60631.  ©1987  Centel  Corporation 


Faces 

Behind  the  Figures 


Equitable  Life.  "The  sales  force  was  so 
focused  that  that  was  about  all  it 
could  sell." 

Years  later,  building  on  a  policy 
conceived  at  Equitable,  Golden  had  a 
dream:  variable  life  insurance.  This 
involved  policies  wrapped  around  in- 
vestment options  chosen  by  the  poli- 
cyholder and  sold  by  stockbrokers. 
The  beauty  of  it  was  that  it  worked 
like  a  tax-sheltered  mutual  fund:  No 
tax  was  paid  on  dividends  and  capital 
gains,  the  purchaser  could  borrow  on 
them  and,  when  the  Grim  Reaper 
made  his  pickup,  no  income  taxes 
were  paid  when  the  funds  were  passed 
on  to  heirs. 

Golden's  vision  was  too  daring  for 
Equitable's  taste.  In  1979  he  took  the 
idea  to  Monarch  Capital,  another  in- 
surance company,  which  bankrolled  a 
subsidiary  for  him.  Over  the  next  sev- 
en years  Golden  almost  singlehanded- 
ly  built  the  $3.5  billion  (in  new  premi- 
ums annually)  variable  insurance 
business  by  linking  Monarch  policies 
to  mutual  funds  managed  by  Merrill 
Lynch,  Oppenheimer  and  Fidelity  In- 
vestments. "Everyone  told  me  stock- 
brokers could  not  sell  insurance,"  he 
says  proudly.  "I  proved  them  wrong." 

Variable  insurance  is  one  of  the  few 
tax  shelters  left  today,  post  tax  re- 
form, and  Golden,  43,  is  still  dream- 


ing. He  quit  Monarch  last  year  and 
created  the  Golden  Financial  Group 
to  design  policies  for  all  sorts  of  mon- 
ey managers — pension  funds,  mutual 
funds,  private  and  institutional  mon- 
ey managers,  banks  and  thrifts  and 
regional  brokers.  As  this  is  written, 
Golden  is  closing  deals  to  buy  his  own 
insurance  company  and  to  raise  $14 
million  in  capital.  He  is  also  pushing  a 
policy  designed  as  a  shelter  for  em- 
ployee benefits  that  lost  their  tax-ex- 
empt status  under  the  1986  tax  law. 

"Insurance  is  no  longer  a  passive 
product  to  stick  into  your  drawer  and 
forget.  With  self-directed  invest- 
ments, we've  made  it  a  topic  of  cock- 
tail conversation." — Edward  Giltenan 


The  love  machine 

Some  men  can't  keep  away  from 
liquor.  Victor  Gauntlett  can't 
keep  away  from  cars.  "It's  a  disease," 
he  says.  "There  ought  to  be  an  Auto- 
mobiles Anonymous  you  can  call. 
'Help  me.  I'm  going  to  buy  another 
one.'  "  Gauntlett  has  more  than  a  doz- 
en, including  a  1929  supercharged 
Bentley  and  a  carriage  house  full  of 
classic  British  automobiles 

In  fact,  Gauntlett's  addiction  to 
cars  even  drove  him  to  take  over  the 
Aston  Martin  Lagonda  company  of 
Great  Britain. 

Until  recently,  Aston  was  more  a 
labor  of  love.  "This  is  not  a  business 
where  logic  is  the  force,"  says  Gaunt- 
lett. "I've  got  more  in  common  with 
haute  couture  or  top-class  jewelry 
than  automobile  making.  The  only 


Aston  Chairman  Victor  Gauntlett 

His  greatest  joy:  getting  the  check 


Jerome  Golden,  champion  of  variable  life  insurance 

"We've  made  insurance  a  topic  of  cocktail  conversation. 
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thing  I  don't  have  is  their  margin; 
drat."  But  late  last  year  Ford  Mote 
Co.  bought  75%  of  Aston  for  some 
thing  under  £20  million.  Gauntlet) 
who  Ford  insisted  remain  as  chairma 
and  chief  executive,  retained  12.5%  c 
the  stock.  His  Greek  partners,  the  L: 
vanos  shipping  family,  holds  the  otfc 
er  12.5%. 

Gauntlett  had  been  in  the  oil  busi 
ness,  but  eight  years  ago  he  gave  wa 
to  love,  invested  in  then-troubled  Aj 
ton  Martin  and  four  years  later  ende 
up  running  it.  He  might  well  hav 
been  richer  had  he  remained  in  the  oi 
trade.  "But  I  might  not  have  been  a 
happy,"  he  says. 

Ford's  money  and  backing  give  As 
ton  staying  power,  but  what  d< 
Gauntlett  and  Aston  give  Ford?  "Th 
halo  effect,"  he  says,  which  mean 
that  some  of  Aston's  prestige  rub 
down  on  Ford.  "Of  course,  it's  a  prett 
small  halo  at  five  cars  a  week." 

Aston  produces  about  250  cars  . 
year  now,  with  prices  running  fron 
£70,000  to  £  1 50,000  a  copy— that 's  up 
past  $250,000 — with  about  a  third  o 
the  production  sold  in  the  U.S.,  main 
ly  in  Greenwich,  Palm  Beach  ani 
Newport  Beach.  Gauntlett  hopes  t< 
be  producing  1,000  to  1,500  cars  ii 
five  years,  mostly  a  new  model  tha 
would  cost  £45,000. 

Won't  the  stock  market  crash  hurt 
Aston  buyers  are  richer  than  men 
shareholders,  he  says.  "But  no  doub 
you  could  get  to  a  point  when  peoph 
get  the  wealth  and  are  embarrassed  t( 
spend  it." 

Yet  loving  cars  doesn't  bar  a  fond 
ness  for  the  bottom  line.  "I  can  recal 
when  they  actually  achieved  losses 
that  were  greater  than  the  turnover,' 
he  laughs.  "It  is  a  slight  overstate 
ment,  but  when  I  first  went  to  Astor 
my  greatest  joy  was  seeing  a  new  cai 
popping  out  of  the  plant,"  he  onct 
said.  "Now  my  greatest  joy  is  to  set 
the  check  coming  in  for  it." — J.F. 


CHASE  TAKES  THE  MYSTERY 
OUT  OF  PRIVATE  BANKING. 


At  Chase,  we  want  you  to  know 
exactly  what  we  do  for  the  clients  of 
our  Private  Banking  Group. 

For  some  we  manage  money.  Our 
Portfolio  Managers  have  investment 
expertise  in  the  equity  tax-exempt 
and  taxable  fixed-income  markets. 

For  others  we  administer  estates 
and  trusts,  provide  custody  of  securi- 
ties, and  trade  in  global  markets. 

For  corporate  executives  and  busi- 
ness owners  we  provide  comprehen- 
sive financial  planning  as  well  as 
business  valuations  for  ESOPs,  buy- 
sell  agreements  or  mergers  and 
acquisitions. 


Finally  we  provide  flexible  and 
creative  financing,  including  secured 
lines  of  credit,  jumbo  mortgages,  and 
unsecured  loans  for  business  or 
investment  purposes. 

It's  this  simple.  If  you  have  $250,000 
in  income  or  $500,000  in  invest- 
able  assets,  you  can  benefit  from  the 
service,  expertise  and  professionalism 
of  a  Chase  Private  Banking 
relationship. 

Call  Gail  A.  Schneider,  Vice 
President,  at  (212)  730-3382.  For  the 
financially  successful  individual, 
there  are  no  mysteries  at  Chase- 
only  solutions. 


You've  Made  It.  Now  Make  The  Most  Of  It. 


i 


I 


In  California  call  James  Elder  at  (415)  433-8430.  In  Florida  call  J.  Bradford  Greer  at  (305)  659-6704. 
©1988  The  Chase  Manhattan  Bank,  N. A. /Member  FD1C.  Not  affiliated  with  Chase  Federal  Savings  and  Loan  Association. 


William  E.  Simon 

Former  Secretary  of  the  Treasury, 
Insight  reader 


The  average  Insight  reader  is  far  a 
average. 

They're  business  leaders,  policym 
even  cabinet  members. 

According  to  a  Simmons  surve 
Insight  reaches  the  highest  concent 
tion  of  affluent  readers  of  any  natioi 
newsweekly. 

And  it  doesn't  just  sit  on  the  coffi 
table.  It  gets  read.  Circulation  is  ovt 
million,  and  readership  is  nearly  k 
times  that  high. 

William  Simon  says  this  about  Inj 

"It's  provocative.  It  provides  a  poB 
view  that  most  of  the  standard  publ , 
tions  don't.  In  my  judgment,  for  anyj 
involved  in  international  business  a1 
finance,  and  most  especially  those 
volved  in  public  policy,  it's  absolut 
mandatory  reading." 

If  you  want  to  get  above  average 
results  from  your  advertising,  ask  yc 
agency  about  Insight.  Or,  if  you're  v  ■ 
an  agency,  call  us. 

In  New  York,  our  representative  isj 
Mandable  at  212/599-1730.  In  Chic 
call  Dick  Weithas  at  312/346-8810. 
Detroit,  call  Jon  Stitle  at  313/651-2 
In  Los  Angeles,  call  Bill  Bauer  at 
213/820-1550.  And  in  Washington,  (| 
call  Tim  Hutchens  at  202/636-8870 


Insi 


Talk  to  the 
powers  that  bl 


^bur  average  Joe. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Wilshire  5000  equity  index1 

The  total  price  of  all  stocks  for 
which  daily  quotations  are 
available,  weighted  by  market  value. 


Dow  Jones 
industrial  average 

The  total  price  of  30 
blue-chip  industrial  stocks," 
adjusted  to  reflect  splits. 


-r-rrr 
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'he  Dow  industrials  may  be  the  yardstick  by  which  the 
larket  is  measured,  but  when  one  of  the  30  stocks  in  this 
verage  makes  a  major  move,  it  can  distort  the  end  result, 
uch  is  the  case  in  the  latest  two-week  period,  in  which 
he  Dow  closed  with  only  a  0.1%  gain  while  the  NYSE 
/as  up  2.1%  and  the  overall  market — as  measured  by  the 
Vilshire  index  of  more  than  5,700  securities — showed  a 
.9%  increase.  What  brought  down  the  Dow?  Eastman 
lodak,  which  fell  16%  in  the  last  ten  trading  days.  Inves- 


tors sold  off  shares  out  of  concern  that  the  company  paid 
too  dear  a  price  for  Sterling  Drug. 

In  the  postcrash  market,  the  Wilshire  index  hit  its 
highest  P/E,  16.9,  early  in  November.  With  the  latest  rise 
in  stock  prices,  the  P/E  multiple  on  the  Wilshire  index  is 
back  up  to  16.5  times  latest  12-month  earnings.  It  seems 
that  a  P/E  of  1 7  for  the  Wilshire  has  become  as  difficult  a 
goal  as  the  2,000  level  is  for  the  Dow  industrials.  But 
crossing  these  points  would  be  a  bullish  sign. 


C  loseup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

4.2 

4.7 

1.0 

4.3 

3.4 

4.3 

in  last  52  weeks 

-8.2 

-7.1 

-9.3 

-7.7 

-10.4 

-12.1 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

4.9 

15.4 

19.8 

8.9 

4.4 

10.3 

8.6 

11.9 

17.8 

6.8 

4.6 

18.1 

in  last  52  weeks 

-5.2 

12.3 

17.1 

6.4 

-9.9 

-6.9 

-5.9 

22.3 

18.7 

-1.9 

-4.2 

11.1 

Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales. 
A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4A  quantitative  evaluation  of  a  stock's 
rowth  image,  determined  by  Wilshire  Associates. 


■Jote:  All  data  for  periods  ending  1/29/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


Utility  stocks  lit  up  the  wires  with  a  5.5%  two-week  gain, 
vs.  1.9%  for  the  Wilshire  index.  Leading  this  diverse  group 
with  a  15%  increase  was  United  Telecommunications.  Its 
joint  venture  with  GTE  in  US  Sprint  made  Sprint  the 
third-largest  long-distance  carrier  in  the  U.S.;  after  AT&T 
and  MCI.  Regulated  carriers  recently  won  an  appeal  re- 
garding customer  refunds  for  disputed  charges,  and  this 


helped  buoy  UT.  The  second-best-performing  utili 
stock  was  Metro  Mobile  CTS,  which  rose  on  speculatic 
over  takeovers  of  cellular  phone  systems. 

During  the  last  two  weeks  some  electric  utilities  ah  J 
posted  strong  gains.  Montana  Power  was  up  13.7%.  Dl 
minion  Resources  and  El  Paso  Electric  also  scored  doubl  I 
digit  increases. 


/\/  Percent  change  in  last  52  weeks  "OO-  Percent  change  in  last  2  weeks 


Capital  goods 

+  50 

"X^O^ 

0 

""    1  1  1  1  1  1  1  1  1  1      1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

'87 

1 

•88 

Consumer  durables 

+  50 

^  +  2.0| 

0 

"25    1   1   1   1   1   1   1   1   1  1   1  1   1  1   1  I 

MINIM 

1  1 

'87 

'88 

Consumer  nondurables  and  service 
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Energy 

+  50 

-dtj  +  3.5^. 

o                                        V          / 

25  I  l  l  l  II  II  l  l  l  l  l  l  l  M  M  il  l  1 1 II 1 

'87 

1   '88 

Finance 

+  50                                                                    ./*^ 

■^+4.9^. 

.-       ^'            \^^, 

~"    1   1   1   1 1   1   1   1   II   1   1   1   1   1   1   1   1   1   1   1 

'87 

'88 

Raw  materials 

+  50 

■^y 

0 

v" 

""    1   1   1  1 1  1   1  1  1  1   1  1   1   1  1  1   1  1  1  1 

'87 
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Transportation 

+  50                                                               ^^0^ 
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Utilities 


+  50 


-25 
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What  the  Analysts  Think 


Is  the  worst  over  for  transportation  companies?  After 
weeks  of  cutting  their  1988  earnings  forecasts  for  trans- 
portation issues,  security  analysts  now  show  a  slight 


increase  in  their  overall  projection  for  this  group.  Amoi 
the  stocks  with  higher  forecasts:  CNW,  KLM  Royal  Dun 
Airlines,  Kansas  City  Southern,  Arkansas  Best  and  NW. 


Forecasting  tlie  Forbes  Sales  500 

Performance 
period 

Average 
earnings  per 

share          P/E 

latest  12  months 

1988  estimates 

1989  estimates 

$2.40          15.7 
3.54          10.6 

NA           NA 

NA  Not  ratable 

Rank  based  on 
change  in  estimate               Sector 

Estimated  1988 
EPS             P/E 

%  change  in  1988  estima 
in  2  weeks       in  4  week 

1                           Consumer  durables 

$3.84 

12.1 

2.30% 

2.57% 

2                         Capital  goods 

2.53 

14.0 

0.96 

1.31 

3                         Raw  materials 

2.85 

11.0 

0.36 

0.52 

4                           Transportation 

2.53 

11.7 

0.02 

-0.33 

5                         Utilities 

3.04 

10.1 

-0.35 

-0.44 

6                         (  nnsumer  nondurables 

2.56 

12.5 

-0.36 

-0.63 

Technology 

2.93 

11.0 

-0.39 

-0.57 

8                          Encrgt 

2.9o 

12.7 

-0.81 

-1.27 

9                         Finance 

3.61 

7.5 

-1.53 

-2.27 

Limin^piiii(Lii<iiis.m  capitalization  wri  icruus  estimates  fiom  ovei  2,000  security  analysts  I  lata  an  compiled  and  updated  continually  by  the  Institutional  Brokt 

Estimatt  System  (IBESI  asavict  of  Lynch,  lotus  a  Ryan  a  New  York-based  brokerage  firm 

Note    All  data  for  p»  S   Prepared  hv  Wilshne  Associates  Santa  Monica,  Call!     IBIS  .1  service  of  Lyneh,  lone-  cv  Ryan,  New  York 
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ou  know  how  it  was  as  a 

cid.  You  stared  at  the  sand 
enough  and  out  of  the 
;<  ler  of  your  eye  you  spotted 
K  lething  no  one  else  saw. 
\  i  it  was  the  catch  of  the  day. 

vfe  look  at  the  oil  business 
i  that.  We  can  drill  where 
j-ryone  else  does.  Or  we  can 
x  innovation  to  drill  where 
l.one  has  drilled  before.  We 
1  build  new  refineries.  Or 
4  can  apply  new  technology 
:<the  ones  we  have  so  they 
>rk  more  efficiently, 
that's  why  we  were  one  of 
]  pioneers  of  the  North  Sea 
Jlling  venture  known  as 
fofisk.  A  city  at  sea,  it  was 

first  major  oil  field  ever 
jcovered  in  Western  Europe . 
flfe  led  the  way  in  low-cost, 
;h  efficiency  refining  tech- 
logy  for  the  production  of 
•ality  premium  unleaded  fu- 

.  And  when  others  saw  no 
■  tential  in  bottom-of-the- 
Irrel  crude,  we  developed 
p  process  that  refines  it  into 
£h  quality  gasoline. 
And  below  our  offshore 
gs,  a  thriving  undersea 
)rld  complete  with  mussels, 
irfish,  and  scallops  tells  our 
ivironmental  story.  They  re- 
ird  the  structure  as  a  natural 
ef,  and  we  don't  see  any  rea- 
>n  to  tell  them  otherwise. 
Like  a  child  searching  for 
sasure,  when  you're  looking 
r  the  undiscovered  it  doesn't 
atter  as  much  where  you  look 
how  wide  you  open  your  eyes . 
For  more  information  write 

Patricia  Marshall,  Phillips 
Jtroleum,  16D-4  Phillips 
dg.,  Bartlesville,  OK  74004. 


'hillips  Petroleum  Company 

Performing  to  meet 
the  challenge  of  change. 


IF  YOU  LOOK  HARD  ENOUGH, 

YOU'LL  BE  SURPRISED  WHAT  YOU  MIGHT  FIND. 


The  Funds 


Venture  capital  funds  hold  out  the  hope  of 
big  profits  for  the  little  guy.  But  the  little  guy 
has  to  pay  big  fees  to  get  in. 


"Invest  like  the 
Rockefellers" 


By  Rath  Simon 


Want  to  get  in  on  the  ground 
floor  of  the  next  Digital 
Equipment  Corp.  or  Apple 
Computer?  That's  the  pitch  behind 
funds  such  as  Merrill  Lynch's  ML 
Venture  Partners  II  and  Technology 
Funding  Partners  III,  which  have 
raised  millions  from  individuals  will- 
ing to  bet  sums  of  $2,000  or  $5,000  on 
emerging  companies. 

"Venture  capital  funds  historically 
have  been  one  of  the  best-performing 
investments,  but  they  haven't  been 
available  if  you  couldn't  write  a  check 
for  $1  million,"  says  Stephen  Warner, 
president  of  Merrill  Lynch  Venture 
Capital.  "Now  you  can  invest  in  the 
same  kind  of  vehicles  as  the  Rockefel- 


lers and  Metropolitan  Life." 

That  kind  of  sales  pitch,  combined 
with  allusions  to  studies  finding  25% 
annual  returns  to  certain  venture  in- 
vestors, attracts  buyers.  Technology 
Funding  raised  $25  million  for  its  sec- 
ond venture  capital  partnership, 
which  closed  in  December  1986.  Mer- 
rill Lynch  pulled  in  $120  million  for 
its  second  venture  partnership  in  un- 
der four  hours  one  day  last  March.  But 
investors  should  remember  one  thing: 
A  Rockefeller  doesn't  pay  the  stiff 
sales  commissions  they  are  being 
asked  to  pay. 

This  isn't  the  first  time  venture 
capital  deals  have  been  offered  to  the 
public.  In  the  early  1970s  some  50 
publicly  traded  closed-end  funds, 
such  as  Narragansett  Capital,  Diebold 


The  high  cost  of  venture 

investing 

Venture  capital  investments  have  the  lure  of  enormous  payofl 
they  work  out.  But  public  venture  funds  charge  stiff  upfront  fees, 
fund  manager  generally  gets  to  keep  20%  of  the  portfolio's  gains 

s  when 
and  the 

Partnership 

Amount 
raised 
(Smil) 

Date 
closed 

First-year 
fees  1%) 

Boettcher  Venture  Capital  Partners 

107 

S)  S4 

13.0 

Butcher  Venture  Partners  I 

5.0 

— * 

12.5 

Merrill  Lynch  ML  Venture  Partners  1 

600 

10/82 

11.6 

Merrill  Lynch  ML  Venture  Partners  11 

120.0 

3/87 

11.7 

Technology  Funding  Partners  III 

15  .8 

» 

21.0 

Twenty-First  Century  Partners  I 

8.8 

11/87 

18.0 

•<  ipen 

Venture  Capital  and  Boston  Capita 
gave  small  investors  a  chance  to  ii 
vest  in  nascent  companies. 

The  results  were  largely  disappoin 
ing.  Shares  of  Diebold  Venture  Cap 
tal,  for  example,  fell  to  just  42%  of  m 
asset  value  in  1975,  one  reason  share 
holders  ousted  management  in 
proxy  fight.  Other  firms  attempted  t 
boost  share  prices  through  short-ten 
investments,  instead  of  the  longe; 
term  venture  deals.  "Most  of  thei 
really  didn't  know  what  they  wei 
doing,"  says  Stanley  Pratt,  genen 
partner  of  Abbott  Capital  Manage 
ment  in  Wellesley  Hills,  Mass.,  whic 
advises  institutions  on  venture  capi 
tal  investing. 

This  kind  of  investing  is  not  for  th 
impatient.  A  typical  venture  fun 
takes  four  years  to  become  fully  ii 
vested  and  seven  to  ten  years  to  rea 
its  rewards.  What's  more,  the  earl 
news  is  almost  always  bad.  "The  lem 
ons  ripen  early,  and  the  pearls  take 
long  time  to  cultivate,"  explain 
Pratt.  Even  a  successful  venture  cap 
talist  may  profit  from  as  few  as  30°/ 
of  his  deals. 

The  competition  is  getting  keenei 
too,  with  lots  of  money  chasing  th 
very  best  deals.  "It's  too  late  if  al 
you're  going  to  do  is  traditional  high 
technology  startup  deals,"  Merrill' 
Warner  admits. 

What's  more,  even  in  a  successfu 
partnership,  a  small  investor  won' 
profit  the  way  a  Rockefeller  would 
That's  because  the  public  partner 
ships  carry  steep  front-end  loads 
Technology  Funding  Partners  III,  fo 
example,  charges  a  10%  front-enc 
load,  plus  5%  for  organizational  ex 
penses  and  a  6%  first-year  manage 
ment  fee.  On  a  $5,000  investmen 
that  adds  up  to  $1,050  in  fees  the  firs 
year  (see  table).  "If  we  do  the  industn 
average,  the  investor's  return  is  goinj 
to  be  about  five  points  below  it  be 
cause  of  the  load,"  admits  Frank  Pope 
Technology  Funding's  executive  via 
president.  And,  as  with  private  part 
nerships,  the  general  partner  in  mosi 
public  funds  keeps  20%  of  the  nei 
profits  on  the  portfolio. 

Of  about  a  dozen  recent  public  part 
nerships,  only  one,  Merrill  Lynch's 
five-year-old  Venture  Partners  I,  has 
made  substantial  cash  distributions' 
paying  out  $2,842  to  date  on  each 
$5,000  initial  investment.  The  fund's 
biggest  winner  has  been  an  equity  in- 
vestment in  the  leveraged  buyout  ol 
Signode,  a  maker  of  strapping  materi- 
als. The  fund  made  a  $16.4  million 
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Turn  jdut  IRA  nest  egg 
into  choice  cuts. 


Managed  Bonds 

;Iigh  income, 
ifotection  of  capital. 


Cash  Reserves 

Money  market  yields,  preservation  of  capital. 


ligh- Yield  Bonds 

higher  income,  greater  risk. 


International 
Growth  Fund 

Growth.  Invests  in  carefully 
selected  foreign  equities. 


Stock  Fund 

Growth.  Focuses  on  stocks 
with  strong  growth  potential. 


Prime  Equities 

Growth.  Invests  in  large,  well  established  corporations. 


What,  carve  up  your  nest  egg?  Well,  it  could  be 
e  best  way  to  get  the  most  out  of  your  existing 
:A  investments. 

Switching  your  IRA  to  one  or  more  SteinRoe 
utual  Funds  is  simple.  And  smart. 

We  can  help  you  tailor  an  IRA  plan  for  your 
>ecific  needs.  With  a  large  family  of  funds  to 
loose  from,  SteinRoe  can  help  develop  your  nest 
[g  for  growth.  For  current  income.  Or  for  a 
>mbination  of  both. 

Our  knowledgeable  SteinRoe  representatives 
ill  explain  the  simple  IRA  forms.  And  of  course, 
e'll  handle  all  of  the  details  for  you.  Since  all 
our  funds  are  100%  no-load,  there's  never  a 
les  charge.  So  all  your  money  goes  to  work  for 
>ur  retirement. 

Its  the  kind  of  service  you  can  expect  from 
einRoe.  We've  been  managing  mutual  funds 
nee  1949.  With  $3  billion  in  mutual  funds  under 
anagement,  we  know  the  value  of  your  IRA  nest 
;g.  And  we  want  to  help  you  make  the  most  of  it. 


So  for  more  information  on  some  very  smart, 
very  easy  IRA  choices,  give  us  a  call  24  hours  a  day 
at  1-800-338-2550  or  send  in  this  coupon. 


r 

I 


Please  send  me  more  complete  information  on  the  following 

funds  for  my  IKA,  including  management  fees  and 

expenses.  I  will  read  the  prospectus(es)  carefully  before 

I  invest  or  send  monev. 


1 


.;  IRA  Transfer  Kit 
(  ash  Reserves 

□  Managed  Bonds 

□  High-Yield  Bonds 

Name 

Street 

City 


D  IRA  Rollover  Kit 
G  Prime  Equities 

□  Stock  Fund 

□  International  Growth  Fund 


I 

State. 


Zip. 


Daytime  Phone  (_ 
I 
I 


-)- 


SteinRoe  Mutual  Funds  •  RO.  Box  1143 
Chicago,  IL  60690  •  1-800-338-2550 

50588039IRA 


illsteinRoe 


M   U 

ibern  Securities  Corporation.  Distributor  C  Stein  Roe  Ac  Parnham  Incorporated  I9KK 


iclds  and  prices  will  nuctuate  with  changing  interest  rate  levels,  portfolio 
talus  and  market  conditions 


T   U  A    L      FUNDS 

1-800-338-2550 


profit  when  Signode  was  acquired  in 
1986  by  ITW  (Illinois  Tool  Works). 
The  partnership  booked  a  $3.2  mil- 
lion gain  on  a  position  in  Network 
Equipment  Technologies,  a  manufac- 
turer of  telecommunications  hard- 
ware and  software,  after  that  firm 
went  public  last  year.  It  also  sold  a 
position  in  Valid  Logic  Systems,  a 
maker  of  computer-aided  engineering 
systems,  for  a  $3.1  million  gain. 

But  the  fund  had  its  losers,  too,  in- 
cluding Cygnet  Technologies,  a  mak- 
er of  voice  and  data  communications 
systems  for  personal  computers,  and 
California  Devices,  a  custom-chip 
company. 

The  Merrill  Lynch  fund's  payouts, 
combined  with  the  fund's  book  value 
of  $3,568,  suggest  investors  have  aver- 
aged a  paltry  5%  annual  return — un- 
less, of  course,  the  partnership  is 
worth  more  than  book  value.  Is  it?  It's 
not  easy  to  know,  since  Merrill  Lynch 
has  gone  to  some  lengths  to  make  the 
partnership  shares  illiquid.  This  elim- 
inates the  problem  of  a  falling  stock 
price,  but  it  makes  exit  difficult. 

Merrill  allows  its  investors  to  sell 
partnership  shares  only  at  book  value, 
only  at  the  end  of  a  quarter  and  only 
through  Merrill.  If  there  aren't 
enough  buyers  at  the  fixed  price,  the 
prospective  sellers  go  onto  a  waiting 
list.  Warner  says  that  in  the  past  most 
have  been  able  to  sell  by  the  end  of  the 
quarter.  Sellers  pay  no  commission. 
Buyers  pay  book  value  plus  6%. 

Warner  says  the  true  value  is  proba- 
bly higher  than  book.  "There's  a  great 
deal  of  bias  in  the  system,"  he  says. 
Losers  may  be  downgraded  on  subjec- 
tive criteria,  but  winners  are  upgraded 
only  when  a  company  goes  public  or  a 
higher  value  is  established  by  a  subse- 
quent  round  of  venture  financing.  Ei- 
ther way,  an  investment's  true  value 
is  determined  only  when  it  is  written 
off  or  the  fund  unloads  its  stock. 

"This  is  an  illiquid  investment," 
insists  Timothy  Cunningham,  gener- 
al partner  of  Butcher  Venture  Partners 
I.  "Investors  should  not  consider  sell- 
ing an  option." 

Technology  Funding's  partner- 
ships, on  the  other  hand,  trade  freely. 
The  three  year-old  Technology  Fund- 
ing Partners  I,  for  instance,  goes  for  a 
20%  to  40%  discount  to  the  partner's 
original  investment.  The  firm  pro- 
vides its  matchmaking  services  with- 
out a  fee,  but  brokers  are  free  to  add 
their  own  charge. 

If  liquidity  is  a  concern  for  you, 
don't  buy  one  of  these  partnerships. 
You  can  get  almost  as  much  action, 
with  a  lot  less  overhead,  in  a  mutual 
hind  that  buys  emerging  growth  or 
technology  stocks.  ■ 
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Statistical  Spotlight 


Takeover  dealsters  look  beyond  net  in 
come  in  sizing  up  a  target.  Adopting  som 
of  their  yardsticks,  we  come  up  with  a  list  c 
potential  targets. 

Takeover  bait? 


By  Steve  Kicben 
and  Steve  Ramos 


T|  HE  MOST  BASIC  MEASURE  of 
whether  a  business  is  cheaply 
priced  is  the  price/earnings  ra- 
tio. Someone  buying  a  few  shares 
would  ordinarily  pull  this  number  out 


of  the  newspaper  tables.  J. P.  Stever. 
for  instance,  has  a  P/E  of  9,  Dow  Jon 
a  P/E  of  16.  A  $29  investment  bu 
$3.29  of  annual  earnings  at  Steven 
but  only  $1.80  at  Dow  Jones. 

Someone   contemplating  the  pu 
chase  of  an  entire  company  faces 
somewhat  different  P/E  ratio.  If  1 


John  S 


icceeds,  he  owns  not  a  certificate 
it  business  assets — textile  mills  or  a 
iwspaper.  The  debt  of  the  acquired 
>mpany  becomes  his  debt.  His  pur- 
lase  price  is  more  than  the  cost  of 
te  equity  shares,  much  as  someone 
,jying  a  house  and  assuming  a  mort- 
ige  is  paying  more  than  the  cash  that 
Ganges  hands.  The  purchase  price  is 
:duced,  however,  by  the  cash  in  the 
;quired  company's  till. 
Seen  this  way,  the  price  tag  on  an 
:quisition  balloons,  but  the  earnings 
:ream  captured  becomes  larger,  too. 
he  figure  that  is  now  relevant  is  op- 
rating  income,  or  profits  before  de- 
reciation,  interest  and  taxes.  For  J. P. 
tevens  the  price  tag  broadly  defined 
ecomes  $586  million,  the  operating 
icome  stream  $147  million.  That  is, 
company  taking  over  Stevens  at  cur- 
ent    market    prices    would    control 
bout  25  cents  of  operating  income  for 
very  dollar  spent.  It  beats  the  6  cents 
o  8  cents  that  could  be  earned  pretax 


from  a  temporary  cash  investment. 

To  be  sure,  Stevens  is  not  quite  a 
steal.  For  one  thing,  an  acquirer  would 
have  to  offer  a  premium  to  get  the 
stock.  And  although  it  is  appropriate 
to  look  at  earnings  before  deprecia- 
tion, which  is  only  an  accounting  en- 
try, a  real  owner  would  have  to  allow 
for  some  necessary  capital  invest- 
ments to  be  paid  for  with  hard  cash. 

Norman  Weinger  of  Oppenheimer 
&  Co.,  for  example,  looks  at  what  he 
calls  "undedicated  pretax  cash  flow." 
He  adds  back  depreciation  to  pretax 
net  income  and  subtracts  an  estimate 
of  capital  expenditures. 

The  total  price-to-operating-income 
figure  is  nonetheless  valuable  as  a 
screening  device.  We  searched  the  Val- 
ue Line  database  for  companies  with 
ratios  of  less  than  5.  This  group  includ- 
ed both  Telex  and  American  Standard, 
where  takeovers  are  pending. 

Among  other  criteria,  we  required  a 
debt-to-cash-flow  of  2-to-l    or  less, 


which  means  a  company  could  liqui- 
date all  its  debt  with  two  years  of 
aftertax  cash  flow.  We  eliminated 
firms  with  current  P/Es  (convention- 
ally defined)  greater  than  12,  as  well 
as  corporations  with  debt/equity  ra- 
tios over  37%  or  price/book  ratios 
greater  than  2.75.  We  eliminated 
firms  with  significant  insider  owner- 
ship or  other  obvious  impediments  to 
takeover,  and  excluded  industries 
where  mandatory  capital  investments 
are  large,  such  as  the  utility  and  rail- 
road industries. 

The  balance  sheet  is,  of  course,  only 
a  first  step  in  securities  analysis. 
"Consumer  franchises  or  hidden  as- 
sets are  not  going  to  come  up  on 
screens,"  says  Mark  Boyar,  a  New 
York  City  money  manager  who  has  a 
good  record  of  spotting  takeover  can- 
didates. But  even  he  uses  mechanical 
screens  to  turn  up  leads  to  further 
research.  We  suggest  you  do  likewise: 
Treat  these  names  as  leads.  ■ 


A  computer's 

catch 

American  Standard  and  Telex,  both  now  takeover  tar-      interest-bearing  debt,  less  cash.  Operating  income  is 
gets,  are  among  those  that  turned  up  on  a  screen  for      1986  income  before  depreciation,  interest  and  taxes.  To 
companies  valued  at  a  low  multiple  of  operating  in-      make  the  list  a  company  also  had  to  have  other  low 
come.  Market  value  here  includes  common  stock  and      ratios:  low  P/E,  low  price/book  and  low  debt/cash  flow. 

Market 
value 
($mil) 

Operating 

income* 

($mil) 

Recent     - 
price 

-Latest  12  months — 
EPS              P/E 

1988 

estima 
P/E 

Debt/ 
equity 

Company/business 

EPS 

Price/ 
cash  flow 

American  Standard/building  materials 

$1,471 

$321 

38  Va 

$3.63 

10.5 

$4.07 

9.4 

5.9 

.37% 

Telex/computer  equip 

785 

214 

46 

5.10 

9.0 

5.56 

8.3 

6.2 

28 

American  Business  Prods/business  forms 

106 

26 

18% 

1.58 

11.8 

2.02 

9.2 

5.7 

16 

Andrew  Corp/telecomm  equip 

130 

28 

13  M 

1.15 

11.5 

1.55 

8.5 

5.8 

15 

George  Banta/printing 

183 

45 

15 

1.45 

10.3 

1.72 

8.7 

4.2 

32 

Barnes  Group/precision  instruments 

235 

58 

31% 

2.79 

11.3 

3.50 

9.0 

5.1 

26 

Centex/building  &  bldg  materials 

421 

90 

17 

1.69 

10.1 

2.28 

7.5 

5.2 

35 

Flexsteel  lnds/furniture 

72 

16 

10  % 

0.99 

10.4 

1.19 

8.6 

3.9 

11 

Helene  Curtis/personal  care  prods 

128 

32 

25  y* 

2.13 

11.9 

3.72 

6.8 

4.1 

37 

La-Z-Boy  Chair/furniture 

265 

54 

14 

1.37 

10.2 

1.73 

8.1 

5.7 

14 

Lowe's  Cos/home  improvement  centers 

826 

152 

18 

1.58 

11.4 

1.85 

9.7 

6.3 

28 

Mohasco/fumiture  &  carpeting 

286 

72 

15% 

1.76 

8.9 

2.15 

7.3 

4.1 

19 

Nashua/office  products 

288 

65 

27 

2.42 

11.2 

3.15 

8.6 

4.2 

15 

Nicolet  Instrument/electronics 

66 

14 

85/8 

0.89 

9.7 

1.42 

6.1 

4.5 

5 

RTE/electrical  equip 

133 

40 

19% 

2.26 

8.7 

2.49 

7.9 

5.1 

11 

Russ  Togs/apparel 

100 

27 

13% 

1.65 

8.3 

1.89 

7.2 

6  6 

2 

Standard  Brands  Paint/paint  &  household  prod     1 70 

34 

12'/2 

1.38 

9.1 

1.72 

7.3 

5.6 

21 

Stanhome/home  &  personal  care  prods 

254 

58 

28% 

2.91 

9.9 

3.67 

7.8 

6.2 

2 

IP  Stevens/textiles 

586 

147 

29 

3.29 

8.8 

3.59 

8.1 

4.7 

25 

Tultex/apparel 

259 

57 

8'/2 

0.88 

9.7 

1.20 

7.1 

5.7 

35 

Western  Digital/computer  equip 

297 

78 

12% 

1.91 

6.6 

1.98 

6.4 

4.3 

12 

Witco/spec  chemicals,  petroleum 

728 

163 

31% 

2.89 

10.9 

3.26 

9.6 

4.9 

21 

'Fiscal  year  1986. 

Sources 

Value  Line  Investmetit  Surve_ 

na  Lotus  One  Source;  the  Institutional  Brokers  Estimate  System  (IBES), 
a  senice  of  Lynch,  Jones  &  Ryan  lia  Lotus  One  Source 
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You  Can't  Find  It 
Anywhere  Else 

Forbes  will  bring  its  much  her- 
alded expertise  on  wealth  cre- 
ation, on  the  way  money 
works — how  to  make  it  and 
how  to  make  more  of  it — to 
bear  in  a  single  special  issue, 
the  June  27,  1988  Forbes  In- 
vestment Guide.  Based  on  71 
years  of  experience  covering 
markets  and  investing,  Forbes 
will  create  a  guide  for  astute 
investors  and  those  who  want 
to  be  astute  investors.  This  is  a 
sophisticated  guide  tor  surviv- 
al and  making  money  in  to- 
day's volatile  and  tricky  mar- 
kets Millions  of  investors  will 
look  forward  to  this  issue  for 
yearlong  guidance. 

This  Special  Issue 
Will  Offer: 

■  Profiles  of  great  money  men. 
What  advice  do  they  have 
for  investors7 

■  A  review  of  mutual  funds— 
the  advantages  and  disad 
vantages 

■  Money  manager  ratings. 
Who's  the  best?  How  do  yon 
pick  one? 

■  Tax  angles  tor  investors. 

■  Strategics  on  dealing  in  op- 


Forbes 

Investment 
Guide 


tions,  index  futures,  short- 
selling,  etc. 

■  Insight  to  commodities. 

■  A  look  at  asset  allocation 
with  sample  portfolios  for 
different  situations. 

■  A  review  of  all  aspects  of 
computerized  investing. 

■  Tips  on  foreign  investing. 

The  Intelligent  Investor 

The  guide  will  feature  essays 
from  professional  money  men 
who  will  be  talking  about  ev- 
erything from  random  walks  to 
art-market  manipulation. 

In  addition,  our  own  promi- 
nent staff  writers  will  share 
their  insight  on  various  invest- 
ment tools,  including  great 
bond  buys,  P/E  investments, 
stock  picks,  newsletters  and 
classic  investment  books. 


Critical  Readership 

Your  advertising  will  be  rea 
ing  735,000  Forbes  subscrib 
who  represent  one  of  the  m 
powerful  investor  markets 
America.  For  example: 

■  Average  household  incon 
$162,000. 

■  Average  value  of  investm* 
portfolio:  $899,000. 

■  88%    own   corporate   stc 
with   an   average    value 
$737,000. 

■  5 1  %  offer  investment  adv 
to  others,  including  corpc 
tions,  estates,  pens 
funds,  trusts  and  insti 
tions. 

Source:  Don  Bowdren  Assoc,  1987 

The  1988  Forbes  Investmt 
Guide  will  be  the  place  to  fi 
timely  investment  inforn 
tion  and,  hence,  the  place 
financial  service  advertiser 
Make  a  smart  investment  tl 
is  sure  to  pay  off.  Advertise 
the  1988  Forbes  Investmt 
L.uide. 


Issue  date:  June  27,  1988 
Closing  date: 
All  pages-May  23 


Capital  Markets 


MONEY  &  INVESTMENTS 


\fter  tax  reform,  whafs  the  best  way  to 
>avefor  a  child's  college  expenses? 


CHILD  CARE 


By  Ben  Weberman 


i  It  sounds  almost  crazy  to  say  so,  but 
U.S.  Savings  Bonds  are  sometimes  a 
good  buy.  The  Series  EE,  a  floating 
rate  security  whose  interest  is  tax- 
able only  at  maturity,  is  an  ideal 
,  savings  vehicle  for  a  young  child. 

Savings  bonds  are  not  the  answer 
for  everyone,  but  they  should  be 
considered  by  all  whose  income- 
splitting  devices  were  torpedoed  by 
the  1986  tax  act.  Under  the  old 
rules,  parents  could  put  assets  into 
Clifford  Trusts  or  directly  into  chil- 
dren's names.  By  thus  splitting  in- 
come streams  into  smaller  piles, 
they  got  more  mileage  out  of  the 
lowest  brackets.  That  scheme  is 
now  valid  only  for  the  first  $1,000  of 
unearned  income  for  children  under 
14.  Of  this,  $500  is  tax  free  and  the 
remaining  $500  is  taxed  at  the 
child's  15%  rate,  effective  this  year. 
Beyond  $1,000,  the  child's  portfolio 
income  is  taxed  at  the  parents'  rate 
— 28%  or  33%  in  most  cases. 

Three  investment  options  for  a 
child's  savings  should  be  reconsid- 
ered in  light  of  the  new  limitations: 
Series  EE  savings  bonds,  zero  cou- 
pon Treasurys  and  zero  coupon  tax- 
free  bonds. 

Steve  Hueglin,  executive  vice 
president  at  bond  dealer  Gabriele, 

Ben  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


Hueglin  &  Cashman  in  New  York 
City,  suggests  a  strategy  combining 
Treasury  zeros  and  tax-free  zeros. 
Buy  just  enough  taxable  Treasury 
zeros  to  take  advantage  of  the 
$1,000  ceiling.  For  a  youngster  aged 
4,  you'd  buy  10-  or  15-year  zeros.  At 
the  recent  rate  for  such  paper,  about 
8.5%,  a  $6,000  purchase  would 
grow  in  10  years  to  $13,800  and 
bump  into  the  $1,000  limitation 
only  in  the  last  year.  The  zero,  if  it 
hasn't  matured,  would  continue  to 
grow  at  8.5%,  but  its  income  would 
then  be  taxed  in  the  14-year-old's 
own  bracket. 

With  college  costs  rising  almost 
as  fast  as  the  yield  on  Treasurys, 
however,  that  $6,000  won't  even 
cover  the  first  semester  of  a  year  at 
Bennington. 

What  else  can  you  buy  for  your 
kid?  Zero  coupon  municipals, 
Hueglin  says.  As  with  Treasurys,  so 
too  with  munis  there  is  no  special 
tax  advantage  to  zero  coupon  bonds 
over  ordinary  coupon  bonds.  Zeros, 
however,  do  make  unnecessary  the 
troublesome  reinvestment  of  small 
semiannual  interest  payments. 

To  keep  income  out  of  your  33% 
bracket,  don't  overlook  those  Series 
EE  savings  bonds.  Rates  are  adjusted 
every  six  months  to  85%  of  the  rate 
on  5-year  Treasury  paper. 

Most  important,  they  permit  de- 
ferral of  taxes.  For  IRS  purposes,  in- 
terest is  not  considered  to  have  been 
paid  until  the  bond  is  redeemed. 
Buy  the  bond  in  the  name  of  the 
child — you  can  buy  up  to  $15,000 
worth  per  year  per  person — and  hold 
it  at  least  until  the  child  has  passed 
the  age  14  barrier.  Of  course,  no 
state  or  local  taxes  are  due  on  feder- 
al debt  issues. 

How  good  is  the  interest  rate  on 


the  EEs?  For  the  six  months  ending 
in  April  it  is  7.2%,  but  it  will  proba- 
bly drop  at  the  next  readjustment. 
These  rates  are  compounded  semi- 
annually. Suppose  5-year  Treasurys 
remain  constant  at  their  current  8% 
yield  and  your  daughter  holds  the 
EE  for  a  decade.  She  cashes  it  in 
then  and  pays  a  15%  tax.  Her 
$10,000  investment  now  would 
grow  to  $18,100  aftertax. 

What  if  she  had  bought  market- 
able Treasurys  paying  8%  but  taxed 
at  your  33%  rate?  The  $10,000 
would  grow  to  only  $17,000. 

A  different  set  of  assumptions — 
that  your  bracket  is  28%  and  Con- 
gress raises  the  rate  on  her  bracket 
to  20%  in  1998— would  make  the 
two  alternatives  a  tie  in  aftertax  re- 
turn. But  don't  forget  that  the  float- 
ing rate  EE  provides  a  measure  of 
protection  against  rising  rates  that 
marketable  Treasurys  do  not.  Also: 
The  6%  floor  on  the  EEs  protects 
against  falling  rates. 

Some  readers  have  offered  anoth- 
er motivation  for  using  EEs.  Since 
EEs  don't  show  up  on  any  tax  return 
until  redemption,  there  is  no  way 
for  a  college  financial  aid  officer  to 
find  out  about  them.  Tax-free  muni- 
cipals, by  contrast,  leave  telltale 
traces  on  the  new  1040  form.  But  in 
this  day  of  computerized  number- 
matching,  these  chiselers  are  proba- 
bly taking  a  bigger  risk  of  getting 
caught  one  day  than  they  realize. 

Among  tax-exempt  zero  coupon 
bonds,  Hueglin  recommends  the 
AAA-rated,  MBIA-insured  Bexar 
County,  Tex.  general  obligations 
non callable  to  maturity  in  1999. 
Priced  at  $457  per  $1,000,  the  issue 
yields  7%  to  maturity. 

John  Feeney,  president  of  Moore 
&  Schley  Municipals  in  New  York, 
likes  housing  bonds  secured  by 
FNMA-  and  GNMA-backed  mort- 
gages, which  makes  them  AAA. 
New  Jersey  Housing  Finance  Agen- 
cy noncallable  zeros  due  1998  are 
priced  at  $407  per  $1,000  to  yield 
8.5%.  Another  is  the  Northwest 
District  of  Columbia  Housing  Fi- 
nance Corp.  zero  due  2005,  MBIA 
insured.  It  is  priced  at  $164  per 
$1,000  to  yield  8.25%  to  first  call  in 
1992.  Yields  on  these  issues,  he 
says,  are  rich  because  many  inves- 
tors confuse  them  with  single-fam- 
ily mortgage  revenue  bonds,  which 
have  a  history  of  early  call. 

Donors  of  Clifford  Trusts  should 
also  consider  adjusting  portfolios 
along  the  lines  described  above,  in 
light  of  the  new  tax  law.  ■ 


ORBES,  FEBRUARY  22,  1988 


133 


The  Big  Portfolios 


MONEY  &  INVESTMENTS 


International  managers,  with  an  eye  on 
currency  fluctuations,  expect  the  global 
markets  to  outperform  the  U.S.  in  1988. 

GLOBAL  GRUMPS 


Having  spent  the  last  few  months 
listening  to  U.S.  money  runners 
bleating  like  sheep,  I  thought  it  a 
good  time  to  ring  up  a  few  global 
types  and  see  where  the  action  was. 
After  all,  these  money  movers  have 
the  whole  world  to  choose  from, 
and  since  they  can  usually  find  good 
growth  prospects  somewhere,  it's 
rare  to  find  them  less  than  fully 
invested.  Raie,  but — as  I  learned — 
not  impossible. 

Like  their  U.S.  counterparts, 
most  are  hedging  by  running  large 
cash  positions.  And  I  mean  large. 
Usually  these  guys  wouldn't  be 
caught  dead  with  more  than  2%, 
but  recently  they  have  been  behav- 
ing like  Richard  Foulkes  of  Schroe- 
der  Capital,  who  now  has  20%  of 
his  portfolio  in  cash.  As  Henry  de 
Vismes  of  Kleinwort,  Benson  says, 
"Postcrash,  it's  a  different  world. 
I'm  not  sure  this  is  the  beginning  of 
a  bear  market,  but  the  substantial 
correction  in  the  bull  market  neces- 
sitates having  more  cash  than 
usual.''  Even  Chris  Russell  of  Rowe 
Price-Fleming,  who  normally  keeps 
zero  cash,  has  14%  and  is  wonder- 
ing if  he  shouldn't  buy  some  bonds. 

While  their  cash  was  a  surprise, 
the  loud  chorus  on  what's  out  was 


susuu  tee  6  a  senior  editor  of  Forbes 
magazine 


not.  In  uncertain  times,  it  is  typical 
for  international  money  runners  to 
prefer  bad-mouthing  countries  to 
touting  them.  And  right  now  al- 
most nobody  likes  Europe.  "Europe 
is  a  bit  of  a  pig,"  says  one.  "Dull, 
dull,  dull,"  says  another. 

France  and  Germany  are  total  no- 
nos.  The  concern  here  is  that  the 
dollar's  weakness  against  the  franc 
and  the  deutsche  mark  spells  a  pro- 
longed slowdown  in  European  man- 
ufacturing. Mike  Wheatley  of  Mor- 
gan Grenfell,  for  instance,  has  long 
been  underweighted  in  France  and 
Germany  because  he  thinks  those 
economies  will  remain  sluggish. 

Opinion  on  the  U.K.  is  mixed. 
Some  money  managers  continue  to 
draw  down  their  positions.  Foulkes, 
for  example,  dropped  his  weighting 
from  25%  to  16%  by  selling  stocks 
with  cyclical  or  U.S.  exposure.  He 
dumped  ICI,  Saatchi  and  Glaxo. 
Nonetheless,  one  man's  poison  is 
another  man's  meat:  Wheatley,  who 
has  picked  up  some  of  the  big  multi- 
nationals, just  bought  Glaxo.  Both, 
however,  agree  on  Granada  Group,  a 
company  involved  in  leisure  ser- 
vices. They  like  it. 

A  few  money  movers  are  hot  for 
British  firms  with  strong  overseas 
earnings,  such  as  Cable  &  Wireless, 
which  gets  75%  of  its  earnings  from 
Hong  Kong.  And  managers  who  are 
more  cheerful  about  British  growth 
prospects  are  buying  domestic  plays 
like  Boots  Co.,  a  wholesale  and  re- 
tail drug  manufacturer,  and  Hills- 
down  Holdings,  a  food  processing 
and  distribution  company. 

Many  money  runners  continue  to 
be  pessimistic  and  nervous  about 
lapan.  Foreign  investing  has  fallen 
to  3%  of  the  market  from  its  high  of 
8%.  Indeed,  a  normal  weighting  in 


Japan  would  be  around  50%,  but  s 
lot  of  money  movers  have,  liki 
Chris  Russell,  pared  their  position! 
down  to  20%.  Almost  nobody  ii 
quite  as  bearish  as  Willy  Holzer  o. 
Scudder,  who  says  he's  under  3%. 

There  are,  however,  a  few  odd 
balls  who  are  buying  Japan.  The\ 
have  given  up  waiting  for  the  disas 
ter  that  people  have  been  predicting 
for  over  a  year.  These  contrarianj 
are  betting  that  a  domestic  spending 
boom  will  send  Japanese  growth  u{ 
around  4%  this  year. 

Names  here  include  Yamaha  Mo 
tor,  the  motorcycle  and  consume: 
goods  firm,  which  is  also  thi 
world's  largest  maker  of  musical  in 
struments.  Also  mentioned  are  twi 
drug  companies:  Tanabe  Seiyakij 
and  Taisho  Pharmaceutical,  whicl 
makes  over-the-counter  product: 
and  has  the  Japanese  rights  to  Min 
oxodil,  the  antibaldness  potion.  An 
other  hot  stock  is  Shimachu,  i 
chain  store  specializing  in  do-it 
yourself  furniture. 

The  smaller  Pacific  basin  coun 
tries  make  up  the  only  part  of  th 
world  drawing  raves.  While  fe 
think  that  these  markets  willj 
achieve  the  kind  of  double-digi 
growth  of  last  year,  they  are  expect 
ing  rates  of  6%  to  8% .  Most  mone 
runners  are  talking  Singapore  an 
Hong  Kong,  but  there  is  also  som< 
chat  about  Malaysia  and  Korea. 

In  Singapore  the  primo  stock  i 
Singapore  Airlines.  In  Hong  Kon; 
names  include  Hong  Kong-TVB, 
which  has  85%  of  the  television) 
market,  and  China  Light  &  Power,] 
an  electric  utility  that  has  some  pro 
jects  going  with  China.  Also,  there': 
Johnson  Electric,  the  world's  sec 
ond-largest  maker  of  the  micro  mo 
tors  that  go  into  household  product: 
like  orange  juice  squeezers. 

It's  hard  to  blame  global  investor: 
for    being    cautious.    Unlike    U.S 
money  managers,  these  folks  no 
only  have  to  worry  about  anothe: 
stock  market  collapse  or  recession 
but  also  about  being  whipsawed  b 
the  currency  markets.  While  most] 
think  that  the  dollar  will  be  stable 
this  year  or — at  worst — down  an- 
other   10%,    volatility    is    another! 
matter.  As  Holzer  says,  "If  you  sell! 
on  the  wrong  day,  you'll  lose  5%, 
and  if  you  buy  on  the  wrong  day, 
it'll  cost  you  5%.  That  might  wipe 
out  your  return  for  the  year."  In 
terms  of  local  currencies,  however, 
most  international  managers  expect 
the  global  markets  to  outperform 
the  U.S.  in  1988.  ■ 
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TO  SOME  PEOPLE 

ART  IS  THE 

SCIENCE  OF  WONDER... 


OMNI  MAGAZINE 
IS  THEIR  GALLERY 

There's  black  and  there's  white.  A  left, 

and  a  right.  And  a  crossroad  that  leads  you  to 

one  or  the  other.  Some  choose  discipline.  Others,  emotion. 

Some  travel  on  time.  And  some  travel  through  it... 

But  some  use  a  palette  that  runs  full  range.  Sensible  and  sensual. 

Winsome.  And  wise.  They  dream  and  they  build. 

Design  and  define.  They're  young  (median  age  31.9),  and 

they're  upscale  (median  HHI  $36,800),  and  they're 

eager  to  buy.  They're  America's  front-running,  top  flight 

consumers.  And  you  can  reach  over  four  million 

of  them  in  the  pages  of  OMNI  Magazine. 


Dnnrui 

THE  FINE  ART  OF  SCIENCE 


The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


With  major  uncertainty  surrounding  us, 
what  is  the  smartest  thing  to  do  about 
your  portfolio?  My  answer  is,  nothing. 

DON'T  GET 
WHIPSAWED 


tured  a  dinosaur  on  its  cover  with 
the  caption  "Can  the  Bond  Market 
Survive?"  The  article  stated,  "In 
the  long  run  the  public  market  for 
debt  might  become  obsolete." 

Well,  the  bond  markets  are  still 
very  much  with  us.  Folks  who  fol- 
lowed the  trend  out  of  bonds  into 
stocks  were  whipsawed.  The  1973- 
74  bear  market  saw  the  worst  per- 
centage decline  in  stocks  of  the  en- 
tire postwar  period.  In  percentage 
terms,  the  losses  were  far  greater 
than  last  October's. 

After  1974  investors'  asset  alloca- 
tions swung  almost  180  degrees. 
The  new  king  was,  of  course,  the 
bond.  From  1974  through  mid- 1979 
institutions  reduced  their  stock 
holdings  rapidly  while  heavily  accu- 
mulating bonds.  In  1980,  for  exam- 
ple, only  15%  of  new  pension  fund 
monies  went  into  equities.  You  can 
guess  the  ending. 

Once  again  the  trend-followers 
were  massacred.  The  bond  market 
carnage  of  late  1979  and  early  1980, 
replayed  even  more  destructively  in 
1981,  was  worse  than  any  stock 
market  break  in  the  postwar  period. 
Meanwhile,  the  folks  who  switched 
to  bonds  missed  a  good  part  of  the 
bull  market  in  stocks,  which  began 
in  August  1982. 

Market  history  provides  convinc- 
ing evidence  that  most  investors 
who  make  major  portfolio  shifts 
based  on  recent  events  do  so  at  ex- 
actly the  wrong  time.  By  the  time 
they  are  ready  to  go  with  the  pre- 
vailing trend,  that  trend  is  usually 
playing  itself  out. 

No  question,  the  immediate  fu- 
ture is  going  to  be  rocky.  I  wouldn't 
be  surprised  to  see  more  of  the 
grueling  action  we  saw  in  the  first 
week  ot  January;  that  is,  a  rise  of  1 20 


"Should  I  cut  back  on  stocks,  or 
possibly  get  out  of  the  market  com- 
pletely?" This  is  a  question  fre- 
quently asked  of  me  and  other  in- 
vestment advisers  these  days. 

My  answer  is,  do  nothing;  sit  tight 
if  you  already  have  a  well-diversi- 
fied portfolio  of  stocks,  bonds  and 
other  assets  that  meet  long-term  ob- 
jectives. Changing  position  now,  if 
your  goals  are  well  thought  out,  will 
likely  lead  to  a  heap  of  trouble.  Let's 
look  at  some  of  the  major  market 
turning  points  over  the  past  few  de- 
cades to  sec  why. 

Back  in  the  bull  markets  of  the 
Sixties  and  early  Seventies,  stocks 
ruled  supreme.  Vast  amounts  of 
money  poured  out  of  other  invest- 
ments into  the  market,  and  insti- 
tutional equity  holdings  rose  dra- 
matically, from  40%  of  portfolios 
m  1958  to  74%  in  1972.  So  great 
was  the  demand  for  stocks  that 
institutional  investors  put  all  of 
their  new  monies  into  them  and 
even  sold  off  a  portion  of  their 
bond  portfolios  to  further  increase 
these  holdings.  A  financial  maga- 
zine exceptionally  adept  at  catch- 
ing  the   prevailing  orthodoxy   pic- 

Davkt  Dreman  is  managing  director  qf 
Dreman  Value  Management  Inc.,  Invest 
merit  <  ounsei,   Sew  York,  and  author  qf 
The  New  Contrarian  Investment  Strategy 


points  in  the  first  four  days,  fi 
lowed  by  a  drop  of  140  on  the  fifi 
But  if  you  have  a  good  stock  port) 
lio,  tough  it  out.  Prices  are  relath 
ly  cheap,  fundamentals  are  go 
and,  though  it  may  take  tin 
stocks  should  pay  off  well.  It  woi 
have  been  nice  to  be  100%  in  ca 
in  October,  but  it  is  too  late  now 
adopt  that  posture. 

Do  nothing?  I  don't  mean  trJ 
literally.  One  of  the  most  importa 
things  you  can  do  in  nervous  m. 
kets  like  these  is  to  restructure  yc 
stock  portfolio  if  you  get  t 
chance.  Now,  more  than  ever,  it 
wise  to  concentrate  your  hold] 
at  the  low-P/E  end  of  the  spectruij 

In  markets  like  these,  stocks  tl 
normally  command  higher  P/Es  1 
cause  of  their  superior  quality  a 
growth  often  get  battered  down 
they  show  even  minor  disappoii 
ments.    Thus    Digital    Equipme 
everybody's  favorite  last  year,  ri 
been  hit  far  harder  than  the  mark.! 
because  of  a  slightly  disappointi; 
December  quarter.   Earnings  w<| 
up  22.7%  instead  of  the  28.7%  met 
analysts  estimated.  As  a  result,  D- 
ital  is  close  to  becoming  a  low-F* 
stock.  If  companies  of  this  ilk  fl 
below  the  market  multiple,   sn« 
them  up:  The  Digitals  will  be  t| 
first  to  come  bouncing  back  whi 
the  market  turns  around. 

Three  candidates  presenting  go! 
value  today  as  possible  replai- 
ments  for  stocks  with  hii 
price/earnings  vulnerability: 

Pfizer  (52)  is  a  major  producer! 
pharmaceuticals  and  hospital  pn- 
ucts.  Earnings  were  up  only  5%  1.1 
year  because  of  declining  sales  of  s 
antiarthritis  drug,  Fiddona,  as  wl 
as  because  of  significantly  higli 
research  and  development  <- 
penscs.  Products  in  the  pipeline  a  j 
reduced  costs  should  result  in  ] 
earnings  increase  of  15%  this  ye \ 
with  this  rate  continuing  in  tl 
foreseeable  future.  Pfizer  trades  aa 
P/Eof  12  and  yields  3.5%. 

K  mart  (3 1 )  bas  been  battered,  tf 
dining  38%  from  its  high,  althoui 
earnings  were  up  about  13%  l.t 
year  and  should  increase  by  15%  i 
18%  this  year.  The  stock  trades  a| 
P/E  of  9  and  yields  3.8%. 

May  Department  Stores  (30),  a  w 
managed  chain,  is  off  over  4' 
from  its  high,  although  eami 
have  been  improving  rapidly.  L 
year  May's  earnings  rose  ab 
20%,  with  a  further  20%  gain  lik< 
in  1989.  The  stock  trades  at 
times  earnings  and  yields  3.8%. 
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Genius  or  Monster? 


Meet  citizen  Henry  Ford  as  you've 
never  encountered  him  before. . . 

He  invented  modern  mass  production  and  gave 
the  world  the  first  people's  car.  And  his  country- 
men loved  him  for  it.  But  why— at  the  moment  of 
his  greatest  triumph — did  Henry  Ford  fight  off 
every  attempt  to  perfect  his  Model  T,  become 
isolated  and  eccentric,  play  cruel  tricks  on  his 
most  valuable  employees,  and  turn  on  the  fabulous 
empire  he  had  built? 

You'll  find  the  intriguing  answers  in  American 
Heritage— the  magazine  that  brings  you  face  to 
face  with  America's  most  fascinating  personalities. 
You'll  meet  the  heroes  and  heavies. .  .leaders  and 
losers ...  mavericks  and  monsters.  And  discover 


the  events  that  determined  their  celebrated  destinies. 

You  can  subscribe  to  American  Heritage  now 
and  save  33%  off  the  cover  price.  Simply  fill  in 
and  return  the  coupon  below,  and  with  your  paid 
subscription  you'll  receive  a  limited-edition  reprint 
of  "Henry  Ford's  Amazing  Life"*  as  a  compli- 
mentary gift. 

Don't  delay.  Get  to  know  America's  most  fasci- 
nating characters  now  with  American  Heritage. 

Your  complimentary  gift:  A  limited-edition 
reprint  of  "Henry  Ford's  Amazing  Life."* 

*  An  excerpt  from  David  Halberslani's  The  Reckoning,  published  by 
William  Morrow  &  Co.  and  Avon  Books. 
An  from  ihc  Collection  of  Henry  Ford  Museum  and  Greenfield  Village. 


SAVE  33%  ON 
AMERICAN  HERITAGE 

YES,  I  want  to  meet  America's  most  intriguing 
personalities  and  save  33%  off  the  cover  price  of 
American  Heritage.  Please  enter  my  subscription 
at  the  basic  six  month  (4  issue)  rate  of  $12.00. 
I  save  $6.00! 

Name 
Address 

City  State  Zip      0590 

□  I  prefer  one  year  for  $24.  (A  $12  savings!) 

□  Payment  enclosed.    U  Bill  me  later. 
Cover  price  $4.50. 

Mail  to:  American  Heritage,  Attn:  Subscription  Dept., 
Forbes  Building,  60  Fifth  Avenue,  New  York,  NY  10011. 


Stock  Trends 


MONEY  &  INVESTMENTS 


Buying  a  stock  and  selling  it  next  week- 


trading — sounds  vaguely  un-American. 
But  it  may  be  the  best  way  to  go. 

TAKE  A  LITTLE 
MONEY  AND  RUN 


By  Ann  C.  Brown 


i  January  is  anywhere  near  the  indi- 
cator it  is  cracked  up  to  be,  it  could 
be  tough  to  make  a  buck,  yen,  mark 
or  pound  in  the  U.S.  stock  market 
this  year.  The  DJI  ended  the  month 
statistically  insignificant  from 
where  it  began,  trading  volume  was 
generally  uninspired  and  most  bro- 
kers were  less  interested  in  hawk- 
ing equities  than  high-yielding  junk 
bond  funds  and  participations  in 
purportedly  "risk-free"  movie  pro- 
duction companies  and  the  like. 
What  action  there  was  in  the  stock 
market  largely  centered  on  compa- 
nies involved  in  takeovers,  stock 
buyback  programs,  LBOs  and  non- 
event  dividend  plays. 

Not  that  there  wasn't  a  rally  at- 
tempt. But  the  140-point  mini- 
meltdown  on  Jan.  8  quickly  remind- 
ed investors  that  the  same  forces 
that  helped  exacerbate  the  Oct.  19, 
1987  crash  were  still  alive  and  only 
too  able  to  wipe  out  in  minutes 
weeks  of  grindingly  gradual  gains. 
Until  the  recommendations  con- 
tained in  the  Brady  Report  become 
more  than  just  recommendations, 
the  stock  market  could  have  trouble 
getting  out  of  its  own  way.  No  mat- 
ter how  good  corporate  earnings  are. 


Ann  (  Brown  i±  cbtefexecutive  officer  of  the 
equity  advisory  and  portfolio  consulting 
/inn  of  A  <   Brown  6  Associates 


No  matter  how  low  multiples  go. 
No  matter  how  near  book  value 
many  common  equities  may  be. 

With  stock  fundamentals  on  a 
holiday  and  some  key  elements  in 
the  economy  on  the  skids  (retail 
sales  and  housing  starts,  for  exam- 
ple), perhaps  the  best  way  to  make 
money  in  the  market  in  1988  might 
be  to  become  a  more  active  trader. 
Starting  this  year,  the  Tax  Reform 
Act  of  1986  eliminates  the  preferen- 
tial income  tax  treatment  previous- 
ly accorded  to  long-term  capital 
gains.  Consider,  then,  grabbing  that 
10%  to  15%  (net  of  commissions) 
profit  as  soon  as  you  get  it  and  head- 
ing for  another  situation  where  the 
chances  of  repeating  your  success 
appear  high.  Put  a  few  of  these  mod- 
est gains  together  and  you  could  end 
the  year  with  a  total  return  that 
could  look  very  good  when  com- 
pared with  a  buy-and-hold  approach. 

This  new  freedom  to  trade  quick- 
ly without  tax  penalty  demands  a 
degree  of  attentiveness  to  the  stock 
market  that  many  investors  have 
not  had  to  display  because  they 
could  hide  their  neglect  behind  the 
plausible  excuse  of  "looking  for 
long-term  gains."  Trading  also  re- 
quires a  different  mind-set.  Buying  a 
stock  and  selling  it  next  week  or  the 
next  day  or  the  next  hour  for  an 
acceptable  profit  seems  strange  to 
many  investors — somehow  vaguely 
un-American — even  though  it  is 
now  being  done  with  the  govern- 
ment's blessings. 

Just  because  the  new  rules  no 
longer  punish  short-term  traders 
does  not  mean  that  I  think  you 
should  rush  to  buy  stocks  with  the 
highest  possible  betas.  Instead,  con- 
tinue to  seek  out  undervalued  situa- 
tions with  above  average  earnings 


growth  potential.  Only  be  prepare 
to  realize  smaller  profits  more  frt 
quently  as  these  stocks  fluctuat 
their  way  to  what  could  be  signif 
cantly  higher  prices. 

One  stock  that  is  constantly  poj 
ping  and  dropping  is  Intel  (24,  o-t-c 
because  its  business  (semiconduc 
tors)  is  highly  sensitive  to  the  ecor 
omy,  one  subject  on  which  there  i 
never  any  agreement.  Earnings  est 
mates  now  range  from  a  low  of  7 
cents  per  share  for  1988  to  a  high  c 
$3.65  in  1989.  Best  bet:  $2.25  th: 
year,  $2.50  next.  Target  price — \o\ 
30s  in  1988,  mid-30s  in  1989. 

Will  Schering-Plough  (51)  be  th 
next  Sterling  Drug  and  catch  the  ey 
of  whoever  doesn't  acquire  STY 
Could  be.  After  all,  the  company' 
international  sales  are  even  highe 
than  Sterling's.  And  SGP  has  som 
potentially  blockbuster  new  drug 
awaiting  acceptance  by  the  FD/ 
This  year,  Schering-Plough  coul 
earn  $3.30  or  so  per  share,  wi 
$3.85  possible  for  1989. 

John  Harland  (20),   the  nation' 
number  two  check  printer,  has  trai 
ed  up  and  down  by  15%  repeatedl 
since  October.  Whether  this  pattei 
will  continue  is  anybody's  guess 
but  even  if  it  doesn't,  JH  appear 
undervalued  at  13  times  this  year' 
estimated    earnings    per    share    c 
$1.50.  The  company's  anticipate' 
15%  eamings-per-share  growth  rat 
over  the  next  several  years,  plus  i 
2.2%   dividend,  could  be  worth 
multiple  of  15.  Target  price:  $25  p 
share  by  year-end. 

For  the  fiscal  year  ending  thi 
May,  General  Mills  (48)  is  expected  ti 
earn  around  $3.30  per  share,  vs> 
$2.50  for  the  same  period  a  year  agci 
For  1989,  $4.10  per  share  looks  pos' 
sible — maybe  20  to  30  cents  more  i1 
the  company  disposes  of  its  special 
ty  operations  and  completes  its  re 
cently  expanded  share  repurchas< 
authorization  program.  If  GIS  main 
tains  a  market  multiple,  the  stocl 
could  sell  at  or  above  last  year': 
high  of  62  sometime  next  year. 

American  Teleplx>ne  &  Telegraph 
(28)  doesn't  look  like  a  trading  stocl 
nor  does  it  have  a  trading  stock': 
beta,  but  it  was  possible  to  make 
$200  to  $300  per  hundred  share: 
several  times  during  the  past  three 
months,  as  T  went  back  and  fortr 
between  $27  and  $30.  Fundamental 
ly  strong,  AT&T  could  earn  arount 
$2.10  per  share  for  1988.  If  the  earl) 
estimates  of  $2.45  to  $2.50  for  198S 
are  correct,  look  for  T  to  sell  in  th( 
mid-30s  a  year  from  now.  ■ 
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Observations 


MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


The  U.S.  is  well  insulated  against 
rising  unemployment  in  the  short 
run  because  the  fall  of  the  dollar  is 
making  our  exports  cheap  abroad 
and  imports  expensive  here.  So  we 
will  be  producing  more  for  the  rest 
of  the  world  to  consume  and  replac- 
ing with  domestic  production  the 
imports  that  until  now  we  have 
been  financing  by  borrowing  from 
foreigners.  From  a  longer-run  point 
of  view,  we  will  still  be  heading  for 
national  bankruptcy  but  at  a  less 
headlong  pace. 

1  hope  we  will  be  wise  enough  to 
start  taking  a  longer  view,  because 
the  second  depression  of  the  20th 
century  began  in  1982.  It  began  m 
the  Third  World  countries  that  had 
listened  to  the  development  econo- 
mists and  bankrupted  themselves  by 
trying  to  finance  industrialization 
with  government-sponsored  foreign 
borrowings  instead  of  with  private 
savings.  Indeed,  the  main  reason  his- 
tory is  repeating  itself  is  that  the 
economists'  theories  are  based  on  a 
disastrously  misleading  analysis  of 
the  century's  first  depression. 

Until  1936  economists  said  that 
depressions  were  theoretically  im- 
possible. So,  before  John  Maynard 

Asfob)  Bladen  is  a  financial  consultant  and 
author  of  How  to  (ope  with  the  Develop- 
ing Financial  i  risis 


History  is  repeating  with  a  twist.  The  20th 
century's  first  depression  was  deflation- 
ary; the  second  one  is  hyperinflationary. 

1929— BUT 
IN  REVERSE 


Keynes  could  get  a  hearing  for  his 
ideas  about  curing  the  depression 
that  had  already  been  going  on  for 
six  years,  he  first  had  to  show  how 
depressions  are  possible.  His  Gener- 
al Theory  of  Employment,  Interest  and 
Money  argued  that  the  decisions  to 
save  and  to  invest  are  usually  made 
by  different  people.  If  businesses 
decide  not  to  invest  as  much  as 
consumers  are  trying  to  save,  de- 
mand will  fall  short  of  supply  and 
incomes  will  shrink  until  the  peo- 
ple can  no  longer  afford  to  save 
more  than  the  business  community 
chooses  to  invest.  The  cure  was  for 
government  policy  to  discourage 
saving  and  to  encourage  borrowing 
and  spending. 

Now  that  was  a  very  nice  general 
theory,  but  it  had  nothing  to  do 
with  the  specific  depression  that 
was  going  on  in  the  1930s.  Its  cause 
was  not  Keynes'  entirely  hypotheti- 
cal oversaving,  but  the  worldwide 
borrowing  and  spending  spree  of 
1914-29.  By  the  early  1930s  too 
many  people,  businesses  and  coun- 
tries had  become  overborrowed  and 
uncreditworthy  for  a  debt-based 
prosperity  to  continue.  And  now, 
half  a  century  later,  it  is  happening 
once  again. 

But  here's  the  twist.  In  the  early 
1930s  borrowers  were  still  expected 
to  pay  up.  So  creditors  pressed  them 
to  sell  their  assets  for  whatever 
they  could  get  to  make  good  on 
their  debts.  That  is  why  the  last 
depression  was  deflationary.  Since 
1936  economists  have  told  us  that 
deflation  and  depression  are  two 
sides  of  the  same  coin  and  that  de- 
flationary depression  can  be  avoid- 
the  national  government  con- 
stantly inflates  demand  by  borrow- 
ing and  spending  and  assisting  the 


rest  of  us  to  borrow  and  spend. 

Because  we  have  heeded  this  fool-, 
ish  advice,  we  are  borrowing  and 
spending  ourselves  into  an  infla- 
tionary depression.  This  happens 
when  the  nation's  credit  with  for- 
eigners collapses,  but  the  govern- 
ment continues  to  pump  up  domes- 
tic demand.  Economists  still  be- 
lieve that  an  inflationary  depression 
is  impossible — a  contradiction  in  I 
terms — but  just  take  a  look  at  the 
world  around  us. 

Today    much    of    the    Southern 
Hemisphere  is  in  depression.  But 
where  is  the  country  that  is  suffer- 
ing domestic  deflation?  Living  stan- 
dards   are    tumbling,    as    national 
creditworthiness  and  the  foreign  ex-( 
change  value  of  national  currencies 
collapse  under  the  weight  of  exter- 1 
nal  debts,  but  almost  every  country  i 
in  the  world  keeps  on  pumping  upi 
domestic  demand  at  the  cost  of  ac- 
celerating internal  inflation. 

The  Keynesian  policy  of  discour-i 
aging  saving  and  encouraging  bor- 
rowing and  spending  is  the  heart' 
both  of  development  economics  and 
of   the   economists'   contracychcal 
strategy  for  developed  countries.  It: 
has  already  caused  a  disaster  in  the' 
Third  World,  and  unless  we  Ameri-( 
cans  are  wise  enough  to  stop  listen- i 
ing  to  theory  and  start  looking  at  its 
practical  results,  it  will  soon  cause  a 
disaster  here. 

By  now  it  is  obvious  that  many  of  I 
our  banks  face  huge  losses  on  their 
loans  to  bankrupt  countries.  Politi- 
cians naturally  prefer  to  sweep  such- 
unsightly  problems  under  the  rug  in  I 
an  election  year,  but  some  of  the  I 
largest  banks  will  need  a  bailout  j 
before  the  next  Administration) 
takes  office.  So  candidates  will  bei 
sorely  tempted  to  run  on  the  demo- ! 
cratically  equalitanan  platform  of, 
bailouts  for  all,  not  just  for  banks.    | 

Thus,  the  most  important  issue 
in  the  election  will  be  whether  we  I 
go  back  to  financing  mainly  by  per- 
sonal savings  or  join  the  rest  of  the 
world  in  financing  almost  entirely 
by  the  inflationary  extension  of  gov- 
ernment credit.  For  when  the  Amer- 
ican people  are  finally  convinced  by 
the  example  of  our  largest  financial 
institutions  that  financial  reckless- 
ness has  become  a  matter  of  heads,  I 
win;  but  tails,  the  government  bails 
me  out  at  the  expense  of  the  rest  of* 
the  taxpayers,  personal  savings  will 
shrink  toward  zero,  the  demand  for 
credit  will  skyrocket  toward  infin- 
ity and  inflation  and  interest  rates 
will  go  through  the  roof.  ■ 
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PUBLICATIONS,  INC.  N 

25,    1988)— Affiliated    Publications,    Inc.'s 

diary,  Billboard  Publications,  Inc.,  has  signed 
iit  in  principle  to  acquire  all  the  outstanding 
(  of  Hollywood  Reporter  Industries,  Inc.,  publish- 
t.YWOOD  REPORTER,  one  ot  the  entertainment 
( eniier  newspapers.  Terms  were  not  disclosed, 
in  Hollywood,  California,   THE  HOLLYWOOD 

overs  every  phase  of  the  entertainment  indus- 

mestically  and  internationally,  with  particular 

i  the  motion  picture  and  television  industry. 
158  years  ago,  it  has  a  circulation  of  20,000 
I;  published  daily,  Monday  through  Friday.  It  also 
|Dme  70  special  issues  annually  on  industry- 
's such  as  the  Cannes  Film  Festival,  conven- 
{ locations  and  entertainment  companies. 
!)n,  THE  HOLLYWOOD  REPORTER  puts  out  The 
'Book  Directory,  a  comprehensive  350-page  an- 
to  the  entertainment  industry  that  categorizes 
id  services. 
<erson  Kassel  will  continue  to  hold  the  position 

and  Editor  of  THE  HOLLYWOOD  REPORTER,  the 
shed  daily  serving  the  entertainment  industry, 
ncing  the  acquisition.  John  P.  Giuggio,  President 

Publications,  said  THE  HOLLYWOOD  REPORTER 
Tie  a  cornerstone  property  of  Billboard  Publica- 
will  crystalize  BPI's  unique  corporate  identity." 
bs,  president  of  Billboard  Publications,  said  the 
i/vill  broaden  and  strengthen  Billboard's  commit- 

coverage  of  the  entertainment  industry. 
al  of  our  company  is  to  become  the  primary 

source  for  the  entertainment,  art  and  design 
The  Hollywood  Reporter  is  an  excellent  addition 
'  publications,"  he  said.  "I'm  excited  about  the 
t  and  the  opportunity  to  utilize  the  combined 
mr  two  companies." 

on  to  BILLBOARD  MAGAZINE,  the  company  also 
the  following  magazines  in  the  entertainment 
WENT  BUSINESS.  BACKSTAGE,  MUSIC  &  MEDIA 
IAN 

LYWOOD  REPORTER  is  Billboard's  fourth  acquisi- 
past  15  months. 

I  Publications.  Inc.  is  recognized  as  the  leading 
if  specialty  magazines  and  books  for  the  art, 
tography,  music  and  entertainment  markets.  The 
ow  publishes  11  specialty  magazines,  plus  16 
jctones  It  also  publishes  and  distributes  spe- 
>  under  four  imprints,  operates  two  book  clubs, 
ral  annual  industry  conferences,  licenses  its 

material  for  broadcast  and  re-publication  on  an 
jl  basis  and  electronically  distributes  informa- 
I  the  world. 

i  Publications,  Inc.,  which  acquired  Billboard 
s  last  year,  is  the  parent  company  of  Globe 
Company,  publisher  of  The  Boston  Globe  Affili- 
wns  44.4  percent  of  the  common  stock  of  McCaw 
itions  Companies  of  Kirkland,  Washington,  which 
its  in  cellular  telephone  and  paging  systems. 


Affiliated  also  owns  The  Globe  Pequot  Press  Inc.,  publisher 
and  retailer  of  books. 

(Contact:  Daniel  Orr,  Vice  President,  Affiliated  Publica- 
tions, Inc.,  135  Morrissey  Boulevard,  Boston,  MA.  02107. 
Phone:  (617)  929-3035.) 


AMETEK  INC.  N 

AMETEK  PURCHASES  PFIZER'S 

HIGH-PURITY  METALS  BUSINESS 

Paoh,  PA  (January  11.  1988)  AMETEK,  Inc.  (nyse-AME) 
announced  today  that  it  had  purchased  the  Specialty  Metal 
Products  business  of  Pfizer  Inc.  (nyse-PFE)  for  approximate- 
ly $26  million  in  a  cash  transaction  completed  late  Friday. 

AMETEK  said  that  included  in  the  purchase  were  Pfizer's 
two  Specialty  Metal  Products  plants  in  Wallingford,  Con- 
necticut and  Eighty-Four,  Pennsylvania  (near  Pittsburgh) 
with  a  total  of  170,000  square  feet  of  manufacturing  space. 
As  part  of  the  transaction,  AMETEK  acquired  the  patents, 
the  proprietary  technology  and  specialized  production  pro- 
cesses which  have  made  this  business  a  leading  producer 
of  ultrahigh  purity  metals  and  precision  alloys  which  are 
supplied  in  powdered  form,  as  strip  material  or  as  compos- 
ite metals  to  the  electronic  industry  and  to  manufacturers  of 
aerospace,  medical,  appliance  and  automotive  products. 

Proprietary  products  include  Pfinodal8,  a  patented  cop- 
per-based alloy  produced  in  metal  strip  form  as  an  alterna- 
tive material  for  beryllium-copper  used  in  electrical  and 
electronic  applications,  and  Sealvar*.  a  precision  engi- 
neered alloy  widely  used  in  electronic  components  and 
circuit  boards. 

The  manufacturing  plant  in  Pennsylvania  has  developed 
processes  which  produce  high-purity  powdered  metals  of 
very  uniform  quality  in  nickel,  cobalt  and  stainless  steel, 
and  high  alloy  metal  powder.  The  Connecticut  facility 
utilizes  many  of  these  materials  in  proprietary  processes  to 
supply  wrought  powder  metallurgy  strip  products  in  coil 
form,  which  are  widely  used  in  today's  high  performance 
batteries  and  electronic  components. 

Former  Pfizer  employees  at  the  two  plants — metallur- 
gists, production,  supervisory  and  management  personnel, 
plus  a  field  sales  force — have  now  joined  AMETEK,  accord- 
ing to  Robet  L.  Noland,  AMETEK's  president.  Noland  said 
that  the  two  plants  would  continue  to  be  managed  by  Peter 
A.  Guercio,  a  long-time  Pfizer  executive  who  directed  the 
development  of  this  business  over  the  past  two  decades. 

"The  technological  and  metallurgical  leadership  that  all 
of  these  people  bring  to  AMETEK,  combined  with  our 
experience  and  broad  business  base  in  engineered  materi- 
als, will  help  to  develop  new  and  expanded  applications  for 
high-purity  metals,"  Noland  said;  "Mr.  Guercio  and  the 
Specialty  Metal  Products  operation  are  joining  AMETEK  at  a 
point  in  which  the  forecasts  for  high-tech  metals  growth  are 
extremely  positive." 

AMETEK,  a  FORTUNE-500  industrial  manufacturer  with 
estimated  sales  of  more  than  $600  million  last  year, 
recently  announced  a  20  percent  increase  in  annual  divi- 


dends on  its  newly-split  stock  which  has  been  listed  on  the 
New  York  Stock  Exchange  since  1930. 

(Contact:  Darrah  Ribble,  AMETEK,  Inc.,  Station  Square 
Two,  Paoh,  PA  19301.  Phone:  (215)  647-2121.) 


AMRE,  INC.  N 

REPORTS  RECORD  SECOND-QUARTER  INCOME,  SALES 

DALLAS,  Dec.  7— Amre,  Inc.  (NYSE:  AMM),  a  Dallas-based 
direct  consumer-response  marketer,  today  reported  record 
income  and  sales  for  the  second  quarter  of  fiscal  1987. 

For  the  quarter  ended  Oct.  31,  1987,  net  income  totaled 
$2,352,270,  or  27  cents  per  share  on  8.81  million  shares 
outstanding,  up  141  percent  from  $977,848,  or  13  cents  per 
share  on  7.7  million  shares  outstanding,  for  the  comparable 
period  in  1986  Sales  for  the  second  quarter  totaled 
$39,596,024  up  94  percent  from  $20,361,014  for  the 
second  quarter  of  1986. 

For  the  first  six  months  of  fiscal  1987,  the  company 
earned  $4,230,798,  or  46  cents  per  share  on  9.15  million 
shares  outstanding,  up  134  percent  from  $1,806,780,  or  23 
cents  per  share  on  7.7  million  shares  outstanding,  for  the 
comparable  period  in  1986.  Sales  for  the  six-month  period 
totaled  $71,417,486,  up  87  percent  from  $38,201,270  for 
the  first  six  months  of  fiscal  1986. 

Steve  Bedowitz,  chairman  and  president,  attributed  the 
second-quarter  results  to  continued,  substantial  increases 
in  sales  of  siding  in  new  and  existing  territories,  as  well  as 
sales  of  its  exterior  modular  decking. 

"The  extraordinary  gains  in  earnings  and  sales  reflect 
Amre's  solid  leadership  within  the  growth  industry  sector, 
"Bedowitz  said.  "We  are  confident  that  our  momentum  will 
continue  as  we  power  the  company's  growth  through  further 
penetration  of  existing  markets  and  new  territory  introduc- 
tions in  the  next  half  of  fiscal  1987." 

Bedowitz  noted  that  although  the  stock  market  experi- 
enced a  recent  decline,  Amre  is  firmly  positioned  to  pursue 
the  controlled  growth  that  has  characterized  the  company's 
history. 

Amre,  Inc.  is  a  direct  consumer-response  marketer  with 
multiple  licenses  from  Sears,  Roebuck  Co.  to  sell  and  install 
home  siding  and  decks  in  32  states.  The  company  believes 
it  is  the  nation's  largest  marketer  of  installed,  exterior  home 
improvements.  The  company  completed  its  initial  public 
offering  in  February  1987. 

STATEMENT  OF  INCOME  (UNAUDITED) 
(in  thousands,  except  per  share  data) 

Second  Quarter  First  Six  Months 

3  Mos  ended  Oct.  31,   6  Mos  ended  Oct.  31. 
1987  1986  1987  1986 

Revenues  $  39,5%    S  20.361     $  71,417      J  38.201 

Pretax  income  3,920         1.865  7,051  3,344 

Net  income  $     2,352    J       978    $     4,231       J     1.807 

Earnings  per  share  $         .27    J         13     $         .46      J        .23 

Weighted  average 

shares  outstanding  8.810         7.700  9,150  7,700 

(Contact:  Robert  Levin,  Amre,  Inc.  4949  West  Royal  Lane, 
Irving,  Texas  75063.  Phone:  (214)  929-4088. 


For  further  advertising  information,  call  Sarah  Madison  (505)  275-1282/3 


Commodities 


MONEY  &  INVESTMENTS 


Can  a  commodity  market  letter  help  you 
make  money?  Yes,  if  you  choose  wisely 
and  follow  its  advice  rigorously. 


MAILBOX 
MENTORS 


By  Stanley  W.  Angrist 


It's  time  for  our  annual  look  at  how 
well  commodity  market  letters 
served  their  subscribers  in  the  pre- 
vious year.  By  and  large  they  did 
better  than  usual,  but  that's  not 
much  to  brag  about. 

Nine  of  the  26  market  letters 
tracked  by  Commodity  Traders  Con- 
sumer Report  lost  money  or  showed 
negligible  profits  last  year.  That 
made  1987  the  best  year  for  market 
letters  since  CTCR  began  tracking 
them  in  1983.  In  previous  years 
about  half  of  all  the  newsletters  fol- 
lowed lost  money. 

It's  certain  that  a  lot  of  subscrib- 
ers of  even  the  best-performing 
market  letters  lost  money  last 
year.  Why?  Blame  it  on  human 
nature,  or  maybe  just  ego,  or 
whatever  it  is  that  causes  so 
many  traders  to  pick  and  choose 
among  a  market  letter's  recom- 
mendations without  disci- 
pline— acting  on  certain  trades 
and  ignoring  others.  The  ones 
they  choose  invariably  turn  into 
losers,  or  so  it  seems,  and  the 
ones  they  ignore  are  big  winners. 
They  then  complain  that  the  let- 
ter writer  is  incompetent.  Com- 
mon sense  says  that  if  you  want 


Stanley  u  Angrist  b  a  commodity 
speculator,  consultant  and  longtime 
observer  of  the  commodity  markets 


to  achieve  the  same  results  as  the 
market  letter,  you  had  better  follow 
all  of  the  suggestions. 

The  performance  of  all  the  letters 
evaluated  by  CTCR  last  year  was  pro- 
foundly influenced,  of  course,  by 
the  October  selloff.  Those  letter 
writers  who  were  short  or  had 
bought  puts  did  extremely  well. 
The  longs  got  killed.  The  top  two 
services  for  the  year,  and  five  of  the 
top  eight,  were  short  stock  futures 
on  Oct.  19.  So  it  goes  in  commodity 
trading — a  few  large  winners  each 
year  pay  for  the  losers  and  provide 
the  profit.  That's  why  few  savvy 
traders  place  much  importance  on 
the  percentage  of  profitable  trades. 

What  should  you  look  for  in  a 
market  letter?  Consistency.  You 
want  a  service  that  has  proved  itself 
profitable  in  both  bull  and  bear  mar- 
kets. You  also  want  a  letter  whose 
trading  style  fits  your  needs.  Do  the 
trades  seem  unnecessarily  risky  to 
you?  Are  the  stops  too  far  from  the 
market  for  your  taste?  Then  pick 


another  letter,  no  matter  how  im- 
pressive that  letter's  track  record. 

Of  the  eight  letters  listed  in  the 
table,  only  the  Elliott  Wave  Theorist 
has  a  CTCR  record  that  goes  back 
four  years.  To  calculate  the  return 
on  margin,  CTCR  used  exchange 
minimum  margins,  which  are  not 
available  to  most  traders.  In  order  to 
make  the  calculation  more  closely 
approximate  the  conditions  under 
which  most  traders  operate,  these 
minimum  margins  were  doubled. 

You  can  get  more  detailed  reports 
on  the  letters  listed  by  subscribing 
to  CTCR  (telephone:  916-677-7562). 
Most  market  letters  will  also  pro- 
vide you  with  a  sample  copy  or  two 
before  you  subscribe. 

A  perennial  favorite  of  spread  trad- 
ers in  the  grain  market  around  this 
time  of  year  is  corn  versus  oats.  In 
setting  up  this  spread,  one  must 
take  into  account  the  fact  that  a 
bushel  of  corn  averages  56  pounds,  a 
bushel  of  oats  only  32  pounds.  Thus 
this  seasonal  spread  is  normally  set 
up  by  buying  one  May  corn  contract 
while  selling  two  May  oats. 

To  place  the  current  spread  in  per- 
spective, consider  that  in  January 
the  value  of  the  two  oats  contracts 
exceeded  the  value  of  the  corn  con- 
tract by  $8,000.  In  the  previous  13 
years  that  number  had  not  been 
larger  than  $7,000. 

The  trade  has  worked  in  1 1  of  the 
last  13  years,  producing  an  average 
profit  of  $600.  The  worst  loss  in  that 
stretch  was  $1,138.  The  biggest 
drawdown  was  $1,926,  with  an  av- 
erage of  only  $600.  The  exchange 
minimum  margin  on  the  trade  is 
$500.  Risk  no  more  than  $600  on 
the  trade  and  look  for  a  $600  profit, 
or  exit  by  Mar.  31.  ■ 


Nothing  to  brag  about 

Successful  traders  will  seek  out  market  letters  that  have  been  consistently 
profitable  over  time.  Herewith,  a  scorecard.  Greater  detail  on  these  and  other 
letters  is  available  from  Commodity  Traders  Consumer  Report. 

— Profit  per  trade —          — Profitable  trades — 
Market  letter                        1987       1986       1985       1987       1986        1985 

— Return  on  margin — 
1987       1986        1985 

Braun's  Systems 

$2, 1165-1,174  $-1,242 

57%        49%        26% 

192% 

-79% 

-163% 

Timing  Device 

936         772 

32           38 

31 

107 

— 

Elliott  Wave  Theorist 

635         669 

44            59            42 

62 

82 

2 

DeMark  Futures 

437         497           114 

45            53           51 

93 

115 

77 

Wash'ton  Econometrics 

380 

48 

87 

— 

Tomorrow's  Comms 

346           16          109 

27            32            48 

21 

4 

20 

Weiss  Research 

336       -205        -149 

38            29           33 

116 

-112 

-64 

Futures  Factors 

323           65          206* 

45           42           36" 

84 

31 

106* 

•Record  for  only  four  months  i  In  computing  proli>  per  trade.  $100  has  been  ded 
to  allow  tor  commissions  and  slipp 

jcted 

142 


FORBES,  FEBRUARY  22,  1988 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


■■■he  land  we're  offering  is  far 

I  Trom  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  303/379- 
3263  or  write  to:  Errol  Ryland, 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  F2 
Ft.  Garland,  CO  81 133. 


ain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
jed  the  merits  or  value  il  any.  of  this  property  Equal  Credit  and  Housing  Opportunity.  A  statement  and  offering 
ement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
le  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  !he  Secretary  of  State  has  in  any  way  passed 
in  the  merits  ol  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
ches  NYA86  1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
e  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
wing  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20537 


Forbes  Market/ 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00/sq.  ft. 


Modem  technology,  excellent  craftsmanship,  and  Ameri- 
can ingenuity  has  resulted  in  a  housing  design  with  stan- 
dard features  not  found  in  homes  selling  at  twice  the  price 


esl 


1'3 


Monte-: 


•  Fully  Intulatad 

•  Thermo  Pan*  Window* 

•  Cathedral  Calling* 

•  Exterior  Decks 


•  Built-in  Computer  Center 
which  allow*  th*  home 
to  perform  many  func- 
tion! for  the  occupant*. 

EAGLE  S  NEST  HOMES  is  seeking  district  representatives  to  establish  retail  sales 


•  Quality  Construction 

•  FHA  and  VA  Accepted 

•  Interior  Design 
Flexibility 


No  Real  Estate  License  Required 
Investment  Secured  by  Model  Home 


Defined  Territory 

Factory  Training 

Unlimited  Income  Potential 
Individual  selected  must  have  the  ability  to  purchase  Of  mortgage  a  $21500  model  home 
Home  may  be  lived  in  or  used  as  an  office. 


Call  Mr.  Farb 

Phone  #  (404)  479-9700 

P.O.  Drawer  1569.  Canton.  GA  30114-1569 


FINANCIAL  SERVICES 


IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 


FINANCIAL  GUARANTEES 

AND 
LETTERS  OF  COMMITMENT 

LBO 

LEVERAGED  BUYOUT 

FUNDS 

AVAILABLE 

Fast  Approval   •  Brokers  Protected 


th: 

TOWERS 

FINANCIAL 

COItl'Olt  UION 

v.,  on  < ,,.,„, 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  tree  information 


23131  VERDUGO  DRIVE 

LACUNA  HILLS.  CA  926S3-I342 

CALL  I-800-8S4-332I 


i     15.000  BUSINESSES 

FROM  COAST 

TO  COAST 

No  Broke'oge  Commisson 
"Quines  &  listings  weicoTie 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
bn  Free  800  327  9e>3C 
f  m  Flo  can  800  533  4663 


Business  Buyers  Network 


■^PVXfatTl  *  Thousands  ol  businesses 

~  M1U       nationwide 

MlflrS  •  Many  with  Owner  linancing 

"^^■^^■*^  •  No  commissions 

To  buy  or  list  call  toll  FREE 

1-800-223-3589 

In  NC  1-704  686  7354 


SHARING 


IS  CARING 


FINANCIAL  SERVICES 


BINDERS 


HARD  TO  BORROW? 

Guarantees  No  Loans 

MINIMUM:  $100,000.  5-20  YEARS 

THE  FINANCIAL  GUARANTY 

CORPORATION 

USA  (212)  486-2220 


Business  owners: 
Get  paid  overnight! 


We  buy  your  invoices  when  you  bill. 
No  upfront  fee. 

Call  1-800-421-0034 
212-769-3340 


ACCESS  CAPITAL  INC. 


SLIP  CASES 
OR  BINDER1 


In  red  and  gok 
leatherette. 

Slipcase:  $7.95 
three  for  $21.9 

Binders:  $9.95 

three  for  $27.9 

Add  $1  per  unit  postage  card 

handling.  Send  check  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 

Or  call  1-800-972-5858 


: 


HOW  TO  ADVERTISE  IN 


V 


Forbes  Market/ 


:■ 


REGULAR  CLASIFIED  LISTINGS:  All  listings  are  acceptec  Z 
at  the  discretion  of  the  Publisher.  Minimum  size  is  one  incf 
(14  agate  lines)  FORBES  will  typset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Minimun  size  fo 
display  of  two  inches  (28  agate  lines).  Must  be  submitted  as 
film  negative  or  camera-ready  mechanical  to  size. 

Box  numbers  provided  on  request.  There  is  no  charge  fo 
mailing  service  on  blind  ads. 


FORBES  MARKET/CLASSIFIED  is  published  in  the  firs 
issue  of  each  month.  Advertising  closing  date  is  one  montr 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  accompany 
order  unless  from  accredited  agency.  For  specific  require 
ments  send  for  order  form. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)620-2440 


r 


FAST  FACTS 

ABOUT  FORBES 
SUBSCRIBERS: 


♦Total  management:  74.7% 
♦Total  paid  circulation.  735,000 


♦Average  household  income:  $162,000 
♦Average  value  of  investment  portfolio:  $899,( 


brbes  Market/ 


WINE  CELLARS 


WINE  CELLARS 


INECELLARS-USA 


Seller  •  Original  American  Handmade 

Retail  YourCost 

3ottle  (Pictured) $2495  $1495 

iottle  2  French  Doors 3495    1995 

3ottle Twin  Unit  4495    2795 

3ottle  Vertical  1995    1195 

Bottle  Credenza  (2  door) 2495    1495 

Bottle  Glass  door  (not  handmade)  499 

Construction  •  Oak  Exterior  •  Redwood  Racks 

jlar  wine  racks  from  1 2  to  20,000  bottles.  Request  our  wines 

liar  catalog.  Lifetime  guaranty  on  racks,  5  y  r  on  compressor. 

ympic  Sales  Co.  since  1947 

l.LaBreaAve.,       Los  Angeles,  C  A  90036      Visa/AmEx/MC 
421-8045orinCA(213)937-3221     •     We  Ship  Anywhere. 


)MPUTER  SOFTWARE 


ART 


\N T IX  Portfolio  Evaluator 

irjlon.  5  Quantitative  Valuation 
$.  Cash  Flow.  Diversification. 
f  Analysis.  Track  Performance. 
Isslons.  Sold  Positions  Down- 
ipload  Data  Multiple  Portfolios 
ones    $69.     (800)  247-6354. 

i  N.   Port  Washington  Rd.. 
<aukee.  Wisconsin  53217 


ARTLOVER  WANTED! 
JAPANESE  WOODCUTS: 
•  HIROSHIGE  •  HOKUSAI 

for  sale,  $2500°°  ea.,  4-prints 

Bill  Rakocy  Studio 

P.O.  BOX  12921 

EL  PASO,  TEXAS  7991 2 


COMPUTERS 


16/hack-TANDY 


Our  10th  year  of  DISCOUNTS 
1PUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
Toll  Free  800-231-3680 

ITIARYfTlAC  INDUSTRIESINC 
22511  Katy  Fwy. 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


JEWELRY 


Ruth  Ashly  Fine  Jewelry  Design 

February  Special — Amethyst  Earrings 
Round  faceted  fine  Amethyst — I4K 
Gold — pierced  ear.  Total  weight  1.75- 
1.85  karat.  Cost  $165.00  includes  in- 
surance, shipping  and  handling  plus 
sales  tax  where  applicable.  Please  send 
your  name  &  address  and  make  checks 
payable  to:  Ruth  Ashly  Designs.  Box 
1042.  Haddonfield.  New  Jersey.  08033 


IUSINESS  SERVICES 


REAL  ESTATE 


:RAL  MAILERS  WILL  INCREASE 

YOUR  SALES  IF: 
smand  over  1000  "write-in"  leads 
)nth  •  Your  annual  budget  exceeds 
'or  leads  •  You  want  to  lower 
erson  turnover,  increase  morale. 
se  sales  and  lower  cost  of  acquiring 

cliem     (305)561-9101 


ELLANEOUS  FOR  SALE 

ESTMENT  GEMSTONES! 
lRANTEED  LIQUIDITY!!! 

holesale  catalog    Satisfaction  Gtd 
(■ears!  Member: 
Jewelers  Board  of  Trade 
Chamber  Commerce. 
HOUSE  OF  ONYX 
No.  One  Main  Street 
jreenville,  Kentucky,  42345 
OLL  FREE  1-800-626-8352 


AUCTION  !!! 

World's  Largest 
Feb.  10-12,  Walt  Disney  World,  FL 

Shopping  centers,  Development 

Communities,  Hotels,  Ocean  front, 

exhibits,  and  more  TO  BE  SOLD! 

Call  305/423-3300  for  Brochure. 

Matt  Mattson,  Auctioneer 

Real  Estate  One  Commercial,  Inc. 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gorgeous 

mountain  land.  Come  visit! 

Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


CORPORATE  SPECIALTIES 


CORPORATE  SPECIALTIES 


100%  cotton/Your  Logo! 

Call  Toll  Free  for  Free  Cloth  Samples 

The  biggest  difference  between  a  Queensboro  Shirt  and  a  Lacoste  or 
Lauren  polo  shirt  is  that  a  Queensboro  Shirt  comes  with  YOUR  logo  or 
A  novel  idea  in  a  world  crying  out  for  innovation,  minimum  order  j 
shirts,  100  shirts  cost  only  $16.50  ea.  For  a  price  list  brochure  and 
CLOTH  SAMPLES  call  1-800-84-SHIRT  (in  NY  718-782-0200). 
The  Queensboro  Shirt  Company 

Dept  F-6,  119N  11th  St,  Greenpoint,  NY  11211 


Ralph 
design, 
ust  six 

FREE 


Embroidered 
Caps 


•  Shirts 
•Jackets 


Call  for  FREE  Catalog 
ATT:  MS  EDEL 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 

San  Francisco  Embroidery  Works 

3952  Point  Eden  Way  •  Hayward,  CA  94545 


MERCHANDISE 


SALES/TRAINING 


Sales  Presentations 
Training  •  Meetings 


■■■■■■■■■■■I 


CUSTOM  SLIDES/OVERHEADS 

VISUAL  HORIZONS 
180  METRO  PARK 
ROCHESTER  NY    14673 
COLOR  CATALOG    |716|424  5300 


FREE 




Make  Your 

1  ,.■■■            j 

Two-Story 

i!  tfm% 

Home  A 

¥   mM 

One-Story 

Mm 

Home  With 

^«| 

"EL£VETTE"® 

^H 

"Elevette,"  a 

custom-built  resi- 

dence elevator 

serving  two  or 

HHHHNNHIH 

more  floors.  Tax 

deductible  if  doctor  recommended. 

Send  for  free  literature. 

Inclinator  Company  of  America 

Dept.  7,  P.O.  Box  1557 

Harrisburg.  PA  17105-1557 

Motivate  Employees 


FREE  color  cotolog  of  slides,  overheads, 
posters  and  videos  covering  Sales, 
Safety,  Customer  Service,  Orientation 
and  more ... 
■  Accent  Presentations,  Inc 

990  Highland  Dr.,  Suite  201 

Solano  Beach,  CA  92075 

1-800-222-2592 


STOP  SWEAT 
FOR  6  WEEKS 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 

^r       J"°     M*± 

We  II  narrow  your  closet 

m         i o  o  %W     ' 

k    classics  to  a  stylish  3  W  |or 

■  state  width)  Great  birth- 

JOJDO 

1         day  or  Christmas  gift 

m      i   M-  o  o  Q 

m  Send  S 1 3  50  for  each  set 

%MO  OOO      A 

f                           of  3  ties  to 

SLIM  TIES  CO. 

701  Weicn  Road.  Ste   1119B 

Paio  Alto  CA  94304                (415)  656-6262 

DRIONIC* -the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drionic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Covered 
by  health  plans.  Send 
for  free  information. 
Clinical  studies  avail- 
able to  physicians. 

GENERAL  MEDICAL  CO. 

Dept.  FOB-11 

1935  Armacost  Ave 

Los  Angeles,  CA  90025 


UNDERARMS 


arbes:  Capitalist  Tool® 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICAS  BUSINESS 


Streetwalker 


Edited  by  Thomas  Jaffe 


Cover  story  jinx? 

With  its  stock  down  from  223  in 
September  to  150,  some  inves- 
tors think  Merck  &  Co.  is  a  good  buy. 
But  a  growing  group  of  Wall  Streeters 
remains  skeptical  about  the  stock, 
which  even  at  its  present  price  has 
trebled  since  1985.  Although  Merck 
has  an  unrivaled  ability  to  develop 
major  drugs  and  get  FDA  approval,  its 
sales  skills  are  widely  seen  as  weak. 
Several  times  Merck  has  dropped  the 
ball  with  drugs  that  could  have  been 
blockbusters  with  proper  marketing. 
For  example:  Blocadren,  a  blood  pres- 
sure drug  billed  as  a  potential  $1  bil- 
lion product,  lost  in  heavy  competi- 
tion to  ICI's  Tenormin  ($400  million 
U.S.  sales). 

Recently  Merck  may  have  jeopar- 
dized its  flagship  product,  Vasotec,  by 
introducing  a  less  expensive  blood 
pressure  drug  and  licensing  it  to  ICI. 
Merck  Chairman  P.  Roy  Vagelos  ex- 
changed the  formula  for  rights  to  a 
diabetes  drug  still  in  development.  "A 
significant  blunder  for  Vagelos,"  says 
Merrill  Lynch's  Richard  Vietor. 
Meanwhile,  sales  of  Merck's  Meva- 
cor,  the  headline-grabbing  cholesterol 
reducer  approved  last  August,  have 
lost  momentum  in  the  face  of  two 
medical  studies  that  recommended 
alternative  treatments. 

Vagelos  has  tried  reorganizing  his 
sales  and  marketing  middle  manage- 
ment, but  Merck's  sales  reps,  on 
straight  salaries  and  small  bonuses, 
are  less  aggressive  than  other  firms'.  A 
top  salesman  at  Glaxo,  for  example, 
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Merck  (  batrman  Roy  Vagelos 

Marketing  is  the  problem. 
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can  make  $100,000  or  more — perhaps 
twice  as  much  as  at  Merck. 

Business  Week  and  Fortune  both 
trumpeted  Merck's  triumphs  on  re- 
cent covers.  Skeptics  say  this  kind  of 
accolade  is  an  almost  invariable  sell 
signal.  They  also  say  that  the  good 
news  is  already  in  the  price — Merck 
trades  at  19  times  earnings,  vs.  a  drug 
group  multiple  of  15 — and  that  the 
stock  is  vulnerable  to  an  upturn  in  the 
dollar,  or  significant  loss  of  market 
share. — Gary  Slutsker 


We  were  wrong  . . . 

And  then  we  were  right,  fust  before 
the  Oct.  19  crash,  Streetwalker 
agreed  with  stock  picker  Mario  Ga- 
belli  that  the  smaller  cellular  tele- 
phone franchisees  were  about  to  be 
plucked  off  by  the  regional  phone 
companies  and  other  big  cellular  oper- 
ators (Forbes,  Oct  26,  1987).  Came 
Black  Monday,  and  the  cellulars  took 
a  beating — American  Cellular  Net- 
work off  50%,  Cellular  Communica- 
tions off  48%,  Mobile  Communica- 
tions of  America  down  60%. 

In  the  last  few  weeks,  however, 
most  of  the  companies  are  back  al- 
most to  their  precrash  highs,  spurred 
by  interesting  bidding  wars.  On  Jan. 
25  BellSouth  bid  $564  million  (or  a 
tax-free  $24  a  share)  for  Mobile  Com- 
munications' cellular  and  local  radio 
paging  assets.  In  addition,  Mobile 
shareholders  were  to  receive  a  stub  in 
a  new  company  comprising  national 
paging  systems  and  other  odds  and 
ends,  worth  maybe  $2  to  $4  a  share. 
The  bid  valued  Mobile  at  $50  to  $60 
per  "pop"  (or  the  franchisee's  pro  rata 
share  of  the  population  inside  its  fran- 
chise area).  But  even  this  wasn't 
enough,  and  BellSouth  dropped  out  of 
the  running.  Among  the  suitors  ru- 
mored to  be  talking  to  Mobile  are  Lin 
Broadcasting,  McCaw  Communica- 
tions, Pacific  Telesis  and  Contel. 
Some  observers  predict  Mobile's  cel- 
lular franchises — in  the  desirable  Los 
Angeles  and  Houston  markets — will 
ultimately  go  for  nearly  $90  per  pop. 
Recent  Mobile  price:  26. 

Also  last  month,  Cellular  Commu- 
nications Inc.  announced  a  hostile 
$15.50-a-share  bid  for  51%  of  Ameri- 
can Cellular,  which  has  the  valuable 
"roaming''  franchise  for  the  highway 
corridor  between  Philadelphia  and 
New  York.  AmCell  shot  to  \&/*  o-t-c. 


as    Lin    Broadcasting    announced  i 
would  make  a  competing  offer. 

Gabelli  likens  the  wave  of  consoli 
dation  now  washing  over  the  cellula 
industry  to  the  clustering  that  ha 
been  taking  place  in  cable  TV  fran 
chises.  As  the  business  matures,  th 
big  operators  are  accumulating  an 
trading  pieces,  rationalizing  the  in: 
dustry.  Gabelli  says  it  is  especial! 
significant  that  conservative  Lin  ha 
now  entered  the  acquisitions  fray  ail 
ter  holding  off  for  the  last  few  years. 

Which  cellular  stocks  does  Gabelli 
now  like?  Those  he  owns  inclui 
Telephone  &  Data  Systems  (28%  oi 
the  Amex),  Century  Telephone  Enter 
prises  (21  Vi  NYSE)  and  a  big  indepen 
dent  wireline  franchisee,  Conte 
Corp.  (34»/2  NYSE). 
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Take  a  bow 

Between  1982  and  1986,  Cleve 
land's  M.A.  Hanna  Co.  (formerly 
Hanna  Mining)  ran  in  the  red.  Loss  fo 
1986:  $57.7  million,  $5.24  a  share. 

Fortunately,  Martin  (Skip)  Walker 
55,  formerly  of  Rockwell  Internation 
al,  took  over  as  Hanna 's  chairman  ir 
September  1986  and  has  done  a  splen 
did  job  turning  this  old  iron  ore  pro 
ducer  around.  He  sold  a  Brazilian  iror 
ore  facility  for  $72.5  million  and  shu: 
a  ferronickel  plant.  He  took  anothei 
big  writedown  on  Hanna's  drilling  ri& 
business  and  disposed  of  all  but  a  l°/d 
interest  in  WellTech,  an  oil  services 
firm.  Now  that  the  dust  has  settled 
Hanna's  only  significant  investments: 
in  natural  resources  are  50%  ol 
Colowyo  Coal  and  a  27%  stake  in  Iron 
Ore  Co.  of  Canada. 

What  did  Walker  get  into?  The 
polymer  business.  In  December  1986 
he  acquired  Burton  Rubber  Process- 
ing, which  specializes  in  customized 
polymer  compounding  for  the  rubber 
and  plastics  industries.  The  next  big 
deal  was  Allied  Color  Industries,  a 
supplier  of  plastics  colorants.  Other 
acquisitions  followed.  Today  over 
80%  of  Hanna's  sales  and  profits 
come  from  polymer-based  activities. 
The  company  has  roughly  20%  of  the 
U.S.  market  in  rubber  and  plastics 
compounding,  and  half  the  market  in 
custom  compounding.  As  new  uses 
for  these  materials  develop,  the  aero- 
space and  packaging  industries  should 
be  among  Hanna's  hot  new  markets. ' 

The  acquisition  spree  ran  Hanna's 
long-term  debt  from  $28  million  in 
1986  to  more  than  $200  million  now. 
But  Prescott  Ball  &  Turben  analyst 
James  Joyce  notes  that  1988  cash  flow 
should  run  at  over  $85  million  ($5  a 
share)  and  that  long-term  debt  ac- 
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t  nts  for  under  40%  of  total  capital. 
)yce  thinks  Hanna  earned  $2.25  a 
re  (adjusted  for  acquisitions  and 
incing)  last  year.  For  1988  he's  pre- 
ting  $3  a  share,  which  should  be 
ltered  by  Hanna's  $234  million 
3  a  share)  of  remaining  tax-loss  car- 
jrwards.   Yet  Wall   Street  hasn't 
;  ght  on.  Hanna's  nearly  18  million 
ky  diluted  shares  outstanding  (Nor- 
L.  Energy  Resources  owns  28%)  go 
i  just  19  Vi  on  the  Big  Board,  a  mere 
i  times  anticipated  earnings. 
•  .treetwalker  doesn't  see  many  bona- 
b  turnarounds.  Hanna  is  an  excep- 
ts a.  Congratulations,  Mr.  Walker. 


►ody  goody 

looking  for  a  recession-resistant 
I  consumer  goods  company  that 
inufactures  its  products  in  the  U.S., 
rry  Gluck  of  Ladenburg,  Thalmann 
Co.  has  come  up  with  Goody  Prod- 
ts,  Inc.  Based  in  Kearny,  N.J., 
iody  makes  hair  care  accessories — 
srything  from  barrettes,  rollers  and 
:mbs  to  hairbrushes,  shower  caps 
d  pony  tail  holders.  These  are  sold 
jstly  in  discount,  variety  and  drug- 
)res,  as  well  as  in  supermarkets. 
Goody  is  small — estimated  sales 
;t  year  were  just  $  1 92  million — but 


x>dy  Products  products 
roomed  for  growth. 


enty  aggressive.  Since  1984  the 
impany  has  acquired  Ace  Comb; 
pti-Ray,  a  sunglasses  distributor; 
uray,  in  cosmetics  cases,  travel 
igs,  beauty  aids  and  accessories;  and 
etty  Neat  Products,  a  maker  of  cos- 
etics  organizers,  hair  care  accesso- 
:s  and  nail  care  items. 
Gluck  figures  earnings  rose  50% 
st  year,  to  $1.80  a  share.  This  year 
:  expects  $2.25  a  share.  Recently  17, 
oody's  6.4  million  o-t-c  shares  (61% 
vned  or  controlled  by  the  founding 
oodman  family)  sell  for  just  over 
df  of  sales  and  7.5  times  Gluck's 
>88  earnings  estimate.  Goody. 
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DIVERSIFY 


T.  Rowe  Piice  International  Bond  Fund  offers  diversification  by  invest- 
ing in  high-quality  foreign  bonds,  which  often  move  counter  to  U.S.  markets. 
For  10  years,  many  overseas  bonds  have  delivered  higher  returns  than  U.S. 

bonds* .  Yield  and  price  will  vary.    , , 

Daily  liquidity  through  free  x  ■»«««-  o^o  inn  c  o^,^  c,  n^r,™^  \*n  inm 

check  writing  and  free  telephone 

exchange  at  the  then  current  net 

asset  value.  $1,000  minimum 

($500forIRAs). 

No  sales  charges! 


Mail  coupon  for  a 
free  information  kit  or  call 

1-800-638-5660. 


Rowe  Price.  100  E.  Pratt  St..  Baltimore.  MD  21202 

Send  me  a  prospectus  with  more  complete  infoimaaon. 
including  management  fees  and  other  charges  and 
expenses  I  will  read  it  carefully  before  I  invest  or  send 
money 

Name 


Address 


City /State/Zip 


IBF000181 


Invest  With  Confidence 

TRoweRice 


*  Based  on  the  arithmetic  average  of  yearly  returns  for  the  period  1975-1986.  Source:  Ibbottson 
Associates,  Inc.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


THE  STRONG  APPROACH 


SAFETY 
FIRST 


Effective  yield* 

6.90% 

Current  yield* 


Is  safety  important  in  your  investments?  The 
Strong  Money  Market  Fund  gives  you  the 
stability  of  a  money  market  investment,  com- 
petitive yields,  and  convenience.  You  get  free 
checkwriting,  24-hour  service,  and  access  to 
your  money  any  time  you  want  it — there's 
never  a  penalty  for  early  withdrawal.  The 
Strong  Money  Market  Fund:  when  you're 
looking  for  safety  first. 

1  800  368-3863  call  any  time,  any  day! 

For  more  complete  information,  including  charges  and  expenses  (no  sales 
charge  or  redemption  fee),  call  the  toll-free  number  or  write  for  a  free 
prospectus.  Please  read  it  carefully  before  you  invest  or  send  money,  and 
remember  there  are  differences  in  investments  other  than  yield. 

I  am  also  interested  in :    □  IRAs    □  Pension  or  Profit  Sharing  Plans 

STRONG  MONEY  MARKET  FUND 

FBF220288  P.O.  Box  2920,  Milwaukee,  WI  53201 


'  The  Strong  Money  Market  Fund's  current  yield,  6.90% ,  is  determined  by  annualizing  the  Fund's 
net  investment  income  over  the  7-day  period  ending  1/2 1/88,  and  dividing  by  $  1 .00.  The  effec- 
tive yield  is  calculated  indentically,  except  that  income  earned  is  assumed  to  be  reinvested. 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 
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Cosmopolitan  22 

Country  Folks 106 
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Duray  147 
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Economist  Newspapers  34 
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liuiustn.il  Equity  Pacific  5 

Insurance  Forum  6 
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Isuzu  9 
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Jones  New  York  5 

K  mart  63,   13* 
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ASSET. . .  OR  LIABILITY? 

Your  help  can  make  all  the  difference. 


Louis  Harris  and  Associates  recently 
surveyed  adults  who  were  members  of  Boys 
Clubs  during  their  youth.  The  results: 

.  .  .3  out  of  4  report  their  Club  experience 

helped  them  avoid  trouble  with  the  law. 

...A  substantial  majority  say  the 

Club  helped  them  in  school  and  to 

learn  leadership  skills. 

. .  .9  out  of   10  believe  the  Club  is 

important  to  success  in  later  life. 

.  .  Today,  2  out  of  3  former  Club        BOYS 


members  are  professionals,  managers, 
skilled  workers,  proprietors,  or  in  sales. 

The  research  is  overwhelming  proof  that 
Clubs  help  young  people  gain  self-esteem 
and  develop  the  motivation  to  become  pro- 
ductive citizens  and  leaders. 

Clubs  rely  almost  exclusively  on 
private,  voluntary  contributions. 
Support  your  local  Boys  Club.  It's  a 
sound  investment  in  today's  youth 
CLUB        and  America's  future. 


The  Club  that  beats  the  streets. 


_ 


Flashbacks 


Edited  by  Dero  A.  Saunders 


'  "The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

nm  the  issue  of  March  1,  1928) 

"he  general  bank  discount  rate  in 
is  country  is  now  definitely  estab- 
;hed  on  the  4%  basis,  and  nobody 
ems  to  have  been  much  harmed  by 
e  advance  so  far.  As  a  matter  of  fact, 
e  only  result  should  be  checking  of 
leculation  in  the  security  markets, 
pecially  the  stock  market.  Business 
id  industry  have  nothing  to  fear 
am  moderately  higher  rates.  The 
ock  market  most  decidedly  has." 

Plans  are  going  forward,  perhaps 
ther  slowly,  for  the  establishment 
:  an  airport  in  the  vicinity  of  New 
ork  City.  Metropolitan  officials  ap- 
iar  finally  to  have  agreed  on  a  tract 
nown  as  the  Mill  Basin-Barren  Island 
:ea,  which  is  located  in  Jamaica  Bay, 
>  the  site  of  New  York  City's  first 
Dmmercial  airport.  The  New  York 
fficials  have  authorized  an  original 
xpenditure  of  $500,000  for  immedi- 
te  development  of  the  ground." 

if ty  years  ago 

•rom  the  issue  of  March  1,  1938) 

Weekly  salaries  of  clerical  workers  in 
lew  York  City  averaged  $30.89  in 
lay  1937.  Typists  formed  the  lowest 
alary  group,  with  an  average  of  $22.67, 
low  of  $10  and  a  high  of  $47.30. 
lighest  salaries  were  paid  to  accoun- 
ants,  who  averaged  $52.14,  with  a  low 
f  $18.46  and  a  high  of  $225." 

I  dread  reaching  the  obituary  page  of 
ny  morning  newspaper,  so  very,  very 
ften  is  recorded  the  sudden  passing 
f  men  frequently  in  their  50s  or  early 
>0s.  Gentlemen,  it  isn't  worth  it.  Af- 


PROM  J2MEG  II  TO  THE 
HEW  DESL 


TMI  OLDEST  tUSINff! 
ESTABLISHMENT  IN 
THE  UNITED  STATES 
IS  THE  PEKOT  MALT- 
ING COMPANY  AT 
PHILADELPHIA,  PA. 
POUNDED  IN  1607 
AND  NOW  OPEJtATED 
■Y  THE  STM  AHD  *TH 
GENERATIONS  OF 
THE  PEROT  FAMILY. 


ter  acquiring  a  competency  for  one's 
dependents,  after  having  carried  a 
heavy  load  for  many  years,  the  man 
who  does  not  turn  more  and  more  to 
doing  the  things  in  life  he  enjoys  do- 
ing is,  my  observation  and  experience 
convince  me,  a  fool." 

— B.C.  Forbes 

Twenty-five  years  ago 

(From  the  issue  of  March  1,  1963) 

"Americans  predictably  catch  a  bil- 
lion colds  per  annum,  and  in  the  raw- 
est winter  in  years  they  were  sneezing 
and  coughing  more  than  ever.  Before 
the  cold  season  is  done,  they  will  have 
sniffed,  gargled,  rubbed  in  and  swal- 
lowed some  $350  million  worth  of 
such  do-it-yourself  medications  as 
Listerine  (Warner-Lambert),  Vicks 
(Richardson-Merrell),  Coricidin 

(Schering)  and  plain  old  aspirin." 


ohn  D.  Rockefeller  Jr.  ( left )  with  sons  David,  Nelson,  Winthrop,  Laurance,  fohn  D.  3rd 


"Silver  is  destined  to  rise  from  a  re- 
cent price  of  $1.26  a  fine  ounce  to  its 
'theoretical'  ceiling  of  $1.29,  where  it 
becomes  cheaper  to  melt  down  silver 
dollars  than  buy  on  the  open  market. 
So  agree  London's  Samuel  Montagu  &. 
Co.  and  New  York's  Handy  &  Har- 
mon, two  of  the  world's  leading  silver 
dealers.  As  basic  reason  for  the  climb, 
Handy  &  Harmon's  annual  review 
noted  that  world  consumption  of  290 
million  ounces  last  year  topped  world 
output  by  some  91  million  ounces." 

Ten  years  ago 

(From  the  issue  of  February  20,  1978) 

"The  bad  press  South  Korea  has  been 
getting  lately  has  obscured  the  fact 
that  President  Chung  Hee  Park's 
country  is  in  fantastic  economic 
shape.  The  gross  national  product  has 
tripled  in  real  terms  since  1965 — to 
$22  billion — and  is  growing  at  9%  to 
10%  a  year.  It  now  stands  at  double 
that  of  North  Korea,  the  original  in- 
dustrial heartland  of  the  now-divided 
country.  Seoul's  industrial  produc- 
tion, which  has  expanded  into  steel, 
petrochemicals,  fertilizers  and  ship- 
building, is  growing  by  25%  a  year. 
With  foreign  sales  soaring  at  a  45% 
annual  rate  of  increase,  Park's  coun- 
try has  managed  to  keep  its  current 
accounts  nearly  in  balance  despite 
importing  $11  billion  worth  of  new 
machinery  since  1970." 

"There  are  tremendous  values  in  the 

stock  market,  but  in  buying  stocks,  not 
entire  companies.  Buying  companies 
tends  to  raise  the  purchase  price  too 
high.  Don't  be  misled  by  the  few 
shares  trading  at  a  low  multiple  of  6  or 
7.  If  you  try  to  acquire  those  compa- 
nies the  multiple  is  more  like  12  or 
14.  And  management  will  say:  'If  you 
don't  pay  it,  someone  else  will.'  And 
they  are  right.  Someone  else  does." 
— Teledyne  Founder  Henry  Singleton 

"As  1978  began  there  were  98  million 
men  and  women  in  the  U.S.  work 
force,  fust  under  20  million  of  them 
were  dues-paying  members  of  a 
union.  Despite  the  fact  that  the  econ- 
omy generated  6  million  new  jobs  be- 
tween 1974  and  1977,  there  are 
500,000  fewer  U.S.  union  members 
today  than  four  years  ago.  Union  labor 
now  represents  a  smaller  proportion 
of  the  work  force — just  20% — than  at 
any  time  since  World  War  II." 
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Let  everyone  witness  how 
many  different  cards  fortune 
has  up  her  sleeve  when  she 
wants  to  ruin  somebody. 
Benvenuto  Cellini 


Who  has  good  luck  is  good, 
who  has  bad  luck  is  bad. 
Bertolt  Brecht 


Some  people  are  so  fond  of  ill-luck 
that  they  run  halfway  to  meet  it. 
Douglas  Jerrold 


Anything  that  is  worth  doing 
has  been  done  frequently.  Things 
hitherto  undone  should  be  given, 
I  suspect,  a  wide  berth. 
Max  Beerbohm 


Calamities  are  of  two  kinds: 
misfortune  to  ourselves  and 
good  fortune  to  others. 
Ambrose  Bierce 


I  must  complain  the  cards  are 
ill-shuffled  till  I  have 
a  good  hand. 
Jonathan  Swift 


Experiences  are  savings  which 
a  miser  puts  aside.  Wisdom  is 
an  inheritance  which  a 
wastrel  cannot  exhaust. 
Karl  Kraus 


It  has  been  said  that  misfortune 
sharpens  our  wits,  but  to  the 
extent  that  it  does  so,  it  makes 
us  worse;  fortunately  it  often 
simply  dulls  them. 
Friedrich  Nietzsche 


To  believe  in  luck,  were  it  not 
a  solecism  so  to  use  the  word 
'believe,'  is  skepticism. 
Ralph  Waldo  Emerson 


Greater  dooms  win 
greater  destinies. 
Heraclitus 


Thoughts 

on  the  Business  of  Life 


Of  course  there  is  such  a  thing  as 
luck — it  is  all  around  us,  it  is  with  us 
every  day.  The  world  is  streaked  with 
sheer  bad  luck.  But  there  is  so  much 
bad  luck  that  everyone  suffers  from  it 
at  times,  the  so-called  luckiest  as  well 
as  the  un luckiest.  And  that's  the  point 
of  it — opportunity,  the  opposite  or 
counterpart  of  bad  luck,  comes  and 
goes,  the  bad  alternating  with  the 
good.  Success  lies  in  taking  your  bad 
luck  cheerfully,  and  in  never  letting 
your  good  luck  go  by. 
B.C.  Forbes 


People  don't  ever  seem  to 
realize  that  doing  what's 
right's  no  guarantee 
against  misfortune. 
William  McFee 


Seeing  she  could  not  make 
fools  wise,  fortune  has 
made  them  lucky. 
Michel  de  Montaigne 


Most  of  our  misfortunes  are 
comments  of  our  friends 
upon  them. 
Charles  Caleb  Colton 


We  should  manage  our  fortune  as 
we  do  our  health — enjoy  it  when 
good,  be  patient  when  it  is  bad, 
and  never  apply  violent  remedies 
except  in  an  extreme  necessity. 
La  Rochefoucauld 


More  than  6.000  'Thoughts. "  indexed  by 
author  and  subject,  are  available  m  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to:  Forbes  Inc..  60 Fifth  Ave..  New  York. 
N.  Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Characters  that  are  depressed 
at  a  mere  nothing  are  the 
kind  best  suited  to 
endure  heavy  blows. 
Cesar  Pavese 


The  luck  of  having  talent  is 
not  enough;  one  must  also 
have  a  talent  for  luck. 
Hector  Berlioz 


Fortune  does  not  change  men; 
it  unmasks  them. 
Madame  Necker 


We  must  know  how  to  perform 
the  foolishness  that  our 
characters  require. 
Nicolas  Chamfort 


We  must  master  our  good  fortune, 
or  it  will  master  us. 
Publilius  Syrus 


In  relation  to  any  act  of  life, 
the  mind  acts  as  a  killjoy. 
E.M.  Cioran 


I 


J 


1 
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A  Text . . . 

Yet  man  is  born  unto 
trouble,  as  the  sparks 
fly  upward. 
Job  5:7 


Sent  in  by  C.F.  Griffin,  Atlanta,  Ga.  What's 
your  favorite  text?  Trie  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of  Life  is 
presentee!  to  senders  of  texts  used. 


No  man  can  smile  in  the  face 
of  adversity  and  mean  it. 
Ed  Howe 


The  fellow  that's  pleased 
with  everything  either  don't 
cut  any  ice  or  has  something 
up  his  sleeve. 
Kin  Hubbard 
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OTHER  CAR  COMPANIES  PUT  THEIR  . 

RACING  TECHNOLOGY  INTO  THEIR  PASSENGER  CARS 
AT  SAAB,  WE  GO  A  STEP  FURTHER.  ' 

WE  PUT  IN  THE  ACTUAL  ENGINE. 


u> 


( )n  the  top:  one  of  the  Barber-Saab  Pro  Series  drivers  bringing  home  the  bacon  with  his  turbocharged. 
16-valve,  twin-overhead  cam,  fuel-injected,  two-liter,  high-performance  Saab  engine. 

On  the  bottom:  one  of  the  thousands  of  Saab  9000  Turbo  owners  bringing  home  the  groceries  with  the 
very  same  engine. 

An  engine  that,  when  you're  getting  on  a  parkway,  can  get  you  from  0  to  60  in  a  reassuring  7.6  second: 
An  engine  whose  turbocharger  allows  you  to  "pass"  with  confidence. 

But  this  kind  of  "active  safety"  isn't  the  only  reason  why  we  at  Saab  feel  a  car  as  elegant  as  the  9000 
should  have  such  a  spirited  engine.  With  a  rallying  history  that  dates  back  to  Saab's  birth  in  1949,  we've  always 
been  firm  believers  in  the  sheer  joy  of  driving. 

You  see,  at  Saab,  building  cars  isn't  something  we  do  just  for  a  living. 
It's  l :  ,ore  of  a  way  of  life.  The  »u>si  mteUigmt  em  mm  bwit 

v    .1  eteunf  Sub 9000 Serie* rugs*  (ram S23.337fal  theMMStoWlMlfa  the  yiHX)  Turbo  Mfct   ^uhk  rt-uiJ  prices  not  includinn  tan •,  fcceaae,  freight,  dealer  charRes  or  options.  Pnotl 
I  opyrtght  lwu  b\  Sub  Si  .«.<  ol  America,  Inc 
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^andbemote 


success 
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We're  Ready 

Dale  Carnegie®  is  ready  to  help  you  do  both.  Let  us 
show  you  how  to: 

•  Sharpen  the  personal  skills  that  put  you  in 
control  of  business  and  social  situations 

•  Pursue  your  goals  more  efficiently  and 
effectively 

Dale  Carnegie  Training®  can  show  you  how  to 
speed  up  your  personal  development.  It  can  help 
you  deal  better  with  other  people  in  any  setting. 

The  Dale  Carnegie  Course®  In  Effective 
Speaking  and  Human  Relations 

In  The  DALE  CARNEGIE  COURSE  IN  HUMAN 
RELATIONS  AND  EFFECTIVE  SPEAKING,  people 
leam  to  understand  themselves  better,  and  gain 
self-confidence.  They  become  more  decisive.  They 
better  direct  their  personal  lives  and  have  more 
success  in  their  business  lives. 

The  Dale  Carnegie 
Management  Seminar® 

In  our  MANAGEMENT  SEMINAR,  we  help 
participants  understand  what  motivation  is  and 
now  to  trigger  in  others  the  desire  to  become  self- 
motivateclManagers  leam  to  obtain  outstanding 
results  from  their  people  through  willing 
cooperation. 


The  Dale  Carnegie  Sales  Course® 

In  The  SALES  COURSE  we  focus  on  motivational 
selling.  Participants  leam  essential  human  relations 
principles  and  how  to  apply  them  to  the  art  of 
selling.  Then  they  sell  more  than  ever  before. 

Lifelong  Skills 

All  of  our  training  focuses  on  communication, 
human  relations,  and  self-confidence. 
Participants  in  Dale  Carnegie  Training  leam  self- 
motivation,  persuasion,  and  organization. 

Proven  Results 

Since  1912,  over  three  million  men  and  women  in 
diverse  businesses  and  occupations  have  come  to 
Dale  Carnegie  to  leam  how  to  improve 
themselves,  their  businesses,  and  their 
organizations. 

Isn't  that  what  you  want,  too?  Let  us  help  you  sur- 
vive and  succeed  in  1988. 

For  your  free  copy  of  our  booklet  that  outlines  the 
objectives  and  benefits  of  our  courses,  call  toll-free 
(800)  231-5800.  In  Texas,  (800)  392-2424.  Or  write 
directly  to  the  address  below. 


DALE  CARNEGIE 
&  ASSOCIATES.  INC 

6000  Dale  Carnegie  Drive  (PVT) 
Suite  328  F 
Houston,  Texas  77036 


Tntrodhdng  BPAmerica. 
ITd  make  all  the  parts  run 
smoothly  takes  more  than 

alltl   lA    /'"Yl  I         BPAmerica  is  the  dramatic  synthesis  of  two  very  complement; 
If-1   111  companies. 

^vi^v/   V^AJ.«  BR  the  original  developer  of  oil  in  the  Middle  East  and  the 

North  Sea,  is  known  as  a  great  explorer  and  producer. 

Standard  Oil,  the  original  Standard  Oil  Company  founded  118  years  ago  by  John  D.  Rockefellei 
recognized  as  an  outstanding  refiner  and  marketer. 

Together,  these  skills  provide  the  best  of  both  worlds  in  the  volatile  business  of  oil. 
But  this  balance  of  oil  expertise  is  not  the  only  benefit.  A  focused  diversity  of  other  businesses 
helps  to  balance  BP  America's  total  corporate  portfolio. 

Today,  BPAmerica,  located  in  Cleveland,  Ohio,  is  a  major  partner  in  a  global  enterprise.  Its  futi 
will  be  shaped  by  the  combined  strengths  of  two  great  companies. 
It  is  the  best  of  both  worlds. 


Every  day.  BPAmerica  pumps 
more  than  800.000  barrels  of 
crude  oil  and  natural  gas 
liquids  Our  net  proven  reserves 
now  total  more  than  2.9  billion 
barrels  And  the  search 
continues  for  new  oil  in  Alaska, 
California,  and  the  Gulf 
of  Vexico 


Our  Old  Ben  Coal  subsidiary  supplies  electric  utilities  and 
other  major  customers  with  a  dependable  source  of  energy. 
New  state-of-the-art  mining  equrpment  is  lowering 
our  costs 


Acrylomtnle,  acetic  acid,  and  ammonia  are  basic  chemicals 
used  by  industries  as  diverse  as  textiles,  plastics,  paints 
and  agriculture  BPAmerica  is  a  major  producer  and 
marketer  of  these  and  other  chemicals 


BP  Minerals  America  is  modernizing  the  huge  Binghc 
Canyon  mine  in  Utah  to  make  it  become  one  of  the  w 
lowest-cost  producers.  In  Canada,  our  QIT  subsidiai 
the  world's  leading  producer  of  titanium  dioxide  slag 
the  pigment  industry.  We  also  have 
major  gold  and  silver  interests. 


BPAmerica  owns  50%  of  the  800-mile  Trans  Alaska  pipeline  Within  the  Lower  48  States,  we  use  a  network  of  more  than  11,400  miles  of  pipeline,  owning  d i ret I 
more  than  2,300  miles  We  also  operate  a  large  fleet  of  U  S  -flag  tankers,  bringing  oil  from  Alaska  to  ports  on  the  West  Coast  and  the  Gulf  of  Mexico. 


MARCH  7,  1988 
VOLUME  141 
NUMBER  5 


THE  EDITORIAL  INDEX  OF 
COMPANIES  REFERRED  TO  IN  THIS 
ISSUE  IS  ON  PAGES  196  AND  197. 


COVER  STORY 

105  Your  Problem,  Their 
Opportunity 

By  Laura  Saunders 
with  Jonatlxin  Clements 
Why,  in  the  name  of  reform,  a  compli- 
cated income   tax  system?   Because 
complexity  bestows  influence  and  af- 
fluence on  those  who  master  it. 


COMPANIES 

38  A  Jerry-Built  Structure 

By  Howard  Rudnitsky 

and  Matthew  Schifrin 

After  billions  in  Drexel   financing, 

Southmark  is  in  deep  trouble. 

49  Is  The  Grass  Really  Greener? 

By  Lisa  Guhernick 

Lorimar-Telepictures  Corp.  bombs  in 
straight  movies.  Why,  besides  ego- 
tripping,  does  it  keep  trying? 


52  No,  Thank  You,  Paine  Webber 

By  Richard  Behar 

Dino  De  Laurentiis'  film  company  is 
in  ruins,  but  some  friends  and  rela- 
tives are  sitting  pretty. 

60  Stocks  and  Socks 

By  Steve  Weiner 

Sears,  Roebuck  is  finally  learning  how 
to  persuade  folks  who  like  its  refriger- 
ators to  buy  its  mutual  funds. 

68  Hungry  Again 

By  James  Cook 

Has  the  pain  of  digesting  Gulf  spoiled 

George  Keller's  taste  for  acquisitions? 

72  The  Trader 

By  Subrata  N.  Chakravarty 
Deconglomeration  at  J.B.  Fuqua. 

78  The  Up  &  Comers: 

Rhinestone  Hightops,  Anyone? 

By  Ellen  Paris 

"I'm  from  the  fashion  business,"  says 
L.A.  Gear's  Robert  Greenberg.  He's 
not  kidding.  Also:  Dell  Computer 
Corp.;  Health  Tec  Inc. 

96  A  Better  Mousetrap? 

By  James  Cook 

Is  ready-to-assemble  furniture  revolu- 
tionary? Ask  Paul  Bush. 


98  We  Sell  Service,  Not  Products 

By  Ruth  Simon 

Sun  Distributors'  neat  niche. 

120  Today  Washington, 
Tomorrow . . . 

By  Janet  Novack 

MNC  Financial  gets  aggressive. 

123  McArt 

By  Matthew  Schifrin 

Meyer  Blinder's  son  sells  lithographs 

the  way  his  dad  sells  stocks. 

140  Making  Book 

By  Laura  Jereski 

Why  does  the  market  give  Houghton 

Mifflin  such  a  haughty  multiple? 


INDUSTRIES 

117  Caution:  Radioactive  Corpse 

By  Marc  Beauclximp 

Nuclear  power's  expensive  funeral. 


IDEAS 

116  Mr.  Infallible 

By  Peter  Brimelow 

A  Forbes  editor  debates  Ravi  Batra. 


DEPARTMENTS 

COLUMNISTS 

MONET  &  INVESTMENTS 

6    Side  Lines 

183    Ben  Weberman 

29    What's  Ahead  For  Business 

8    Follow-Through 

184    Susan  Lee 

30    The  Forbes  Index 

12    The  Informer 

186    Kenneth  L.  Fisher 

175    The  Forbes/ Wilshire 

14    Readers  Say 

190     Ashby  Bladen 

5000  Review 

17     Fact  and  Comment 

192    Mark  Hulbert 

178    The  Forbes/TUCS  Institutional 

22     Other  Comments 

Review 

25    Fact  and  Comment  II 

199    Flashbacks 

200    Thoughts 

Covet  illustration  by  Gary  Hallgren 

FORBES,  MARCH  7,  1988 


BP  America  is  the  nation's  largest  supplier  of  bunker  fuels  to  the  marine  industry.  We  have  terminals  in  most  major 
US  seaports  We  also  provide  fuel  to  domestic  and  international  airlines  at  more  than  70  airports  across  the  country. 


BP  America  sells  gasoline  and  diesel  fuel, 
lubricants,  natural  gas,  and  many  other 
petroleum  products.  Prime  brand  names 
are  Sohio,1  Boron,1  BP,"-  and  -  in  eight 
southeastern  states  -Gulf*  Retail 
outlets  include  1,400  owned  and  operated 
service  stations  and  6,700  other  retail 
stations. 


BP  America's  refineries  are  exceptionally 
productive  and  last  year  operated  at  92% 
capacity,  compared  with  an  industry 
average  of  83% 


Our  lightweight  composites,  and  other  advanced  material 
technology,  are  finding  a  ready  market  in  aerospace,  automotive, 
and  marine  industries  And  we  are  an  innovator  in  high- 
temperature  structural  and  electronic  ceramics. 


BP  AMERICA 

THE  BEST  OF  BOTH  WORLDS 
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The  Swami  With  The 
Golden  Touch 

Pranay  Gupte 

mysterious  Egyptian  pulls  a  fast  one 
:  a  powerful  British  industrialist. 

As  I  See  It: 

All  The  World's  A  Bank 
i  Edwin  A  Finn  Jr. 

le  dollar  has  bottomed,  according  to 
rrency  expert  Robert  Roosa. 
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,  Ridxird  I  Stern  and  Kathy  Murray 
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8  It's  Still  Pretty  Crazy  Out  There 

Ridxird  L.  Stent  and  Charles  Harriett 
ew  issues  were  even  rougher  on  in- 
stors  than  other  stocks  last  year. 


144  Too  Few  Deals 

By  Laura  Jereski 

Despite  sagging  returns,  big  money 

still  seeks  venture  capital  funds. 

180  The  Funds:  Bond  Voyage 

By  John  Heitts 

Thinking  about  global  bond  funds? 

194  Streetwalker 

Syntex  Corp.;  Helvetia  Fund;  big  oils; 
chemicals;  CareerCom  Corp. 

76  On  The  Docket 

Finley,  Kumble  pays  the  piper. 
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88  Dictionary,  Please 

By  Penelope  Wang 

Quick,  what's  the  difference  between 
"extraordinary,"  "special,"  "unu- 
sual" and  "nonrecurring"  items? 
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148  Office-In-A-Box 

By  John  Merwin 

A  home  market  for  office  machines. 

150  A  Disease  Called  Entertainment 

B] '  Jeffrey  <  A.  Trachtei  iherg 

What  David  Ogilvy  sees  these  days 

often  makes  him  unhappy. 
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By  Gary  Slutsker 

There  are  two  ways  to  make  deter- 
gents "new  and  improved."  One  of 
them  really  makes  clothes  cleaner. 

158  Who's  On  Second? 

By  Kathleen  K.  Wiegner 
Must  the  maker  of  a  popular  comput- 
er chip  let  others  in  on  it? 
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162  Check  Out  Your  Money  Mentors 

By  Michael  Fritz 

More  financial  advisers  and  planners 
must  tell  all — or  else.  Also:  Replacing 
remote  controls;  vaccination  for 
adults;  Sotheby's  art  market  trends. 
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168  Boring  All  The  Way  To  The  Bank 

By  William  P.  Barrett 
An  actuary,  goes  the  old  saw,  is  some- 
one too  boring  to  be  an  accountant. 
Don't  you  believe  it. 
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It  can  only  get  worse 

It's  that  time  of  year  when  the  preparation  of  tax  returr 
becomes  a  national  headache.  It's  depressing  and  there's  n 
escape:  Those  of  us  who  aren't  spending  much  of  our  spare  tin 
getting  records  in  order  are  beset  with  guilt  for  our  idlenes 
This  year's  taxes  will  cost  many  people  less  money  but  moi 
grief  than  last  year's.  Why  does  the  situation  keep  getting  moi 
and  more  complicated?  In  "One  man's  problem  is  another 
opportunity"  Laura  Saunders,  with  Jonathan  Clements,  tel 
how  a  bias  toward  ever  greater  complexity  is  built  into  ti 
system.  If  you  think  this  tax  code  is  convoluted,  wait  until  yc 
see  the  next  one.  Story  starts  on  page  105. 


Pablo  Bartholomew  Gamma  Luii 


Chandra  Stvami 


The  swami  is  in  jail 

Never  have  national  borders  been  as  po- 
rous as  today,  especially  so  for  money, 
which  now  moves  from  country  to  coun- 
try, continent  to  continent  on  computer- 
generated  electronic  impulses,  its  prove- 
nance and  ultimate  ownership  virtually 
untraceable.  At  a  time  when  billions  in 
foreign  capital  is  flowing  into  the  U.S.  to 
buy  .American  assets,  this  is  a  matter  of 
great  concern  to  all  of  us.  In  this  issue 
Pranay  Gupte  reports  on  some  bizarre 
charges  regarding  the  sale  of  Harrods,  the 
U.K.'s  most  famous  merchant.  The  story 
is  an  account — as  much  from  James  Bond  or  the  theater  of  tl 
absurd  as  from  life — of  claims  and  counterclaims  involvii 
secret  tape  recordings,  foreign  intrigue  and  such  personalities . 
British  Prime  Minister  Margaret  Thatcher,  the  Sultan  of  Brunc 
industrialist  R.W.  (Tiny)  Rowland,  a  pair  of  wealthy  Egy 
tians — and  a  mysterious  and  venal  Indian  swami.  Gupte, 
veteran  foreign  correspondent,  visited  Britain,  India,  Egypt  ar 
Jordan  to  get  "The  swami  with  the  golden  touch."  Page  34. 

Company  reports 

What's  going  on  in  the  corporate  world?  In  this  issue,  as  in  eve 
issue,  Forbes  offers  a  varied  menu  of  reports.  For  example: 

In  "They  buy  their  stocks  where  they  buy  their  socks"  (p. 
Steve  Weiner  writes  about  how  Sears,  Roebuck  is  learning 
use  its  unique  and  greatest  asset  more  effectively  and  sho 
that  merchandising  and  financial  services  can  work  together 

Howard  Rudnitsky  and  Matthew  Schifrin  report  on  Sou 
mark;  that  $10  billion  mass  of  assets  put  together  in  boo 
markets  is  like  a  fish  out  of  water  in  the  postcrash  era.  "A  je 
built  structure"  starts  on  page  38.  On  page  140,  Laura  Jeres 
looks  at  publisher  Houghton  Mifflin,  whose  stock  recently  si 
up  on  takeover  rumors 

After  the  difficulties  it  had  digesting  Gulf  Oil,  a  lot  of  peo] 
figured  Chevron  would  quit  the  acquisition  game.  Not  so,  sa 
Jim  Cook.  In  "Hungry  again"  he  tells  why  Chevron  has  decidj 
to  keep  its  debt  at  a  relatively  high  level  and  use  its  steadi 
increasing  liquidity  to  shop  for  additional  properties.  Page  68 

Can  U.S.  companies  compete  with  Pacific  Rim  companies 
relatively  low-tech  products?  In  "We  sell  service,  not  product 
Ruth  Simon  tells  how  Specialty  Metals,  of  Lenexa,  Kans., 
doing  exactly  that.  Page  98 
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It's  time  to  face  the  future. 


Anti-Wrinkle  Defense  Formula 

The  best  offense  is  a  good  defense: 

Anti-Wrinkle  Defense  Formula.  It  guards  your  skin 

against  wind,  sun,  heat  and  cold.  And  its  soothing, 


your  skin's  support  system— help  it  stay  young- 
looking  as  long  as  possible.  All  you  have  to  do  is 
smooth  it  on— we  made  it  just  that  easy.  Because 
we  knew  you  wouldn't  have  it  any  other  way. 
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Follow-Through 


One  thing 

after 

another 

Nov.  16,  1987 
Aug.  11,  1986 


In  the  fall,  its  deteriorating  custom- 
er service  cost  United  Technolo- 
gies' Pratt  &  Whitney  subsidiary  a 
$120  million  Japan  Air  Lines  order  for 
five  new  jet  engines.  General  Electric 
got  the  order  instead.  Forbes  worried 
that  Pratt  might  also  lose  out  with 
West  Germany's  Lufthansa,  which 
was  to  decide  whether  to  order  its 
V2500  engine,  made  jointly  with  Brit- 
ain's Rolls-Royce,  for  Airbus  jets. 

We  were  right  to  worry.  Lufthansa 
has  now  rejected  Pratt's  V2500  engine 
as  technically  inadequate.  Rolls'  orig- 
inal design  failed  to  meet  fuel  efficien- 
cy and  power  specifications,  and  al- 
though Rolls  improved  it,  Lufthansa 
has  chosen  the  CFM-56  engine  jointly 
made  by  GE  and  France's  Snecma.  UT 
Chairman  Robert  Daniell  has  dogged- 
ly decided  to  go  on  with  the  V2500 — if 
only  to  prevent  GE  from  having  a  mo- 
nopoly market  for  its  CFM-56. 

Yet  GE  faces  problems  with  its  new 
propfan.  Technically,  the  prototype 
could  be  developed  in  time  to  get 
propfan-powered  airliners  aloft  by  the 
early  1990s.  But  with  fuel  prices  low, 
will  airlines  pay  a  premium  for  the 
propfan's  40%  improvement  in  hid 
efficiency  over  today's  Boeing  727? 
Boeing  has  already  conceded  they 
probably  will  not.  GE  faces  at  least  a 
$1.2  billion  development  bill.  Thus,  if 
there  arc  no  signs  ot  maior  orders  this 
summer,  GE  might  put  this  program 
on  ice  bv  September. — Howard  Banks 
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The  enemy 
is  us 

Feb  9,  1987 
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Why?  Some  15%,  or  $80  billion,  of 
our  1986  imports  came  from  foreign 
affiliates  of  U.S.  companies.  That 
amount  was  about  equal  to  U.S.  im- 
ports from  Japan. 

Now  the  U.S.  International  Trade 
Commission  has  essentially  con- 
firmed our  report.  In  a  recently  re- 
leased study  of  the  automotive  parts 
industry,  the  commission  says  that 
the  rise  in  U.S.  imports  of  auto  parts 
from  $6.9  billion  in  1982  to  $18.9 
billion  in  1986  was  largely  fueled  by 
General  Motors,  Ford  and  Chrysler, 
which  together  bought  almost  a  third 
of  all  auto  parts  imports  in  1986.  Do- 
mestic truckmakers,  retailers,  trading 
companies  and  other  independents 
are  also  importing  more  automotive 
parts.  (Japanese  automakers  in  the 
U.S.  tripled  their  parts  imports  to  $  1 .6 
billion.) 

Just  as  Forbes  reported,  the  auto- 
motive industry  contributes  more 
heavily  than  any  other  to  the  prob- 
lem. Parts  imports  alone  accounted 
for  6.5%  of  the  nation's  $156  billion 
trade  deficit  in  1986.  Add  in  imports 
of  whole  cars  and  trucks — including 
imports  by  U.S.  companies — and  the 
industry's  share  of  the  trade  deficit 
rises  to  38%. 

Thus,  U.S.  firms  remain  in  a  bind. 
Make  goods  at  home  and  lose  market 
share  to  foreigners.  Make  goods  over- 
seas and  get  snared  in  protectionist 
nets. — Alyssa  A.  Lappen 


Some  Irish 
luck 

Sept.  7,  J9S7 


Although  Congress  and  the  Reagan 
Adm:  tistration   were  beginning 
to  act  tough  about  restricting  imports 
last  year.  Forbes  warned  that 
!    .        would    prove    painful. 


truck  refrigeration  units  in  Galway. 
Thermo  King,  which  came  to  Irelanc 
under  the  IDA's  wing  in  1976,  is  put- 
ting up  $7. 1  million  for  the  Blanchards- 
town  plant,  and  has  assumed  some 
Hyster  obligations  on  equipment 
leases.  By  1990  Thermo  King  expects 
to  create  some  207  jobs.  By  May,  the 
IDA  hopes  that  it  can  also  lease  some 
extra  office  space  at  the  complex  tc 
companies  doing  computer  software 
development — one  of  its  target  indus- 
tries. But  even  if  the  agency  succeeds, 
it  will  remain  $10  million  light. 

The  IDA  will  pursue  Hyster  for  the 
money,  but  how  much  can  it  expect 
to  collect?  Even  the  luck  of  the  Irish 
only  goes  so  far.— Kathleen  K.  Wiegner 


Back  in 
the  race 

May  18,  1987 


Ireland's  Industrial  Development 
Authority  is  one  of  the  oldest  such 
agencies  in  the  world.  Yet,  seduced  by 
Hyster  Co.'s  claims  that  a  warehouse 
automation  systems  plant  west  of 
Dublin  would  employ  up  to  450  work- 
ers by  last  year,  it  had  invested  $24.2 
million  in  the  plant's  construction 
and  operations.  When  Hyster  sudden- 
ly shut  the  plant  last  June,  idling  200 
workers,  Forbes  was  skeptical  that 
the  IDA  could  fill  it. 

After  flogging  the  Hyster  plant  for 
six  months  the  IDA  finally  found  a 
taker  in  January — Westinghouse's 
Thermo  King  division,  which  makes 


You  caught  me  at  a  good  time, 'I 
Xerox  Corp.  Chairman  and  ChieJ 
Executive  David  Keams  told  Forbes 
last  year.  As  Xerox'  business  systems' 
group  struggled  to  regain  its  stride,  if 
was  getting  a  lift  from  rising  sales! 
employee  cutbacks  and  a  falling  dol| 
lar.  Forbes  expected  Xerox  to  ear 
$580  million  in  1987  and  predictec 
that  its  financial  services  would  conj 
tribute  40%— or  $240  million. 

The  company  that  Forbes  last  yeaj 
dubbed  "the  world's  largest  up  ano 
comer"  had  no  trouble  reaching  thosa 
goals.  Earnings  for  the  year  came  in  aj 
$578  million,  up  24%,  on  sales  ol 
$14.9  billion,  up  15%.  Moreover,  th( 
financial  services  division — property 
insurance,  credit  lending,  mutual 
funds  and  real  estate — did  even  bettej 
than  Forbes  had  expected,  accounting 
for  $280  million  in  earnings,  or  nearly 
half  the  company's  total  net. 

Most  of  the  gain  in  the  financial 
services    group    came    from    Xeros 
Crum  &  Forster  property  and  casualH 
insurance  company,   whose   incom^ 
alone  was  up  42%,  to  $269  millior 
(Now  Xerox  plans  to  redeem  the  8.IJ 
million  preferrerd  shares  it  issued 
1983  to  buy  Crum.) 

What  next?  "Business  success  i| 
rarely,  if  ever,  assured,"  Kearns  says 
Thus  Xerox  will  keep  cutting  costs 
raise  prices  in  some  insurance  linej 
and  introduce  new  software,  copier 
and  printers. — A.A.L. 
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he  new  Continental  will  change  the 
ly  the  world  thinks  of  American  cars'.' 

—Car  and  Driver 

"Under  the  Continentals 
•leek  sheetmetal  lurks  a  suspension 
Sneer's  dream  come  true:  computer- 
ltrolled  air  springs  and  dual-damping 
shocks  at  each  wheel"— Automobile 

it's  a  magic-carpet  limo  that  shifts  to 
sd-down  sports  sedan  exactly  when 
you  want  or  need  it  to.  Amazing!" 

—Motor  Trend 

"This  car  translates  much  of  the 

uropean  standard  of  luxury  into  the 

ierican  idiom.  In  so  doing  it  redefines 

tomctive  luxury  in  the  U.S.  We  think 

it  will  be  a  hit:—  AutoWeek 

fhe  new  Lincoln  Continental.  It's  the 

kid's  most  advanced  luxury  car  And 

that's  not  an  opinion.  It's  a  fact.  For 

)re  information,  call  1  800  822-9292. 

Lincoln 

What  a  luxury  car  should  be. 


The  Europeans 
would  prefer 
we  keep  these 
opinions 
to  ourselves. 


( &*  > 


/c  u/i    &></( ,•//)()/  wo  can  .s.iw)  lives. 


>-e 


Finally  an  HMO  for  p 


We're  called,  appropriately  enough,  HMO- 
USA.  And  as  you  might  nave  guessed,  we're  the 
only  HMO  that  spans  the  country  This  also 
makes  us  the  only  HMO  you  may  ever  need. 

Say  for  example,  you'd  like  to  centralize  all 
operations.  With  HMO -USA,  nothing 


could  be  easier.  A  single  contract  will  cove 
company  in  over  200  markets.  And  a  sing 
will  cover  all  your  employees  coast-to-coa^ 


To  make  things  simpler  still,  every  mo^ 
)ill,  we  can  give  yoi 
breakdown.  And  we  can  do  so  almost  any 


along  with  your  bill,  we  can  give  you  a  det 


who  live  around  here. 


.e.  By  region  of  the  country  Corporate 
.  Or  even  by  corporate  leveL 
i  more  thing  you'll  appreciate:  getting 
wers  to  your  employee  questions.  Even 
)me  from  35  people  in  35  different  states, 
call  is  all  it  takes. 


To  find  out  more  about  how  we  can  help, just 
pick  up  the  phone  and  call:  1-800-4-HMO-USA. 
We're  the  HMO  that's  right  around  the  corner. 

Wherever        PI     /feg\  Blue  Cross     ..«. 

your  comer  n  \p  g    shjeld     USA 
maybe.  ■■       x^f    Associa,i°n  xxr 


Forbes  Informer 


Edited  by  Gretchen  Morgenson 


Land  of  the  rising  prices 

Sums  paid  by  Japanese  investors  for 
the  Western  art,  land  or  high-rise 
buildings  they  crave  keep  going  up 
and  up.  Seibu  Railway  in  early  Febru- 
ary bought  one  of  Hawaii's  best- 
known  resorts,  the  Westin  Mauna 
Kea.  The  resort  reportedly  went  for 
$310  million,  a  nice  round  $1  million 
per  room. 

A  million  for  a  hotel  room,  for  com- 
parison, not  only  is  the  highest  price 
ever  paid  but  also  exceeds  the  prior 
record  by  40% .  That  record  was  held 
by  the  Sultan  of  Brunei,  who  reported- 
ly paid  $710,000  per  room  late  last 
year  for  everybody's  favorite  pink  pal- 
ace, the  Beverly  Hills  Hotel. 

Industry  sources  say  the  only  way 
Seibu  can  make  money  on  its  million- 
dollar  rooms  is  by  charging  at  least 
$500  a  night.  Reservations,  anyone? 

Last  of  the  insiders 

Smith  Barney  broker  Jonathan  Bentley 
has  caused  something  of  a  firestorm 
over  his  corporate  insiders  trading 
study.  As  Forbes  reported  in  Novem- 
ber, Bentley  spent  months  examining 
100,000  transactions  made  by  corpo- 
rate insiders  in  their  own  companies' 
stocks  between  August  1986  and  July 
1987.  What  for?  To  see  just  how  quick- 
ly and  accurately  insiders  report  their 
trades—  as  required — to  the  SEC. 

The  results  of  his  soon-to-be  re 
leased  study:  rampant  violations. 
Those  filers  who  were  consistently 
late  in  reporting  their  transactions 
presidents,  chairmen,  directors 
and  vice  presidents,  beating  out  10% 
holders.  More  interesting:  Many  in- 
siders were  on  average  twice  as  late 
reporting  sell  transactions  as  in  e- 
porting  buys. 


Patrick  McDonnell 

Among  the  tardiest  reporters  of  in- 
sider transactions  were  executives  at 
Home  Shopping  Network,  late  in  re- 
porting 99%  of  their  trading  volume; 
Harper  &  Row,  late  for  98%;  and 
H&R  Block  insiders,  late  for  96%. 
H&R  Block,  of  all  folks,  ought  to 
know  the  importance  of  filing  neces- 
sary papers  on  time. 

Tom  Wolfe  on 
Wall  Street 

Not  the  least  impressive 
thing  about  The  Bonfire  of 
the  Vanities  |Farrar  Straus 
Giroux),  the  number  one 
fiction  bestseller  in  the 
U.S.,  is  its  feel  for  Wall 
Street.  Author  Tom 
Wolfe,  chronicler  of  astro- 
nauts, architects  and  oth- 
er high-brow  American 
heroes,  did  serious  time 
hanging  around  a  bond 
desk  to  get  the  ambience 
right  "The  first  place  I 
went  was  Salomon  Broth- 
ers," says  Wolfe.  "Then 
Lazard  Freres,  Drexel, 
Bear,  Stearns  and  Morgan 
Stanley."  Which  one  is 
the  book's  Pierce  & 
Pierce?  "It's  really  an 
amalgam,  but  it  physical- 
ly looks  more  like  Bear, 
Stearns,"  he  reveals. 

Stress  offering 

One  ot  the  few  new  stock 
offerings  to  brave  today's 
capital  markets  is  Stress- 
care  Systems,  a  Great 
Neck,  N.Y.  company  in 
the     business     of,     luck 


would  have  it,  stress  management 
The  three-year-old  company  filed  it 
$1.8  million  equity  offering  in  Octo 
ber — perfect  timing — but  has  sino 
cut  the  original  price  of  the  units  al 
most  in  half. 

We  can't  vouch  for  the  company  o 
the  stock,  but  it  sure  is  a  perfec 
"story"  for  the  times:  Stresscare  al 
ready  has  one  of  the  nation's  stocl 
exchanges  as  a  client.  Who  doesn' 
feel  stressful  these  days? 

Crazy  days  at  Hut  ton 

Even  as  it  quietly  folds  itself  int 
Shearson  Lehman  Brothers,  messy  de 
tails  of  E.F.  Hutton's  final  days  as  ai 
independent  firm  continue  to  leak  ou 
bit  by  juicy  bit.  Consider  this:  Accorc 
ing  to  one  insider,  up  to  the  very  en 
lawyer  Edward  Cazier,  a  Hutton  boar 
member,  was  strongly  urging  a  mer| 
er  with  Commercial  Credit  Co 
Sandy  Weill's  firm,  over  the  Shearso 
offer.  Cazier  may  have  had  two  goal 
in  mind:  a  seat  on  Commercial  Crec 
it's  board  and  a  nice  finder's  fee  for  hi 
old  pal  Bob  Fomon,  Hutton's  ex-chaii 
man.    If    Hutton    and    Commercu 


Chris  Ollis  Cont> 


BestseUing  author  Tom  Wolfe 
Trained  by  Wall  Street's  finest. 
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redit  had  merged,  Fomon  stood  to 
ceive  up  to  $4  million  in  finder's 
es,  as  he  had  agreed  with  Weill. 
Cazier  may  have  felt  he  owed  Fo- 
ion  a  favor.  Fomon  had  wanted  to 
love  some  of  his  stock  portfolio  into 
ish  before  October,  but  Cazier  re- 
ortedly  advised  him  not  to  sell  until 
;'d  established  residency  in  Florida 
i  planned,  thus  saving  Fomon  New 
iork  State's  murderous  capital  gains 
ixes.  Some  advice!  The  crash  inter- 
red, costing  Fomon  millions,  a  lot 
lore  than  he  saved  in  taxes.  Cazier 
ouldn't  be  reached  for  comment.  Fo- 
ton  denies  talking  portfolio  strategy 
ith  the  lawyer. — Dyan  Machan 

tick  to  the  issues,  please 

ed  Z.  Robertson,  a  member  of  the 
lOtoriously  undistinguished  Texas 
rpreme  court,  is  running  for  the 
|iief  justice  nomination  against  chal- 
,:nger  John  E.  Humphreys  in  this 
lonth's  Democratic  primary.  Rather 
;ian  stress  issues,  Robertson  has  re- 
nted to  name  calling,  of  a  sort.  In  a 
,:tter  sent  to  Texas  lawyers  recently, 
bpealing  for  funds,  Robertson  writes: 
[  am  not  blessed  with  a  last  name 
Ike  Kennedy,  Roosevelt  or  Hum- 
[hrey(s).  Polls  reflect  that  'John 
[umphreys'  in  Democratic  politics  is 
jri  excellent  political  name  because  of 
oter  association  with  former  Vice 
resident  Hubert  Humphrey.  In  su- 
reme  court  races,  a  name  often 
Dunts  for  more  than  it  should;  John 
[umphreys  has  a  better  'ballot 
ame'  than  does  Ted  Z.  Robertson." 
obertson  wants  the  lawyers — many 
i  whom  will  be  appearing  in  his 
Durt — to  give  him  money  so  he  can 
vercome  his  lack  of  a  "political" 
ame.  But  after  Pat  Robertson's  ex- 
llent  showing  in  Iowa,  the  judge's 
tiallenger  may  be  the  one  to  need 
elp.— William  P.  Barrett 

I.B.A.S,  anyone? 

ossip  around  New  York  Universi- 
/ — one  of  the  major  suppliers  of 
l.B.A.s  to  nearby  Wall  Street  firms — 
i  that  only  10%  of  the  graduating 
l.B.A.s  have  nailed  down  jobs  so  far, 
s  opposed  to  80%  last  year  at  this 
me.  In  Boston,  Harvard  Business 
chool  placement  people  are  report- 
lg  that  among  this  year's  fresh  crop 
f  grads  Wall  Street  jobs  are  out  and 
tuffy  old  corporate  careers  are  in.  A 
larvard  spokeswoman  says  M.B.A.s 
want  to  work  for  a  company  that 
lakes  a  product."  But  actual  hiring 
sems  to  be  going  slow:  Corporate 
icruiters,  with  the  pick  of  the  crop 
ow  available  to  them,  are  taking 
leir  time  choosing. 
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A  quote  we  like:  "Mobil's  production  prospects 
over  the  next  several  years  put  the  company 

well  ahead  of  its  competitors." 
—Barry  C.  Good,  oil  analyst  at  Morgan  Stanley 


Mobil 


© 
© 
© 


© 
© 

© 


Well(s)  done...  An  aggressive  exploration  pro- 
gram brought  new  oil  and  gas  finds  in  nearly  all  our  major 
operating  areas  last  year.  Mobil  affiliates  had  interests  in  13 
successful  discoveries  in  the  U.5. ...  10  each  in  the  north  5ea  and 
Canada . . .  seven  in  Indonesia . . .  five  onshore  Europe . . .  and  two 
in  Nigeria.  We  also  acquired  a  substantial  amount  of  promising 
acreage  in  the  Gulf  of  Mexico  and  the  Morth  5ea,  plus  new 
positions  in  Indonesia  and  Zambia.  The  result:  a  company  well- 
poised  for  future  growth  and  profitability. 

Advanced  reservoir  management... 

techniques  continue  to  pay  dividends  in  the  present— enabling 
one  of  our  west  Texas  fields,  for  example,  tc  increase  oil  produc- 
tion from  18,500  barrels  a  day  to  more  than  25,000.  And  using 
modern  technologies  to  reprocess  old  seismic  data,  a  Mobil 
company  completed  two  wells  east  of  Houston,  producing  70 
million  cubic  feet  of  gas  and  3,400  barrels  of  condensate  a  day. 
In  hew  Mexico,  we  signed  an  agreement  hailed  as  "historic" 
by  Pueblo  of  Jemez  Governor  Paul  Tosa  for  seismic  work  on 
that  reservation. 


Surging  Synthetics . . '.  With  the  European  market  © 

for  our  synthetic  lubricants  growing  by  15%  a  year,  Mobil  © 

Chemical  is  building  a  new  plant  at  Gravenchon,  in  northern  © 

France.  It  will  be  our  second  plant  for  making  base  stocks  for  ® 

these  premium  lubes,  used  in  cars,  planes,  ships  and  industry.  @ 

Says  Robert  G.  Weeks,  president  of  Mobil  Chemical:  "When  the  @ 

facility  comes  on  stream  in  1989,  it  will  give  us  the  additional  @ 

capacity  we  need  to  remain  industry  leader  in  this  high-  © 

profit  market. ' '  @ 

Slimming  down . . .  Mobil  Corp.  's  drive  to  become  a  _ 
leaner  and  more  competitive  company  took  another  big  step 
with  the  recent  sale  of  the  leasehold  on  our  hew  York  headquar- 
ters  building.  The  sale  was  part  of  our  corporate  consolidation 
in  Fairfax,  Va.,  which  is  expected  to  cut  administrative  and  other 
costs  by  some  $40  million  a  year. 


MobilFax.  Box  M,  Mobil  Corporation.  150  East  42nd  Street,  New  York,  NY.  10017  ©1988  Mobil  Corporation 
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The  Best 
Vacation 
Under  the 
Sun! 


Take  one  great 
vacation  of  excit- 
ing golf  and  tennis 
and  discover  sen- 
sational beach  living  on  the  Carolina 
coast.  Enjoy  a  luxurious  villa -oceanfront. 
marshfront  or  fairway  or  our  new.  elegant 
all-suite  hotel.  For  free  vacation  information, 
|— I  call  toll  free  1-800-845-1897 

Lh  YOP     < '  -800-922-6348.  in  SC). 
Jl    I  f/Vi   Or  mail  the  coupon. 


Name. 


Address. 
City 


State. 


.Zip. 


Phone 

Mail  to:  Litchfield  by  the  Sea, 
P.O.  Drawer  320.  Pawleys  Island.  SC  29585. 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscnption  you  prefer.  □  1  year 
$45  □  3  years  $90  |the  equivalent  of 
one  year  freel.  Canadian  orders,  1  year 
$79C,  3  years  $176C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 
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Indecent  exposure 

Sir:  Whether  naked  short-selling  is 
decent  is  questionable  ("Naked  came 
the  short-sellers,"  Feb.  8).  There  is  no 
question,  however,  about  whether 
your  cover  is  decent.  It  is  not  only 
indecent,  but  in  very  poor  taste. 
—James  L  Hughes 
Atlanta,  Ga. 

Sir:  I  never  felt  I  would  have  to  hide 
my  Forbes  from  my  granddaughters. 
It's  almost  as  bad  as  what  these  com- 
puter machines  have  done  to  our  se- 
curity markets. 
— George  1 1  Robrs 
Somers,  N I 

Sir:  Your  cover  was  sent  to  the  Post- 
master General  in  protest.  This  maga- 
zine should  never  have  passed  his 
inspection. 
— Mrs  Dan  Maser 
Edgewood,  Ky 

Sir:  Far  beyond  the  very  low  line  of 
business  ethics. 
—Walter  Mestey 
New  York,  \  > 

Sir:  You  have  emulated  many  of  the 
inane  advertisements  you  frequently 
criticize.  You  blew  it  on  this  one. 
— Alan  J  Genteman 
Arlington,  Va 

Sir:  If  this  amorphous  blob  is  all  you 
could  find  to  model,  then  I  suggest 
you  increase  your  production  budgets 
— Micbele  deAiaio 
Chicago,  III 

Sir:  I  will  never  subscribe  again. 
— Rosalie  Sherry 
Eilemille,  \  ) 

Sir:  I  was  shocked  and  appalled.  The 
only  way  of  expressing  my  strong  re- 
action is  to  use  the  "capitalist  tool" 
that  you  understand  and  cancel  my 


subscription  before  you  publish  nudi, 
executive  centerfolds. 
— Robert  F.  Steinke 
Newark,  N.J. 

Sir:  Your  Feb.  8  cover  is  a  real  delight 

Several  of  us  would  appreciate  know 

ing  more  about  the  cover,   startin, 

with   telephone  number,   area  cod> 

first. 

— Kay  Early 

Houston,  Tex. 

Sir:  As  a  lifelong  aspirant  of  appearin 
in  Playgirl,  and  a  longtime  Forbe 
reader,  I  instantly  recognized  a  perf  ec 
combination  lifetime  achievement-, 
appearing  naked  on  the  cover  q 
Forbes!  I  despair  that  the  opportunit 
may  never  return  in  my  lifetime. 
—John  Ganahl 
Ana/jeim,  Calif. 

Sir:  Grotesque. 
— Jerry  Landowski 
Milwaukee,  Wis. 

Sir:  You  put  Forbes  on  the  same  levt. 
as  People  and  Time  My  guess  is  tha 
you  invited  guest  editors  from  Nation 
al  Lampoon  to  publish  an  issue. 
— /.  Louie  Yilling 
Raleigh,  N.C 


Sir:  I  would  rather  see  the  I.R.S. 

covered." 

— David  R  Trombley 

Durham,  Conn 


ur 


Nuts  to  you 

Sir:  Your  article  "Heir-tight"  (Oct.  2(j 
1987)  is  incorrect  in  regard  to  m 
macadamia  nut  operation  in  Hawai 
This  has  been  successful  and  profii 
able — not  a  failure.  I  have  never  had 
failed  venture. 
— Guy  Stilhnan 
Scottsdale,  .\riz. 

Forbes  regrets  tlx>  error. — Ed. 
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Frozen  asset 

Sir:  When  you  raved  about  Heath  B; 
crunch  ice  cream  it  sounded  good  t 
me  (Fact  and  Comment,  Nor  30,  1987 
When  my  wife  asked  me  to  pick  up 
quart  of  her  favorite  ice  cream  I  su. 
prised  her  with  the  HBCIC.  Her  reat 
tion?  About  the  same  as  unexpecte 
guests  dropping  over  for  dinner  whe 
there  isn't  any. 
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Opinionate  the  stock  market — even 
joks — but  stay  out  of  the  freezer. 
-Henry  Zaleon 
mafly,  N.J. 


ole  position 

r:  GM  is  back  on  track  (Fact  and 
hmment,  Feb.  8).  We  know  the 
'ionths  ahead  will  not  be  easy  and 
lat  we  have  a  way  to  go  before  our 
ositioning  is  complete.  Our  share- 
alders  will  see  the  largest  introduc- 
on  of  new  automotive  products  in 
eneral  Motors'  80-year  history. 
-Roger  B.  Smith 
hairman, 

■eneral  Motors  Corp. 
■etroit,  Mich. 


oreign  investment 

[r:  Your  views  relating  to  Japanese 
lvestment  in  America  (Fact  and 
omment,  Jan.  25)  are  dead  wrong, 
mericans  own  vast  chunks  of  Sony, 
londa  and  many  other  Japanese  com- 
anies.  What's  wrong  with  Japanese 
ipital  building  plants  in  the  U.S.  and 
'roviding  jobs  for  American  workers? 
;-/.  Arthur  Urciuoli 
'ew  York,  NY. 

ir:  Since  1980,  known  foreign  own- 
rship  of  American  economic  assets 
as  tripled  to  $1.5  trillion,  making  us 
!ie  world's  largest  debtor  nation.  For- 
ign  investors  are  transforming  their 
:onomic  clout  into  political  muscle. 
-John  Bryant 
vember  of  Congress, 
ouse  of  Representatives 
Washington,  DC. 

ir:  You  are  living  proof  that  men  get 
'marter  with  age. 
-R.C  Ehling 
*>arta,  N.J. 

ir:  The  business  ownership  market 

|>  no  more  deserving  of  protection 

lan  markets  for  goods  and  services. 

-Michael  M.  Forester 

lenview,  III. 
| 

ir:  I  suspect  your  call  for  protection- 
;m  results  from  too  many  luncheons 
nth  business  roundtable  types  who 
ire  far  more  interested  in  eliminating 
ither  than  promoting  competition 
ad  efficiency.  If  foreign  ownership 
esults  in  better  choices  of  goods  and 
■srvices  for  the  American  consuming 
ublic,  what's  the  problem? 
I  -lames  V.  Pollock 
\ancho  Palos  Verdes,  Calif. 
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It's  the  only  hotel  in 
new  york  for  people  who  don't 
like  hotels. 


NEW  YORK 
A  REGENT®INTERNAT!ONAL  HOTEL 


AUCKLAND  BANGKOK   BEVERLY  HILLS  CHICAGO  DUSSELOORF  FIJI   HONG  KONC  KUALA  LUMPUR  MELBOURNE  NEW  YORK  OKINAWA   SYDNEY 


On  the  corner  of  Park 
and  65th  Street  stands 
The  Mayfair  Regent. 
The  chosen  New  York 
home  for  those  who  are 
used  to  gracious  living. 


the 


(800)5454000 


100YEAR 
GUARANTEE 

No  one  can  guarantee  they'll  be  in  business  forever.  But 
for  the  past  100  years,  Telautograph  Corporation  has  been 
supporting  its  customers  with  excellent  facsimile  products 
backed  by  responsive  service.  And  that's  a  commitment 
we're  making  for  the  next  100  years. 

Our  Omnifax  line  of  digital  fac- 
simile consistently  earns  top  rat- 
ings when  it  comes  to  reliability,  ^ 
service,  price  and  perform- 
ance. For  more  information  or  * 
a  demonstration,  CALL  TOLL 
FREE  800-221-8330. 
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The  reason  tor  this  generosity  is  simply  to 
celebrate  our  new  partnership  with  United  Airlines 
Mileage  Plus  frequent  flyer  program. 

And  the  details  are  also  mercifully  simple.  Take 
any  roundtrip  KLM  transatlantic  flight  between 

»w  and  August  31st,  1988  and  you'll  receive  an  extra 
10.000  Mileage  Plus  miles. 

In  addition,  if  you  fly  5,000  actual  miles  on 
United  Airlines  during  the  same  period,  you'll  earn 
i  her  \0,000  Mileage  Plus  miles. 

Of  course,  as  you  might  expect,  this  offer  is  lim- 

MHfaffftJtt,  i> ..  registered  service  mark  of  United  Airlines.  Irv  This  offer  applies  ro  US.  and  Canadian 


ited  to  one  20,000-mile  bonus  per  person  and  toi 
and  Canadian  residents  only. 

Fortunately,  however,  the  other  benefits  of  1 
ing  KLM— its  award-winning  service  and  a  net\1 
with  more  flights  to  more  cities  in  Europe,  Afric 
and  the  Mideast  than  all  U.S.  airlines  combined-i 
limited  only  by  the  number  of  trips  you  take.  So  i 
your  travel  agent  or  KLM.  The  airline  of 
the  seasoned  traveler.  ,J 

The  Reliable  Airline  KLI 


residents  only- 


Royal  Dutch  i 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IT  STILL  LOOKS  TO  BE  BUSH  VS.  CUOMO  OR  BRADLEY 


For  the  Bush  league  it  was  a  harrowing  eight  days  'twixt 
>wa  and  New  Hampshire,  and  a  heady  roll  for  Dole.  On 
i'.H.  eve,  predictions  of  a  big  Dole  win  abounded,  and  if  it 
ad  been,  the  Vice  President  would  have  been  left  limping, 
o  Bush's  nine  percentage  point  win  seemed  big,  and, 
ecause  of  too  great  expectations,  Senator  Dole's  momen- 
lm's  been  contained. 

On  Super  Tuesday  in  the  South  the  Vice  President  will 
o  appreciably  better  than  the  Senator.  Robertson,  who 
lade  little  dent  in  N.H.,  will  take  a  hunk  of  his  home  turf. 

Kemp's  about  had  it.  Du  Pont,  like  Haig,  was  never  in  it. 

It's  more  likely  than  ever  that  the  Democratic  conven- 
iOn  will  convene  with  no  winners.  Dukakis  will  be  top 
lan,  but  well  away  from  a  majority.  Unnominatable  Gep- 
ardt  will  have  his  segment.  Unnominatable  Jackson  will 
o  to  the  convention  with  a  bigger  piece.  If  Simon  stays,  he 


will  have  some.  Al  Gore  will  have  Tennessee  and  a  piece  of 
the  rest  of  Super  Tuesday. 

It's  bye-bye  Babbitt;  and  Hart,  his  withdrawal  having 
been  heartily  endorsed  by  primary  voters,  will  have  hardly 
a  handful  of  convention  delegates. 

Jackson  will  be  the  only  one  who  can  deliver  his  appre- 
ciable numbers  to  whomever  he  wants.  He  might  be  able 
to  put  Dukakis  over,  but  the  price  extracted  by  kingmaker 
Jesse  would  insure  the  Duke's  defeat  in  November. 

All  the  other  convention  brokers  will  decide — and  the 
polls  will  indicate — their  best  chance  to  win  will  be  to 
draft  a  primary-unlacerated  Cuomo,  or,  in  the  alternative, 
the  sense-making  Senate  Rhodes  Scholar  and  former  su- 
perstar basketballer  Bill  Bradley. 

Sure,  there's  a  way  to  go.  Sure,  lots  can  happen  to  blow 
the  scenario.  But  right  now,  this  is  the  way  it  looks. 


PRESIDENT  REAGAN'S  GONNA  HAVE  A  BALL  THIS  TEAR 


Those  pontificators  who  are  so  unanimously  proclaim- 
ig  that  lame  duck  Ronald  will  spend  his  last  ten 
aonths  limping  into  oblivion  have  never  been  more  full 
f  bull — fuller  of  which  it's  hard  for  them  to  be,  but 
bey're  succeeding. 

Mr.  Reagan's  come  out  of  a  searingly  rough  year,  domi- 
ated  by  the  Iran  debacle.  During  1987  he  never  knew 
/hat  or  who  was  going  to  whack  him  from  where.  And 
•Jancy,  who  worries  vastly  more  than  enough  for  both  of 
|hem,  has  emerged  from  a  year  that  right  to  the  end  kept 
i:ealing  her  body  blows — literally  in  terms  of  surgery,  and 


crushingly  in  terms  of  her  mother's  passing. 

Now  the  Reagans  look  with  zest  to  the  challenges  and 
challengers  of  their  final  White  House  year.  The  light  of 
home  on  the  range  at  the  end  of  the  Washington  tunnel 
shines  luminously  for  them  both. 

The  President's  back  at  his  jousting  best.  He's  enjoying 
doing  battle  for  contra  aid,  for  the  line  item  budget  veto 
and  for  the  missile  limitation  treaty  with  Russia. 

He  ain't  limping  and  he  ain't  ducking. 
He's  happy — and  going  to  have  a  ball  trying  to  score  a 
few  more  goals  during  these  remaining  318  D.C.  days. 


WHO  BROUGHT  ON  THAT  RUSSIAN  U.S.  WARSHIP  SCRAPING? 

And  why?  U.S.  warships  on  their  Black  Sea  patrol  to  proceed  several 

As  a  divided  Senate  is  about  to  consider  ratification  of  miles  inside  the  Soviet  Union's  12-mile  claimed  sover- 

he  arduously  wrought  U.S-Soviet  treaty  for  dismantling  eignty?  Granted,  we  don't  recognize  waters  claimed  by 

oedium-range  missiles,  why  would  Washington  order  anyone  beyond  the  three-mile  limit.  But  it's  reportedly 
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oeen  two  years  since  we  sought  to  assert  our  rights  in 
the  Black  Sea. 

What  was  the  point  at  this  time  in  deliberately  roiling 
those  waters  at  the  Soviets'  doorstep?  They  know  we 
don't  recognize  their  claim,  that  we  have  asserted  our 
international-waters  right  on  past  occasions  and  doubt- 
less will  in  the  future. 

The  last  time  we  engaged  in  such  a  sea-lane  assertion 
was  when  we  deliberately  wanted  to  shake  up  Mr. 
Qaddafi  by  sailing  across  the  Gulf  of  Sidra  and  dared  him 
to  attack  us  in  those  international  waters,  which  he  was 


claiming  as  his. 

We  followed  that  up  with  the  fabulously  successful  a 
strike  at  Tripoli  and  Benghazi. 

But  why  now  in  the  Black  Sea? 

That  the  President  or  the  Secretary  of  State  or,  for  th 
matter,  the  Secretary  of  Defense  would  have  ordered  th 
totally  untimely  sortie  is  hard  to  understand. 

Whoever  did  authorize  this  issuing  of  such  orders  mu 
have  recognized  it  could  give  those  supporting  tr 
missile  reduction  treaty  between  the  Soviets  and  tl 
U.S.  more  difficulty. 


HAPPY  RETROSPECTIVE 


From  Fact  and  Comment  three  years  ago: 
"doesn't  our  apghan  aid  include  chopper  downers?" 

"Armed  Russian  helicopters  are  the  biggest  menace  [to 
Afghan  freedom  fighters].  How  come  we  haven't  supplied 
'em  with  some  of  the  mobile  infantry-type  weapons  that 
are  supposed  to  make  choppers  keep  their  distance?  In  any 
way,  get  some  into  Afghanistan  before  it's  too  late." 

From  the  Wall  Street  Journal,  Jan.  11,  1988:  "Adminis- 


tration officials  say  the  Kremlin  has  painfully  conclude 
that  victory  [in  Afghanistan]  is  impossible  and  the  K 
bul  regime  is  unsustainable.  'What  turned  this  who 
thing  around  was  the  provision  of  the  Stingers,'  sa}l 
Senator  Gordon  Humphrey  [R-N.H.],  who  fought  A> 
ministration  reluctance  to  arm  the  guerrillas  with  tr 
shoulder-held  missiles.  'It's  a  pity  and  scandalous  v 
didn't  do  this  earlier  in  the  war.'  " 


RESTAURANTS— GO,  ,  STOP 


•  La  Gauloise — 502  Sixth  Ave.,  near  13th  Street  (Tel: 
691-1363).  This  is  probably  the  least  discovered,  very  supe- 
rior, lux-French  bistro  in  New  York.  Among  other  extraor- 
dinary things  about  La  Gauloise  are  its  prices,  which  are 
surprisingly  less  than  the  setting,  quality,  service  and  taste 
amply  warrant.  You'll  love  it. 

•  Chelsea  Central— 227  Tenth  Ave.,  between  23rd 
and  24th  streets  (Tel:  620-0230).  A  brick-attractive  decor 
and  bargain  prices  are  the  only  pluses  for  this  hyped-up, 
old  neighborhood  tavern.  An  uptown,  herb-obsessed  chef 
has  come  down — literally — to  dish  out  overspiced  every- 
thing. Those  serving  have  to  recite  in  mind-numbing  de- 
tail a  list  of  specials  that  exceed  in  number  the  items  on 
the  menu.  The  red  wine  list  has  nothing  older  than  '86, 
except  in  a  couple  of  cases  that  were  marked  sold  out. 

The  Carlyle  Restaurant— 35  East  76th  St.  (Tel:  570- 
7192).  The  Carlyle  is  getting  up  with  those  hotels  where 
dining  in  can  often  be  better  than  dining  out.  A  full  dinner 
is  almost  worth  the  vast  cost. 

•  Chez  Louis — 1016  Second  Ave.,  near  54th  St.  (Tel. 
752-1400).  The  David  who  made  cookies  famous  created 
this  zestful  place  next  to  one  of  his  flagship  parlors.  Maxi- 
mum portions  of  maximum  quality.  Knockout  grilled 
chicks,  big  and  small;  and  huge  veal  ribs,  potato  pies  et  al. 
Worth  prices  that  are  as  large  as  the  portions. 

Bananas  Tropical  Lounge — 29  St.  Marks  Place 

(Tel  260-6183).  St.  Marks  Place  seethes  with  city  life,  and 

the  crashed  small  plane  that's  part  of  the  decor  in  the 

junglesque  backyard  of  this  exuberant  restaurant  doesn't 

out  of  place  among  all  the  others  who've  crashed  in 


New  York's  East  Village.  A  threat  to  Lutece,  Bananas  ain 
but  fun  it  is. 

•  Orsini's— 26  East  63rd  St.  (Tel:  644-3700).  The  Ion 
time  monsignor  of  top  social  haute  Italian  dining  is  b 
after  a  three-year  hiatus.  In  its  most  golden  days,  the  o 
Orsini's  was  never  grander  than  it  is  now  in  the  handsoi 
ly  refurbished  former  Quo  Vadis  quarters.  Here  the  cogn 
scenti  of  chic  are  swarming.  And  even  the  dishes  that  mil 
are  in  demand. 

Pesca—  23  East  22nd  St.  (Tel:  533-2293).  Seafood  i 
seldom  had  it  better  than  in  this  spaciously  gracioi 
white-and-pastel  interior  highlighted  by  lovely  flower 
rangements.  The  dishes,  from  clam  chowder  through  fisr 
pastas  to  interesting  combinations  of  main  courses, 
often  very  good — but  not  often  worth  the  very  long  til 
they  take  in  coming. 

•  The  Paris  Commune— 111  Bleecker  St.  (Tel:  91 
0509).  Here  in  a  mellow  old  genuine  storefront  is 
quintessential  American  equivalent  of  a  French  bist 
Whether  it's  omelettes  or  salads,  sandwiches  or  feati 
varieties  of  hamburger,  it  comes  with  a  platterful  of  appr 
pnate  accoutrements  at  astonishingly  low  prices.  A  cup 
coffee's  poured  for  you  the  moment  you're  seated.  This 
the  real  Village  McCoy,  of  which  there  are  precious  few. 

*  *  * 
In  summarizing  our  restaurant  thoughts  for  1987  (Fa 
and  Comment,  Dec.  28),  under  "Special"  we  put  Betwet 
the  Bread  for  "creative  sandwiches,  grand  muffins."  It  w 
meant  to  be  Thorough  Bread  (450  Park  Ave.  South,  Tel:  48 
3933).  That  comment  doesn't  fit  the  other  place. 
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AT  WHAT  AGE 

i  In  the  wonderful  land  of  Thai  the  traditional 
dief  is  that  a  person's  life  span  is  divided  into 
rcles  of  12  years  each,  with  the  fifth  cycle — 

ne  60th  birthday — representing  the  Golden 

!ge.  "This  is  the  age  when  one  supposedly 
aches  the  height  of  wisdom,  knowledge  and 

itperience,"  says  Arsa  Sarasin,  Thailand's  am- 

lissador  to  the  U.S. 

.  Because  this  year  is  the  60th  for  the  king  of 
hailand,  His  Majesty  Bhumibol  Adulyadej, 


DO  WE  REACH  OUR  HEIGHT? 

numerous  worthy  undertakings  benefiting  his 
people  are  in  progress. 

I  hope  neither  His  Majesty  nor  his  country- 
men will  mind  too  much  that  those  of  us 
nearing  70  or  past  it  are  strongly  inclined  to 
feel  that  man's  Golden  Age  is  a  decade  or  two 
down  the  road  from  60. 

His  Majesty  needn't  feel  piqued  about  hav- 
ing peaked  already. 

The  best,  sir,  is  yet  ahead  for  you. 


iH 

j 
^ 

^             1      * 

§).! 

HE 
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SPEAKING  OF  AGE,  HOW  IT  IS  AT  96 


'  Writes  Mrs.  W.H.  Warner  of  Waterford,  Conn. — 
.  "At  96  I  have  learned  what  the  trial  of  actual  old  age 
li — not  possible  to  imagine  until  after  arrival,  its  future 
Dntingencies,  no  matter  how  carefully  arranged  for  in 
dvance,  occur.  My  pen  is  weary  and  I  cannot  spell 
inymore,  so  I  do  my  best  and  don't  correct  any  errors  for 
iiat  spoils  the  page. 

NOTHING  MAKES  ONE  SLEEPIER 

than  the  lack  of  it. 


"What  old  age  needs  most  is  a  retreat  and  afew  treasures, 
and  books,  and  ring-bound  theme  books  to  scribble  in.  I 
have  used  up  20." 

It's  hard  for  those  of  us  occasionally  irked  at  being  less 
fit  than  we  were  to  imagine  that  at  96  we'll  find  comfort 
and  joy  scribbling  in  those  ring-bound  theme  books  of  our 
early  school  years.  'Tis  a  most  happy  thought. 

WASTING  LIFE 

attracts  the  reaper. 


BOOKS 


JOROBC 

Jtawww 


•  For  Lust  of  Knowing — by  Archie 
Roosevelt  (Little,  Brown  &.  Co., 
$24.95).  These  are  the  warm,  absorb- 
ing— sometimes  salty — memoirs  of  a 
tough-fibered,  genuine  gentleman 
who  played  a  key  role  in  U.S.  Intelli- 
gence over  several  critical  decades. 
Author  Archie  is  the  wittily  percep- 
live  grandson  of  Teddy  Roosevelt.  He  writes  movingly  of 
nischievous  years  at  Oyster  Bay,  rugged  Groton  years, 
i  dventurous  immersion  in  the  Middle  East,  an  unsuccess- 
lul  first  marriage  and  the  sparkling  love  story  of  38  years 
vith  Ambassador  Lucky,  Chief  of  Protocol  for  the  U.S. 
This  latter  contrasts  magnificently  with  the  way  Archie 
Deheads  such  Intelligence  heads  as  James  Schlesinger  and 
William  Colby. 
:   Archie  Roosevelt's  is  a  life  you'll  relish  sharing. 

Ixcerpts:  Standing  in  the  doorway  was  a  small,  slender 
nil  in  a  dark  red  dress  and  a  matching  hat  with  a  hint  of  a 
hlack  mesh  veil.  She  had  a  charming  Middle  Eastern  face 
'Jowing  with  a  brilliant  smile,  showing  the  pearly  teeth 
Celebrated  by  Arab  poets.  "Mi.  Edwin  Wright  suggested  I 
■ee  you  about  a  job  on  the  Arabic  program,"  she  said. 
I  'Why  don 't  we  discuss  it  over  lunchl"  I  said.  We  went  to  a 
lestaurant  a  couple  of  blocks  from  the  Voice  [where  she 
,?egan]  telling  me  about  herself.  Her  name  was  Selwa 
Showker — "but  my  friends  call  me  Lucky."  Her  parents 
vere  Lebanese  Druze  who  lived  in  Kingsport,  Tenn.  Vas- 
:ar  was  the  most  wonderful  place  for  a  girl  like  her  to 


prepare  foi  a  life  in  the  media,  and  especially,  with  her 
background,  for  the  Voice  of  America.  Then  she  turned 
her  large  black  eyes  on  me — framed  by  a  long  curve  of 
lashes.  "By  the  way,  Mi.  Roosevelt,  aie  you  married}" 

"Well,  yes  and  no." 

"Just  what  does  that  statement  meant" 

"My  wife  is  in  Reno  right  now,  getting  a  divorce."  She 
stared  at  me  silently  a  moment,  then  said  slowly,  thinking 
out  loud,  "She  must  be  a  very  strange  woman. "  Of  course, 
after  that  I  was  hooked.  .  .  .  Soviet  intelligence,  unable  to 
find  suitable  agents  among  the  dwindling  number  of  the 
ideologically  committed,  now  has  to  rely  mainly  on  mone- 
tary inducement  to  the  corrupt  or  the  desperate. 


•  Daddy's  Duchess — by  Tom  Valen- 
tine and  Patrick  Mahn  (Lyle  Stuart, 
$17.95).  A  potboiling  put-down  of  a 
lady  who  ceased  to  employ  the  perpe- 
trating authors. 

Excerpt:  "Trust  no  one."  The  dying 
tycoon  strained  to  emphasize  this 
prime  imperative.  "Never  tiust  any- 
one— even  if  you  want  to  do  otherwise 
with  your  whole  heart;  even  if  you  feel  certain  that  some- 
one may  deserve  your  trust — don 't  do  it.  That  is  life's  first 
rule.  Follow  it,  and  you  will  never  be  disappointed."  He 
paused,  then  fell  back  into  the  bed  to  gather  strength  for 
one  more  glimmer  of  consciousness  before  coma  cleaved  it 
from  his  failing  body.  He  was  driven  by  the  greatest  of 
urges  to  drill  this  message  into  the  pride  of  his  loins. 

Doris  Duke  sat  silently  for  a  long  time  after  these  final 
words  to  her.  No  tears  welled  in  her  eyes.  No  sobs  erupted 
from  her  shattered  heart.  She  sat  in  frozen  horror.  .  .  . 
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Hitachi's  wide-ranging  automotive  technologies  include  car  audio,  the 
Satellite  Drive  Information  System  featured  on  Nissan's  CUE-X  concept  car 
and  a  microcomputer  engine  control  system. 


utomobiles  should  be  more  than  safe,  comfortable 
achines.  They  should  also  be  able  to  communicate 
th  the  world  around  them. 


:ent  advances  in  car  electronics  technol- 
have  been  remarkable.  They've  not  only 
'roved  basic  functions  such  as  engine 
trol,  they're  now  being  seen  in  man- 
:hine  interfaces  providing  more  comfort 
I  operating  ease,  and  even  in  communi- 
ons with  the  surrounding  world.  Down 
road  there  are  things  even  more  exciting. 

achi's  scientists  and  engineers  are  at 
k  on  a  Multi  Information  System  using  a 
x  thin  filter  transistor  LCD  to  display 
jrating  information,  road  maps  and  a 
igational  system  using  these  maps.  With 
system  a  driver  could  obtain  a  variety  of 
ng  information  simply  by  touching  the 
Dlay  screen.  Eventually,  he'll  be  able  to 
je  verbal  commands  to,  for  instance, 
ulate  the  temperature  within  his  car. 
ichi  electronics  and  semiconductor  tech- 
bgy  can  also  bring  free  communication 
h  the  outside  and  determine  a  car's 


exact  location  through  use  of  Global  Posi- 
tioning System  satellites. 

Hitachi  has  also  developed  a  highly 
acclaimed  hot  wire  air  flow  sensor  used  in 
engine  management.  It  helps  achieve  the 
diametrically  opposed  goals  of  maximum 
power  and  fuel  economy.  And  we've  created 
many  other  superior  products  for  driving 
control,  suspension  control,  air  conditioning 
and  audio. 

We  link  technology  to  human  needs;  and 
believe  that  our  special  knowledge  will 
create  new,  highly  sophisticated  functions 
that  are  also  easy  to  operate.  Our  goal  in 
automotive  electronics  —  and  medicine, 
energy  and  consumer  electronics  as  well  — 
is  to  create  and  put  into  practice  innovations 
that  will  improve  the  quality  of  life  the  world 
around. 


(O) 


HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


So  It  Began 

1913 — Seventy-five  Years  Ago: 
Congress  was  authorized  to  begin  tax- 
ing incomes  on  Feb.  25,  when  the 
Sixteenth  Amendment  to  the  Consti- 
tution was  ratified.  Until  then,  tariff 
duties  and  excises  had  been  the  finan- 
cial mainstay  of  the  federal  govern- 
ment. The  new  tax  rate  ranged  from 
1%  to  7%  on  individual  incomes 
greater  than  $3,000. 

— Karolyn  Ide,  American  Heritage 

Back  to  the  Future 

Why  aren't  American  goods  com- 
petitive abroad?  Why  do  things  break? 
Why  don't  they  work  anymore? 
Whatever  happened  to  good  old 
American  workmanship  and  quality? 

Leon  L.  Bean  began  in  1912  when  he 
"personally  designed  and  field-tested 
the  first  pair  of  Maine  Hunting 
Shoes."  That's  a  line  straight  out  of  a 
Bean  ad.  What  it  doesn't  say  is  that 
out  of  the  first  few  hundred  pairs  of 
hunting  shoes  L.L.  made  up,  more 
than  half  of  them  fell  apart.  What  it 
also  doesn't  say,  but  could,  is  that  L.L. 
paid  back  full  purchase  price  to  every 
customer  whose  feet  got  wet.  Or  cold. 

Today,  when  a  car  goes  bad,  you  have 
to  bring  a  class-action  suit  and  recruit 
Ralph  Nader  and  get  60  Minutes  on 
your  side  and  retain  Leonard  Garment 
and  stand  on  the  window  sill  threaten- 
ing to  jump  before  Detroit  clears  its 
throat  and  allows  how,  just  maybe,  it 
might  look  into  the  problem. 

All  I  know  is  when  I  buy  something 
from  L.L.  Bean  it  arrives  in  a  week  or 


ten  days  and  it  usually  fits  and  it  lasts 
and  the  parts  work  and  if  there's  a 
problem  you  get  in  touch  with  them 
and  they  fix  it.  No  charge.  Just  as  they 
did  in  1912. 

— James  Brady,  Advertising  Age 

Who's  Powerful? 

Most  of  the  people  who  are  sup- 
posed to  be  powerful  really  aren't. 
They  may  be  powerful  in  their  compa- 
ny— but  they  still  can't  get  a  cab  in 
the  rain.  And  if  they  go  to  a  restaurant 
where  the  maitre  d'  doesn't  know 
them,  they  stand  around  [unnoticed]. 
— Ed  Kosner,  editor, 
New  York  magazine,  in  M 

Cher  on  Drugs 

I've  never  seen  drugs  make  anyone  a 
better  person.  I've  only  seen  them  ruin 
so  many  people.  Gregory  [Allman,  for- 
mer husband],  my  father,  lots  of  peo- 
ple. Drugs  are  killing  our  country.  I 
don't  tolerate  drugs  well.  I  have  a  hard 
enough  time  trying  to  do  life.  I  can't  do 
drugs  and  life  at  the  same  time. 

—Life 

Hoover  or  FDR? 

Princetonian:  How  do  you  assess 
the  current  state  of  the  Reagan 
Administration? 

Hodding  Carter  [spokesman  for  the 
State  Department  during  the  Carter 
Administration]:  The  major  issue  is  to 
take  some  of  the  steps  which  will 
produce  enough  discipline  in  the  eco- 
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ID  e  must       in  the  Italian  Alps 


nomic  scene  to  get  us  through  what 
going  to  be  a  bad  patch — no  matt 
how  it's  handled.  But  as  to  whether  it 
a  brutal  comedown  or  simply  soft  to 
nonetheless  a  comedown  depends  e: 
tirely  on  what  gets  decided,  and  how 
gets  decided  over  the  next  1 7  mont] 
It  will,  among  other  things,  deci 
whether  the  next  President  has  to  pi 
Herbert  Hoover  or  whether  he  gets 
play  Franklin  Roosevelt. 

— The  Daily  Princetoni 


The  cheapest  place  for 
a  foreign  industrialist  to 
buy  plant  and  equipment 
is  on  the  floor  of  the 
New  York  Stock.  Exchange. 
— Peter  Canelo,  Bear, 

Wall  Street  Jos 


Clairvoyant 

At  the  age  of  eight,  I  had  only  ju 
become  truly  aware  of  the  phenorm 
non  of  death,  and  it  was  natural! 
distressing.  If  death  were  to  come  C 
anyone,  who  among  all  those  close  t| 
me,  my  relatives,  could  I  spare?  1 
name  of  Cousin  Gladys  popped 
my  mind — she  was  a  rather  glamoro' 
lady  married  to  a  second  cousin  of  mj 
father,  and  I  just  didn't  know  her  we 
enough  to  really  care  about  her  oi 
way  or  another.  So  if  Death  had  to  ta 
anyone,  it  might  as  well  be  she.  At  thj 
very  moment,  my  mother  burst  in 
the  room,  saying,  "Archie,  the  mo 
dreadful    thing    has    just    happene 
Cousin  Gladys  had  a  fall  from  hi 
horse  and  is  dead." 

I  never  mentioned  this  to  my  Mot 
er,  perhaps  because  there  was  no  wa 
could  prove  it,  but  I  have  believed 
premonition  ever  since. 

— Archie  Roosevel 
For  Lust  of  Knowi 

Delicate  Decision 

A  young  woman,  a  smartly  outfittd 
executive  type,  was  talking  about  th 
counterman  in  the  deli  in  her  offic 
building.  He  had  presented  her  with 
stuffed  lion  and  a  stocking  filled  wit 
chocolates.  In  a  little  more  than  a  yea 
he  had  proposed  to  her  four  times.  Tn 
woman  insisted  that  she  had  no  tt 
mantic  interest  in  the  man. 

"So  what  do  I  do?"  she  asked  hi 
companion-possibly-mother. 

There  was  a  thoughtful  pause.  1 

nally,  the  older  woman  spoke.  "I  ha\j 

one  question.  Does  he  own  the  deli 

— Dale  Bornstein,  in  Metropolian 

Diary,  New  York  Timi 
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The  difference  between  dressed,  and  well  dressed? 


Shoes                        Briefcases  Small  Leather  Goods                        Belts 

Bally  of  Switzerland  Shops  Harwyn,  New  York 

K.  Barchetti,  Pittsburgh  Stadler  Shoes,  New  York 

For  free  brochure  write:  Quentin,  One  Bally  Place,  New  Rochelle,  New  York,  10801. 


WveRedefinedWhat 
MakesAGmndHotelGran 
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In  the  beginning,  the 
grand  hotel  was  extraordinary. 
Because  it  was  founded  upon 
a  grand  idea. 

The  idea  that  a  hotel 
should  perfectly  mirror  the  spe 
rial  lifestyles  and  taste  levels 
of  its  times— an  original  idea 
embodied  in  every  thing  from 
a  hotel's  decor  to  the  people  it 
employed. 

Hut  while  the  times 

that  were  once 
rid  didn't. 
Th(  d  much  of 

then  plendor, 

the}  l<  :n  more 

importam  the 

changing  ands 

ol  their  gu 

Thegi  i  i  other 

words,  was  I 


Until  it  was  revived  by 
Four  Vasons  Hotels.  A  group 
ol  twenty-two  grand  hotels 
located  in  North  Americas 
most  important  cities,  where 
we  cling  to  the  seldom - 
observed  notion  that  a  hotel 
should  adapt  to  its  guests. 
Not  the  other  way  around. 

And  us  evident  every- 
where. In  a  warm,  hospitable 
-i.it t  that  possesses  a  rare 
combination  of  friendliness, 
formality  and  competence— 
and  whose  purpose  is  to 
make  guests  feel  welcome, 
not  intimidated 

In  the  high  employee-to- 
guest  ratio— because  travellers 
not  onl)  need  a  wide  variet) 
ot  sen  ices,  but  need  them 
in  a  hurry 


In  furniture  that's  as 
functional  as  it  is  elegant— in 
vivid  contrast  to  many  luxury 
hotels  that  can  be  conspicu- 
ously short  on  comfort. 
Ancfin  restaurants  acclaimed 
not  only  for  their  haute  cuisine, 
but  for  their  unique  Alterna- 
tive(  uisine  menus— designed 
for  those  who  love  fine  food, 
but  abhor  calories. 

All  of  which  makes  each 
Four  Seasons  extraordinary, 
not  because  it  tries  to  imitate 
the  original  grand  hotels,  but 
because  its  identical  in  the 
single  most  important  respect 
of  all:  It  was  founded  upon 
j.   precisely  the  same 

Jfer     gmndidea- 

Foui  Seasons  Hot 
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^act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


ONCE  AGAIN,  THE  GERMAN  QUESTION 

An  immediate  fundamental  foreign  policy  challenge  for     timidity.    German    leaders 


.e  next  President  will  be  our  relations  with  West  Germa- 

/.  Our  security  hinges  on  this. 

The  Federal  Republic  is  the  linchpin  of  NATO.  Without 

ermany  firmly  anchored  in  the  Western  camp,  the  rest  of 

jncommunist  Europe  would  eventually  go  the  route  of 

nland,  that  is,  allowing  the  Soviets  to  dictate  their  for- 

gn  policy. 

The  problem  today  is  twofold.  One  is  the  German  fear 

lat  the  U.S.  is  lurching  towards  a  military 


ithdrawal  from  Europe.  The  second  is  the 
ck  of  strong  political  leadership  in  Bonn. 

What  triggered  German  and  Allied  fears 

U.S.  abandonment  was  the  Reykjavik 
immit  conference  and  the  recent,  much- 
;illyhooed  INF  disarmament  treaty. 

Moscow's  conventional  military  superiority  is  over- 
helming.  Western  Europe's  security  is  dependent  on  our 
uclear  arms,  especially  several  thousand  small  battlefield 
uclear  weapons.  Our  nukes  have  deterred  a  Soviet  attack 
ir  the  past  40  years. 

Europeans  were  thus  shocked  that  the  U.S.  was  on  the 
erge  of  seriously  weakening  this  nuclear  shield  at 
•  eykjavik  without  even  a  thought  of  consulting  or 
lforming  them  beforehand.  Our  casual  willingness  to 
lake  such  a  bargain  with  the  Soviets  left  our  allies 
■  abbergasted — and  fearful. 

Feeling  Vulnerable 

The  INF  treaty  removes  missiles  from  Europe  that 
auld  reach  deep  into  the  Soviet  Union,  missiles  which 
ad  reassured  Bonn  that  a  war  would  not  be  confined  to 
ierman  soil.  Without  these  missiles,  German  officials 
:ar  their  country  will  be  the  principal  victim  of  a  war, 
iat  destruction  would  be  largely  confined  to  them.  With 
Washington's  giving  the  impression  of  an  unreliable 
rotector,  some  normally  pro-American  German  conser- 
atives  are  toying  with  the  idea  that  neutralism  may  be 
le  only  alternative. 

These  fears  are  fanned  by  the  Bonn  government's  own 
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Bonn  Indecision 
Hinders  NATO, 
Thatcher  Says 


are    loath    to    remind    their 
people  just  how  vital  those  battlefield  nuclear  weapons 
are  to  the  preservation  of  German  democracy  and  free- 
dom.  British   Prime   Minister   Margaret   Thatcher   was 
right  when  she  recently  told  Wall  Street  Journal  reporters 
that  Bonn  is  ignoring  basic  defense  issues.  She  put  it 
succinctly:    "We   are   not   interested   in   a   nuclear-free 
Europe,  but  in  a  war-free  Europe.  The  nuclear  weapon  is 
the  greatest  deterrent  to  war.  If  by  getting  rid  of  your 
own  you  would  tempt  a  third  conven- 
tional war,  it  would  be  infinitely  more 
terrible — do  not  think  that  conventional 
war   is    cozy! — than   anything   we   have 
ever  known." 
One    yearns    to    hear    such   words    in 
Wall  street  journal       public  from  a  Hans  Dietrich  Genscher, 

Germany's  accommodationist  foreign  minister. 
Modern  Missiles 

What's  to  be  done?  The  U.S.  must  take  the  lead.  Bonn 
might  then  find  itself  capable  of  displaying  a  Thatcher-like 
backbone.  On  the  military  side,  for  example,  we  should 
forcefully  push  for  the  building  and  installation  of  missiles 
below  the  500-kilometer  range  that  could  still  reach  com- 
munist territory.  (The  INF  treaty  prohibits  European  mis- 
siles with  a  higher  range.) 

Politically,  we  should  treat  further  disarmament  talks 
with  a  great  deal  more  skepticism,  hardheaded  analysis 
and  care  than  was  shown  with  this  round.  We  made 
damaging  concessions.  The  INF  treaty,  moreover,  was 
sloppily  drafted,  which  is  inexcusable  for  a  nation  with  so 
many  lawyers. 

It  probably  would  not  be  a  bad  idea,  in  fact,  to  rethink 
our  whole  approach  to  the  so-called  START  negotiations, 
which  now  have  the  aim  of  reducing  both  sides'  nuclear 
weapons  by  50% .  For  a  variety  of  reasons,  such  a  reduction 
could  directly  jeopardize  our  own  safety. 

The  brewing  crisis  with  Germany  can  be  defused.  But  on 
this,  the  current  Administration  has  been  surprisingly 
insensitive.  The  next  Administration  must  rectify  that. 
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ha  c-  its  upy  and  downs. 
e  pothole. '  (lie  menacing 
xxted  bump. 

/{conveniences  that  test  your 
d  s  s         ntrol.  Not  to  mention  your  own. 
Which  brings  us  to  the  Honda  Accord 
,Xi  Hatchback. 
Even  on  the  most  uneven  roads,  its  ride 


is  remarkably  smooth.  Handling  is 
We  attribute  this  to  double  wis 

suspension  on  all  four  wheels.  A  syste 

derived  from  race  car  suspensions. 
Add  a  2.0  liter,  fuel-injected  engi 

the  experience  of  driving  this  car  is  n 

short  of  exhilarating. 
And  while  you  will  like  what  this 


The  only  bumps  yt 


do  the  road,  you  will  also  like  what  it 
xhind  your  back.There  is  adjustable 
ir  seating  for  the  driver.  A  rigid  cargo 
over.  Split  rear  seatbacks. 
keep  you  comfortable,  there's  air 
tioning.  A  full-logic  stereo  with  CD 
xtor.  Cruise  control.  Power  windows, 
mdard.  All  within  easy  reach. 


It  all  comes  down  to  this:  since  you 
can't  change  the  road,  we  suggest  you  get 
behind  the  wheel  of  a  Honda  Accord 
LXi  Hatchback.  And  change  the  way  you 
feel  about  driving. 
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The  Accord  LXi  Hatchback 


eel  are  gpose  bumps. 


The  time  to  invest  in  a 
great  company  is  before  it! 
a  great  company. 


Big,  well-established  companies  may  1 
sound  investments. 

But  often  they  don't  yield  the  kind  of 
returns  an  aggressive  investor  looks  fo: 
Their  very  size  and  success  limits  their 
growth. 

That's  why  so  many  investors  who  set 
higher  returns  find  the  stocks  offered  by 
The  Stuart-James  Company  attractive. 

You  see,  we  specialize  in  young,  entrej 
neurial  companies  that,  in  our  judgment 
offer  extraordinary  growth  opportunitie 

Now,  it  goes  without  saying  that  whei 
the  opportunities  for  rewards  are  so  gre; 
there's  higher  risk.  But  when  one  of  thes 
companies  does  succeed,  the  upside  pot( 
tial  is  virtually  unlimited. 

It  happens  more  than  you  think. 

One  recent  study  showed  that  in  the  1« 
13  years,  when  the  stocks  in  the  Standar 
Poor's  500  appreciated  260%,  the  entrep 
neurial  companies  in  the  Venture  Capita1 
100  index  went  up  1,632%* 

What's  more,  at  Stuart-James,  we  can 
enhance  your  prospects  considerably.  Ea 
company  we  recommend  is  researched 
exhaustively:  Only  one  company  in  fifty 
survives  our  scrutiny. 

Obviously,  aggressive  investments  likt 
these  shouldn't  make  up  anybody's  entir 
portfolio.  But  they  do  belong  in  a  divers 
fied  investment  program. 

Because  after  all,  the  greatest  reward: 
don't  come  from  investing  in  today's  gre 
companies. 

But  from  investing  in  tomorrow's. 

Call  any  of  our  local  offices  (there  are  ov 
50).  Or  contact:  The  Stuart-James  Compar. 
805  Third  Avenue,  New  York,  NY  10022. 
l-(800)-227-1161.  In  NY  State  l-(800)-631-5< 

•Source  Venture  Capital  Journal.  Wellesley  Hills.  MA  Study  was  not  ot  stocks 
recommended  by  Stuart  James  and  is  no  guarantee  ol  luture  performance 
©  1988  Stuart  James 

Stuart-James  Co.Jnvestmen 

High  risk,  high  rewards. 


What's  Ahead  for  Business 


Rising  exports 

mean  rising  profits 

and  investment 


Raw  materials 
prices  are  also 
on  a  fast  track 


Slow  but  steady 

growth  seems 

in  the  bag 


Edited  by  Howard  Banks 

IT'S  INDUSTRY'S  TURN 

Sixty-two  months  into  the  continuing  recovery  of  the  U.S.  econ- 
omy, a  healthy  shift  is  emerging  in  what  is  driving  growth. 

The  impetus  has  swung  from  consumer-led  growth,  on  the  back  of 
borrowing,  to  industry  and  business,  propelled — at  last — by  rising 
exports  and  improved  profits  resulting  from  the  dollar's  fall. 

A  broadening  range  of  industry  is  hitting  output  limits  and  plans  to 
increase  capacity,  not  just  invest  to  improve  productivity. 

A  survey  of  National  Association  of  Manufacturers  board  members — 
not  scientific,  but  representative — showed  that  46%  plan  more  capital 
spending  this  year  than  in  1987,  up  4.3%  for  manufacturing.  No  less 
than  64%  said  they  would  add  machinery  and  production  equipment, 
but  only  9%  would  be  adding  computers  and  related  equipment. 

So  December's  surge  in  machine  tool  orders  may  be  no  fluke.  Items: 
The  textile  industry  has  come  alive,  says  one  supplier.  Paper,  especial- 
ly linerboard,  is  in  a  boom.  So  is  plastics.  A  new  GE  plant  in  Alabama 
for  engineering  plastics,  built  last  year,  is  already  running  at  capacity, 
and  an  addition  is  planned.  Corning  Glass  is  adding  capacity  for 
consumer  electronics,  auto  catalysts  and  cookware. 

But  prices  of  raw  materials  have  been  rising  fast,  too,  the  less 
benevolent  outcome  of  industry's  hitting  capacity  limits. 

Small  companies  have  been  hit  hardest,  with  10%,  15%  and  even  20% 
increases  in  some  materials  in  the  last  six  to  nine  months,  notably  for 
copper,  brass,  aluminum,  paper  and  plastics.  And  delivery  times  are 
stretching. 

U.S.  steel  mills  saw  an  extraordinary  10%  jump  in  output  in  1987 
(against  0.6%  for  the  Europeans  and  0.2%  for  Japan)  and  price  increases 
to  match. 

"There  are  even  tentative  signs  of  some  hedge  buying  to  ensure 
supplies,"  says  Roger  Bretz  of  Pitney  Bowes,  who  heads  the  National 
Association  of  Purchasing  Managers  survey  committee. 

Fears  of  imminent  recession  are,  therefore,  clearly  overdone.  But  so 
are  fears  of  an  impending  inflationary  runup  in  industrial  prices  of  the 
kind  seen  in  1973-74.  What's  happening  is  all  a  great  deal  more  modest. 

Industrial  prices  are  mostly  restoring  levels  lost  following  the  1981-82 
recession.  Small  companies  suffer  because  their  size  limits  their  buy- 
ing power. 

Even  consumer  spending  (two-thirds  of  GNP)  will  amble  along,  helped 
this  year  by  tax  cuts  rather  than  by  yet  more  borrowing.  In  fact,  the 
household  savings  rate  has  recovered  a  bit,  to  4%  or  so.  That's  too  low, 
but  it's  a  great  deal  better  than  the  2%  rate  of  early  1987. 

It's  once  again  time  for  Washington's  policymakers  to  hold  their 
breath  and  do  nothing.  Slow  but  steady  3%  growth  seems  in  the  bag  for 
1988.  But  in  an  election  year  doing  nothing  is,  for  politicians,  the 
hardest  decision  of  all. 
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Staying  afloat.  There  was  a  pleasant  surprise  from  Ameri- 
ca's stores  and  shopping  malls:  Retail  sales  in  January 
increased  0.5%  despite  a  widely  predicted  decline.  While 
this  component  alone  doesn't  prove  the  optimists'  case, 
it's  an  indication  that  a  recession  may  be  further  off  than 
has  been  suggested  by  the  three  consecutive  down  months 
of  the  government's  leading  indicator  index.  The  news 


from  U.S.  factories  was  also  encouraging.  Manufacturer 
new  orders  rose  1%  in  December. 

Although  last  year's  holiday  season  was  less  than  spe< 
tacular,  consumers  increased  their  indebtedness  to  nc 
levels  as  consumer  installment  credit  rose  1%  in  Decen 
ber.  On  the  basis  of  these  early  results,  the  Forbes  Inde 
shows  a  preliminary  gain  of  0.4%  for  January. 


The  Forbes  Index  Components 


The  Forbes  Index  is  j  meamiK  ol  U  S  ctunomu  tctivity 
composed  ol  tight  equally  weighted  elements  Total  in 
duatrial  production,  new  i  bums  foi  unemployment  com' 

pcnsation  the  COM  ol  hivius  relative  to  all  consumer 
pines,  the  level  ol  new  orders  lor  durable  goods  com 
pared  with  manufactuirn  inventories,  total  retail  tales 

new  housing  surly  personal  income  total  consumer 
installment  credit 

I  o  incisure  these  eight  elements  FoBBES  monitors  ten 
■  U  S  government  data    1  he  last  14  months  data 
tor  each  series  are  presented  at  right 
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There's  something  | 

our  competition 
doesn't  want  you  to  see. 


The  Bi£2er  Picture. 


You  know  how  important  computers  can  be  in  your  work. 

You  also  know  that  choosing  a  computer  system  means  thinking  about 


nre  than  the  system  itself.  So  when  you're  considering  what  company  you  want 
[do  business  with,  looking  at  The  Bigger  Picture  is  more  than  just  good  advice. 

The  Bigger  Picture  sums  up  every  reason  so  many  different  organizations 
►every  size  have  chosen  us  as  their  business  partner. 

The  Bigger  Picture  is  the  commitment  of  IBM  people  to  help  you  find  the 
i  st  solutions  for  whatever  problems  you  face—  now  and  in  the  future. 

And  that's  a  commitment  you  should  ask  of  IBM  or  any  company  that  wants 
ur  business. 

Can  that  company  help  you  grow?  Do  they  offer  products  to  meet  all  your 
ice,  image  and  data  processing  needs?  What's  their  experience  in  unifying 
plications  and  telecommunications?  What  about  quality,  service  and  support? 
)  their  education  programs  meet  the  needs  of  your  people?  Will  their  resources 
\*et  the  demands  of  your  future? 

The  answers  to  these  questions,  and  hundreds  of  others,  are  only  some  of 
le  ways  IBM  can  help. 

So  take  a  look  at  The  Bigger  Picture. 

You'll  see  how  the  depth  and  breadth  of  IBM's  knowledge  and  experience 
;n  give  you  new  ways  to  see  the  future  of  your  business. 

And  once  you've  seen  that,  we  think  you'll  like  the  view. 
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'iTi  The  Bigger  Picture 


Forbes 


A  mysterious  Egyptian  financier  pulls  a  fast 
one  on  a  powerful  British  industrialist. 
One  of  the  world's  richest  royals  worries 
about  a  mere  $900  million.  Margaret 
Thatcher's  government  may  be  dragged 
further  into  the  mess.  All  because  of. . . 

The  swami  with 
the  golden  touch 


By  Pranay  Gupte 


Nemi  Chandra  Gandhi,  better 
known  as  Chandra  Swami  Ma- 
haraj,  is  no  ordinary  mystic. 
Clad  in  his  flowing  white  robes  and 
wearing  a  look  of  beatitude,  the  swa- 
mi is  as  adept  at  the  financial  as  he  is 
with  the  spiritual.  He  claims  to  have 
as  admirers  such  figures  as  President 
Mobutu  Sese  Seko  of  Zaire  and  U.S. 
Representative  Jim  Wright.  Not  the 
least  of  those  who  believed  in  him 
was  Sir  Muda  Hassanal  Bolkiah  Muiz- 
zadin  Waddaulah,  the  sultan  of  Bru- 
nei, reputed  to  be  one  of  the  wealthi- 
est men  on  earth. 

In  early  1985  the  sultan  became 
worried  about  $900  million  he  had 
entrusted  to  an  Egyptian  business- 
man, Mohamed  Al-Fayed.  It  was  the 
swami  who  had  introduced  the  sultan 
to  Al-Fayed.  Could  the  swami  help 
the  sultan  get  back  his  money?  From 
his  New  Delhi  ashram  the  swami  jet- 
ted first-class  to  Singapore  for  a  hasti- 
ly convened  meeting  at  the  Holiday 
Inn  Royal,  one  of  the  sultan's  many 
commercial  properties.  There,  the 
Hindu  swami  recited  Sanskrit  hymns 
to  invoke  divine  blessings  for  the 
Muslim  sultan,  but  mantras  weren't 
on  his  royal  mind.  Money  was. 

"The  sultan  told  Swami)i  that  he 

had  given  $900  million  to  Mohamed 

Al-Fayed,"  recalls  Dr.  Prathap  Reddy, 

lent  Indian  physician  and  a 

disciple  of  Chandra  Swami.  Reddy, 

•  present  at   the  Singapore 

sues:  "But  now  the  sul- 

about    the    whole 

asked  Swamiji  how 

he  could  >ney  back." 

The  su  •.:    h  id    uibably  readspecu- 
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lation  in  the  British  press  about  where 
his  money  had  gone.  Shortly  before 
this,  Al-Fayed  had  plunked  down 
about  £573  million  to  buy  the  House 
of  Fraser  Pic,  parent  company  of  Lon- 
don's Harrods  department  store, 
snatching  the  prize  from  British  in- 
dustrialist R.W.  (Tiny)  Rowland.  Had 
Al-Fayed  used  the  sultan's  money? 

From  Singapore  the  swami  flew  to 
London.  There,  in  an  apartment  at 
One  Carlos  Place,  in  fashionable  May- 
fair,  on  June  6  and  7,  1985,  the  swami 
met  with  Al-Fayed.  Unknown  to  Al- 
Fayed,  the  swami  tape-recorded  the 
conversation.  Relaxed  in  the  presence 
of  his  old  friend  the  swami,  Al-Fayed 
boasted:  "You  ask  His  Majesty  [the 
sultan],  I  have  power  of  attorney — I 
can  do  anything  on  earth."  On  the 
same  tapes,  played  for  a  Forbes  re- 
porter in  London,  Al-Fayed  says:  "I 
can  have  $10  billion  if  I  want  it." 

Al-Fayed  has  acknowledged  else- 
where that  he  has  done  business  for 
the  sultan,  but  he  and  his  London 
lawyer,  Royston  Webb,  insist  the 
tapes  are  fake.  (To  a  Forbes  reporter 
who  heard  the  tapes  and  spent  several 
hours  interviewing  Al-Fayed  and  the 
swami,  they  sound  genuine.) 

How  did  Forbes  get  access  to  the 
tapes?  From  Tiny  Rowland,  who  paid 
the  swami  $2  million  for  copies  and 
another  $3  million  for  a  related  letter. 

In  a  weird  turn  of  events,  the  swa- 
mi's  representative  gave  Al-Fayed  an 
affidavit  stating  that  the  swami  never 
made  any  recording  implicating  the 
Egyptian.  But  the  swami's  aide  later 
told  a  Rowland  ally  that  if  the  indus- 
trialist would  persuade  the  Indian 
government  to  return  the  swami's  im- 
pounded   passport,    the    holy    man 
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would  sign  an  affidavit  supporting 
whatever  Rowland  wanted. 

The  swami's  flip-flop  notwith- 
standing, Rowland  says:  "I  will  give 
$10  million  to  the  charity  of  Fayed's 
choice  if  anyone  proves  that  these 
tapes  are  forgeries."  Why  would  Row- 
land pay  an  Indian  guru  $5  million  for 
these  documents  of  disputed  origin? 
Rowland  had  coveted  House  of  Fraser 
for  many  years,  but  the  British  gov- 
ernment had  consistently  thwarted 
him  on  technical  grounds.  Rowland's 
reputation  as  a  buccaneering  entre- 
preneur had  not  won  him  favor  with 
the  British  establishment. 

In  November  1984  Rowland 
owned  29.9%  of  House  of  Fraser's 
stock  and  was  hoping  for  the  gov- 
ernment's permission  to  launch  a 
full  bid.  Worried  that  he  would  be 
denied  such  permission,  and  con- 
cerned this  would  hurt  the  value  of 
his  shares,  Rowland  sold  the  stock 
to  Al-Fayed  for  £138  million. 
Lonrho  Pic,  the  multinational 
conglomerate  Rowland  has  run 
since  1961,  netted  £70  million  on 
the  deal. 

Why  Al-Fayed?  Because  Row- 
land doubted  the  Egyptian  had  the 
resources  to  take  over  the  rest  of 
House  of  Fraser,  or  could  get  the 
government's  permission  to  do  so. 
Rowland:  "We  were  confident 
there  would  be  another  opportuni- 
ty for  us,  if  we  were  cleared  by  the 
[Monopolies  &  Mergers]  commis- 
sion, to  make  another  bid  for 
House  of  Fraser."  Rowland,  in 
short,  thought  he  was  using  Al- 
Fayed.  But  the  Egyptian,  who 
claims  to  have  been  eyeing  Har- 
rods  for  20  years,  in  the  end  used 
Rowland. 

Then,    on    Mar.    14,    1985,    Al- 
Fayed  received  the  government's 
unusually  speedy  permission  to  ac- 
quire House  of  Fraser  (see  box.  p 
37).  It  was  a  fait  accompli.  Al-Fayed 
was  already  in  the  act  of  paying  anoth- 
er £42K  million  to  buy  the  rest  of 
Fraser.   Before   the   government   had 
even  reached  its  decision  Al-Fayed 
and  his  two  younger  brothers,  Salah 
and  Ah,  owned  Harrods  and  the  rest  of 
the  retail  chain.  Tiny  Rowland  was 
out  in  the  cold. 

"I  couldn't  believe  it,"  Al-Fayed 
now  chortles  of  Rowland  and  House 
of  Fraser  "He  gives  me  a  whole  com- 
pany on  a  golden  plate  " 

Tiny  Rowland  is  an  immensely  rich 

man,  and  proud.  "I  have  been  accused 

r  a  bad  loser,"  he  says,  "but  I 

to  lose  to  a  cheat." 

n  he  tendered  for  House  of  Fra- 

^hares,  Al-Fayed  told  sharehold- 

and  Britain's  Department  of  Trade 


&  Industry  that  the  deal  would  be 
financed  with  his  own  funds.  In  fact, 
the  purchase  was  financed  with 
debt — and  with  the  help,  charges 
Rowland,  of  an  undisclosed  third  par- 
ty's funds.  To  buy  Lonrho's  block,  Al- 
Fayed  borrowed  £140  million  from 
the  Royal  Bank  of  Scotland,  securing 
it  with  personal  guarantees  and 
House  of  Fraser  shares.  To  secure  the 
rest  of  the  stock,  the  Swiss  Bank  Corp. 
extended  Al-Fayed  a  bridge  loan  for 
£430  million.  Lonrho  believes  that 
Al-Fayed  repaid  this  loan  with  pro- 
ceeds from  a  £425  million  syndicated 
loan  in  March  1986. 


Pablo  Bartholomew  Gamma-Liaison 


Chandra  Swatm  Mabaraj 

Spinning  cash  from  cosmic  connections 

As  Al-Fayed  prepared  this  bid,  he 
reputedly  had  on  deposit  with  the 
Swiss  Bank  Corp.  £55  million  and 
$355  million.  Those  funds  (since 
withdrawn)  apparently  secured  the 
bank's  loan  to  Al-Fayed. 

Tiny  Rowland  is  convinced  those 
deposits  came  from  the  sultan  of  Bru- 
nei, who  was  not  repaid.  But  Adnan 
Khashoggi,  although  a  Rowland  parti- 
san, tells  a  different  tale.  Says  Kha- 
shoggi, the  middleman  extraordinaire 
who  first  met  Al-Fayed  in  the  1950s: 
"The  sultan  admitted  to  me  that  he 
got  his  money  back  from  Mohamed." 
But  Khashoggi  doesn't  know  how 
much  was  repaid. 

Mohamed  Al-Fayed  insists  he  used 
his  own  resources  for  the  £573  mil- 
lion House  of  Fraser  purchase.  "I  have 


made  billions,"  he  crows.  "It's  verj 
easy  to  make  a  lot  of  money."  H<( 
declines  to  document  the  boast.  " 
am,"  he  says,  "a  private  individual."!) 

If  Al-Fayed  used  his  own  £573  mil 
lion  to  swing  the  House  of  Frase 
deal,  he  made  that  fortune  in  recon 
time.  The  biographical  fog  created  b 
Al-Fayed's  London-based  public  rela 
tions  consultant  Brian  Basham  has  i,! 
that  Al-Fayed  inherited  vast  richeil 
from  his  father,  Ali.  Basham  says  thi  k 
father  was  involved  in  growing  an  . 
shipping    Egyptian    cotton    for    thu 
mills  of  Lancashire.  Mohamed  is  sal  i 
to  have  expanded  the  family  fortun, '. 
in   the  petrodollar-rich   states  cif 
the  Persian  Gulf. 

The  story,  to  put  it  mildly 
strains  credulity.  "Dynasty?  Rul 
bish,"  says  Ashraf  Marwan.  Ma 
wan  is  Gamal  Abdel  Nasser's  soi 
in-law.  His  office  supervised  Egyi 
tian  intelligence  under  Anwar  E 
Sadat.  Al-Fayed's  father,  sa) 
Marwan,  was  a  schoolteacher  i 
Alexandria.  "You  cannot  cano 
out  your  past,"  Marwan  says.  "Tr 
man  [Mohamed  Al-Fayed]  is  a  fakj 
He  was  born  into  a  middle-cla: 
family,  nothing  more  than  that.", 
Adnan  Khashoggi  says  he  fir 
met  Al-Fayed  in  Alexandria 
1953.  Mohamed  Al-Fayed,  25 
the  time,  was  distributing  Sing 
sewing  machines.  Impressed,  Kh 
shoggi  offered  Al-Fayed  a  job  in 
furniture  business  that  he  ownt 
in  Jidda.  Al-Fayed  also  marri 
Khashoggi's  sister.  (Their  s< 
Dodi  Fayed,  is  listed  as  a  co-fina 
cier  of  the  Oscar-winning  fil 
C/xiriots  of  Fire.)  But  the  marria 
and  the  friendship  with  Khashog 
soon  came  apart. 

Between  1954  and  1964  Al-Fay 
kept  a  low  profile.  In  June  1964 
resurfaced  in  Port-au-Prince,  Hai 
-  where  he  called  himself  Sheikh 
Fayed  and  claimed  to  be  the  represe 
tative  of  the  Emir  of  Kuwait.  Accoi 
ing  to  Lonrho  officials,  Haiti's  Pre 
dent  Francois  (Papa  Doc)  Duval: 
gave  Al-Fayed  control  of  Port 
Prince  docks  and  a  local  oil  cona 
sion  company,  for  the  promise  of  K 
waiti  investment.  According  to  i 
Fayed:  "My  idea  in  Haiti  was  to  bu 
a  port  complex." 

No  Kuwaiti  money  appeared, 
Al-Fayed  disappeared  in  Deceml 
1964.  "My  life  was  in  danger,"  j 
Fayed  explains.  According  to  testin 
ny  given  by  Haitian  and  other  vv 
nesses  recently  to  British  investi, 
tors  in  the  House  of  Fraser  matter, 
Fayed  made  off  with  more  th| 
$200,000  (no  small  sum  in  1964).  > 
true,  says  Al-Fayed,  who  claims 
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e  Haitians  owed  him  more  than  $4 
illion. 

From  Haiti  on  to  Dubai.  Here  Al- 
yed  prospered.  "I  met  the  ruler  of 
'jbai  at  a  time  when  there  was  a  lot 
'  development  there,"  says  Al-Fayed. 
lie  ruler  was  very  grateful." 
Grateful  enough  that  Al-Fayed  ac- 
mulated    the    capital    to    acquire 
3use  of  Fraser?  Mahdi  Al-Tajir,  a 
'plomat-businessman  for  whom  Al- 
yed  worked  as  fixer  and  middle- 
an,  told  Lonrho  he  thinks  it  would 
we  been  impossible.  Al-Fayed  might 
ve  accumulated  as  much  as  £20 
•illion,  he  says,  but  no  more. 
Among  those  amazed  by  the  daz- 
ing emergence  of  Al-Fayed  was  Rob- 
t  O.  Anderson.  The  former  head  of 
:lantic   Richfield   recalls   that   Al- 
jyed  approached  him  as  a  commis- 
bn  agent  on  some  Middle  East  deals 
•eclined    by    Anderson).    "Back    in 
'83,  when  Al-Fayed  approached  us, 
':  struck  me  as  a  man  of  relatively 
odest  means,"  says  Anderson,  who 
[  now  in  partnership  with  Tiny  Row- 
'ad  in  a  New  Mexico  oil  exploration 
'•m  called  the  Hondo  Co.  "His  sud- 
!,.n  acquisition  of  wealth  was  some- 
hat  puzzling." 

By  1979  Al-Fayed  had  bought  the 
iris  Ritz  (for  $30  million),  a  castle  in 
•otland,  a  luxurious  Park  Lane  apart- 
'ent  in  London,  and  other  orna- 
'ents.  Some  of  the  Al-Fayeds'  invest- 
ents  are  sheltered  by  ownership  in 
'trious  tax  havens.  The  Paris  Ritz,  for 
':ample,  is  owned  by  an  Al-Fayed 
ailbox  company  on  the  Channel  is- 
nd  of  Jersey  and,  Lonrho  found,  is 
ortgaged  to  the  Royal  Bank  of  Scot- 
nd  for  FFr250  million.  The  castle  is 
!;ld  by  an  Al-Fayed  shell  company  in 
echtenstein.  The  Al-Fayeds  have  a 
')%  stake  in  National  Bancshares 
'orp.  of  San  Antonio,  Tex.  (1987  as- 
;ts,  $2.8  billion).  But  NBC  of  Texas 
st  $64  million  last  year. 
What  of  the  House  of  Fraser  invest- 
ent?  Servicing  the  £573  million  in 
ans  taken  down  to  swing  the  deal — 
'us  nearly  £200  million  of  House  of 
'aser's  own  debt — is  probably  cost- 
g  the  Al-Fayeds  around  £75  million 
year.  House  of  Fraser 's  pretax  oper- 
ing  income  in  1985  was  only  £48 
'illion.  In  1985-86,  the  last  period  for 
hich  the  Al-Fayeds  filed  their  ac- 
mnts  with  the  U.K.'s  Companies 
'sgistrar,  House  of  Fraser  Holdings 
kowed  a  net  loss  of  £21.8  million.  In 
'86  House  of  Fraser  tapped  the  Brit- 
h  money  market  for  £400  million, 
esumably  to  sustain  cash  flow  and 
nd  some  improvements  Al-Fayed 
is  been  making  to  Harrods. 
Meanwhile,  however  troubled  the 
ize,  Tiny  Rowland  continues  his  fe- 


Permission  granted 


RDR  Productions 


Peter  Marlow/Magnum 


Mohamed  Al-Fayed  and  Tiny  Rowland 
A  fight  without  finish? 


During  Lonrho  Pic's  eight-year 
effort  to  take  over  House  of 
Fraser,  R.W.  Rowland  and  Lonrho 
officials  were  grilled  for  more  than 
1,000  days  by  various  U.K.  govern- 
ment bodies.  Yet  when  the  Al- 
Fayed  brothers  sought  permission 
to  take  over  House  of  Fraser,  they 
got  it  almost  immediately.  Why? 

One  theory  making  the  rounds 
ties  the  speedy  approval  to  the  gov- 
ernment's efforts  to  stabilize  ster- 
ling in  the  spring  of  1985.  In  1983 
the  sultan  of  Brunei  had  some  $9 
billion  of  Brunei's  reserves  under 
management  with  Britain's  Crown 
Agents,  a  quasi-official  body  estab- 
lished in  1833  to  help  colonies 
manage  their  foreign  revenues  and 
investments.  The  sultan  was  re- 
putedly unhappy  with  the  returns 
his  reserves  were  fetching.  On  Jan. 
1,  1984,  moreover,  Brunei  would 
become  independent.  The  British 
Foreign  Office  had  proposed  that 
the  U.K.'s  elite  Gurkha  force, 
which  protected  the  oil-rich  king- 
dom, be  withdrawn.  This  upset  the 
sultan.  The  Gurkhas  remained,  but 
by  then  the  sultan  had  decided  to 
move  Brunei's  money  out  of  the 
Crown  Agents'  custody  and  into 
several  U.S.  banks  (including  Mor- 
gan Guaranty  and  Citibank)  and 
two  Japanese  securities  houses 
(Nomura  and  Daiwa). 

On  Jan.  25,  1985  an  informal 
meeting  was  arranged  at  No.  10 
Downing  Street.  Reportedly  pres- 
ent were  Margaret  Thatcher,  the 
sultan  of  Brunei  and  Mohamed  Al- 
Fayed.  The  prime  minister's  office 
will  neither  confirm  nor  deny  that 
the  meeting  took  place. 

At  the  time  the  pound  was  drop- 
ping. It  hit  an  alltime  low  against 
the  dollar  on  Feb.  26,  at  $1.04  to 
the  pound.  It  is  not  unreasonable  to 
suppose  that  the  prime  minister 
talked  to  the  sultan  about  ster- 


ling's weakness.  The  sultan  may 
have  spoken  of  the  rumors  con- 
cerning the  withdrawal  of  the  Gur- 
khas. Mohamed  Al-Fayed  might 
well  have  mentioned  his  desire  to 
acquire  House  of  Fraser.  Why  Al- 
Fayed  was  invited  to  the  meeting 
remains  something  of  a  mystery. 

Conjecture  aside,  not  long  after 
the  meeting  the  sultan  agreed  to 
move  a  substantial  portion  of  his 
$9  billion  back  into  sterling,  which 
soon  began  rising.  The  rumors  that 
the  Gurkhas  might  be  removed 
from  Brunei  withered  and  died. 
And  on  Mar.  14,  1985  Mrs.  Thatch- 
er's top  trade  official,  Norman  Teb- 
bit,  gave  the  Al-Fayeds  the  green 
light  to  buy  House  of  Fraser.  In  an 
angry  letter  of  Dec.  18,  1986  to 
Tebbit's  successor,  Paul  Channon, 
Tiny  Rowland  charged:  "The 
House  of  Fraser  decision  was  made 
by  the  Prime  Minister,  Mrs. 
Thatcher,  and  the  Secretary  for 
Trade,  Norman  Tebbit.  They  flung 
aside  the  rules  for  a  cheat."  The 
British  government  has  declined 
comment  to  Forbes,  but  is  now 
investigating  Rowland's  charges. 

Norman  Tebbit  is  no  longer  a 
member  of  the  Thatcher  govern- 
ment. But  his  path  is  again  crossing 
the  Al-Fayeds'.  In  December  1987 
House  of  Fraser  Pic.  paid  Austra- 
lian financier  Robert  Holmes  a 
Court's  Bell  Group  £210  million 
for  an  8%  block  of  Sears  Pic,  the 
British  retailer  that  owns,  among 
other  stores,  Selfridges  in  London. 
That  increased  the  Al-Fayeds' 
Sears  stake  to  10%.  Al-Fayed  rel- 
ishes the  fact  that  London  finan- 
cial analysts  were  surprised  by  his 
Sears  purchase.  "That's  how  we 
operate,"  Al-Fayed  told  Forbes. 
One  month  before  House  of  Fraser 
enlarged  its  Sears  stake,  Norman 
Tebbit  was  named  to  the  Sears 
board.— P.G. 
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rocious  campaign  to  wrest  House  of 
Fraser  from  the  Egyptians.  Prodded  by 
Rowland,  the  U.K.  Department  of 
Trade  &  Industry  announced  in  April 
1987  an  investigation  into  House  of 
Fraser's  acquisition  by  Al-Fayed.  The 
investigation  may  be  completed  in 
April  or  May.  If  the  government  finds 
that  Al-Fayed  acquired  the  retailer  im- 
properly, it  could  force  him  to  divest. 
That  possibility,  however  remote, 
could  give  Tiny  Rowland  and  others 
another  go  at  House  of  Fraser. 

"This   whole   problem,"   says   Al- 
Fayed,  "is  being  imposed  upon  me  by 


a  madman."  Al-Fayed,  who  is  some- 
times seen  with  Prince  Charles  and 
Princess  Diana  and  has  dined  at  No. 
10  Downing  Street,  is  fighting  back. 
He  has  commissioned  investigators  to 
gather  data  on  people  suspected  of 
siding  with  Lonrho,  and  on  journalists 
who  write  about  this  bizarre  battle. 
He  is  suing  the  Observer  newspaper, 
owned  by  Rowland,  for  libel,  and  he 
threatens  to  sue  journalists  who  criti- 
cize him  in  print. 

And  what  about  the  swami,  the  go- 
between  in  this  mess?  He  was  arrest- 
ed in  New  Delhi  by  Central  Bureau  of 


Investigation  agents  last  month  o: 
charges  that  he  had  bilked  an  India 
living  in  Britain.  Fortified  with  infoi 
mation  supplied  by  Tiny  Rowlanc 
the  Indian  government  might  als 
want  to  know  what  the  swami  di 
with  the  money  he  got  from  the  A] 
Fayeds  and  Rowland. 

As  characters  in  a  screenplay,  Tin 
Rowland  and  Mohamed  Al-Faye 
might  strike  even  the  producers  c 
James  Bond  thrillers  as  far-fetchec 
But  in  the  real  world  of  high-stake 
takeover  games,  is  anything  beyon 
belief?  ■ 


Thanks  to  Drexel  financing,  Southmark 
grew  from  a  busted  REIT  into  a  giant 
financial  company.  Now  it's  in  trouble. 

A  jerry-built 
structure 


By  Howard  Rudnitsky 
and  Matthew  Schifrin 


Dallas-based  Southmark  Corp. 
was  a  corporate  rocket.  In 
1980  it  had  assets  of  SI 00  mil- 
lion, and  its  stock  sold  tor  about  SI  a 
share.  In  1987  Southmark  controlled 
nearly  $10  billion  worth  of  assets, 
mostly  real  estate,  but  also  insurance, 
oil  and  gas,  savings  and  loans  and 
campgrounds.  In  1986  its  stock  traded 
as  high  as  $14  per  share. 

But  the  rocket  is  fizzling    In  No- 
vember Southmark  tried  unsutu^ 
fully  to  sell  itself  tor  about  $315  mil- 
lion  in  stock--S6.85  per  Southmark 
share-  to  Louisville,  Ky. -based  insur- 
er   [CH    Corp.    Alter    the    deal    tell 
through  because  the  market  reacted 
Southmark  recently  indi- 
s<  II  some  $500  million 
d  it  omitted  its  s2  B  mil- 
lion i  k  dividend. 

..ik's     47     million 

hange  shares  are 

trad,  Southmark's  is- 

pecial  stock  and 

$1.8  bi  ield  over  20%— 

trading ;  ink. 

Fokiu  s  uthmark  s     vice 

chairman,   Willi      .   s.   Friedman,   foi 


an  interview  about  his  problems.  He 
told  us  to  come  back  next  year. 

Only  the  problems  won't  wait  until 
next  year.  Southmark  is  the  largest 
real  estate-based  conglomerate  fi- 
nanced by  Drexel  Burnham  Lambert's 
Michael  Milken.  As  it  grew,  South- 
mark  borrowed  more  money  than  it 
needed  tor  expansion  and  used  the 
excess  funds  to  invest  in  other  iunk 
bond  financings.  Many  of  Drcxel's  fa- 
vored clients  did  the  same  But  the 
practice  helped  balloon  Southmark's 
debt  from  $80  million  in  1980  to  $1.8 
billion  currentlv  Drexel's  supcrfinan- 
eiei  Milken  and  Southmark's  two  top 
executives  Gene  Phillips  and  Wil- 
liam Friedman  are  close  associates. 
I'hcy  even  participated  in  private 
partnership  deals  together.  Financing 
Southmark  and  subsidiaries  brought 
Drexel  well  over  $50  million  in  tees 

Gene  Phillips,  50,  is  a  chemical  en- 
gineer by  training,  a  real  estate  opera- 
tor by  trade.  His  partner  Friedman,  44, 
is  a  lawyer.  In  the  early  1980s  they 
bought  into  Southmark,  the  remnants 
ot  a  busted  1970s  real  estate  invest- 
ment trust  that  had  remaining  assets 
of  $125  million  in  tax  losses,  a  few 
properties  and  some  mortgages 

Under      the      new      management, 


; 


Southmark  became  a  kind  of  tradin 
company.  It  borrowed  long  term  t 
buy  real  estate  assets,  then  repack 
aged  and  resold  them  as  syndicate 
partnerships  at  a  profit. 

The  pair  run  Southmark  more  like 
private  investment  portfolio  than 
big  public  company,  even  though  the 
own  less  than  25%  of  the  stock 
Southmark's  recent  proxy  devote; 
four  pages  to  transactions  among  th 
partnerships  and  companies  cor 
trolled  or  managed  by  the  two  pan 
ners  and  other  Southmark  executive* 

In  late  1984  Southmark  agreed  t 
assume  the  obligations  of  a  priva 
Phillips  and  Friedman  partnership 
with  both  men  guaranteeing  full  re 
payment  of  any  Southmark  advance; 
But  Southmark's  latest  proxy  dis 
closes  that  Southmark  had  assume' 
nearly  $18  million  of  their  borrow 
ings.  Southmark's  proxy  states  that " 
committee  of  disinterested  member 
of  the  Board  is  reviewing  the  status  c 
these  transactions." 

In  another  transaction,  Southmar 
extended  Phillips  and  Friedman  a  $1 
million  line  of  credit  after  Black  Mor 
day  to  meet  margin  calls  on  stock 
they  held,  including  Southmark. 

Even  before  Black  Monday,  South 
mark  was  in  trouble.  The  market  fc 
Southmark's  asset  packages  was  dr> 
ing  up.  In  late  1986  Congress  ha 
changed  the  tax  laws,  hurting  tax 
sheltered  real  estate  investment; 
That,  coupled  with  a  real  estate  dY 
pression  affecting  many  of  South 
mark's  properties,  created  a  cas 
squeeze.  Still,  Phillips  kept  expandin 
into  insurance  and  nursing  homes. 

As  long  as  the  equity  market  n 
mained  strong,  Phillips  and  Fnedma 
could  raise  new  money  by  partiall 
spinning  off  subsidiaries  via  public  o 
fenngs.  Last  year  alone  Southmar 
raised  over  $60  million  this  way.  Stil 
by  the  end  of  September  1987  South 
mark's  cash  position  had  declined  b 
$100  million' from  the  lune  quartei 
The  crash  on  Oct.  19  ended  South 
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r  rk's  ability  to  raise  equity  capital. 
Zan  Southmark  continue  to  service 
1  heavy  burden  of  debt  and  pre- 
f  red?  Southmark's  corporate  struc- 
t  e  and  accounting  are  bewilderingly 
c  nplex.  Over  half  the  assets  aren't 
c  isolidated  on  the  balance  sheet. 
'  e  nonconsolidated  holdings  in- 
c.ide  $3  billion  (assets)  San  Jacinto 
F  zings  &  Loan  and  $1.4  billion 
iathmark  Life  Group.  So  even  an 
Eoert  has  difficulty  figuring  how 
i  ich  cash  flow  is  available  to  service 
c  3t  and  other  obligations.  Mean- 
v  ale,  over  $225  million  of  debt 
c  mes  due  this  year  and  next. 
When  the  ICH  merger  fell  through 
I  December,  Southmark  was  forced 
t  cut  a  crafty  deal  with  ICH.  In  a 
[  vate  placement,  each  company 
s,.d  to  the  other,  through  their  insur- 
i  ce  subsidiaries,  1  million  shares  of  a 
[  0  million  preferred  issue,  paying  a 
'.°/o  dividend.  In  effect,  Southmark 
[it  $50  million  in  cash  from  its  own 


insurance  company. 

Why  go  through  all  that?  Because 
state  insurance  regulations  limit  the 
amount  of  capital  a  parent  can  direct- 
ly siphon  from  an  insurance  subsid- 
iary. The  swap  got  around  that. 

Recently  Southmark's  San  Jacinto 
Savings  sold  its  87%  holding  in  home 
builder  J.M.  Peters  to  builder  MDC 
Corp.  The  deal  won't  help  relieve  the 
cash  squeeze.  MDC  paid  with  $100 
million  in  mortgage-backed  notes.  No 
cash,  but  a  way  for  Southmark  to  re- 
port a  $40  million  profit. 

Fred  Carr  of  First  Executive  Corp.,  a 
major  investor  in  Southmark's  senior 
and  junior  debt  and  a  major  Drexel 
client,  last  year  unloaded  all  of  his 
Southmark  junior  debt  holdings. 
Hardly  a  vote  of  confidence. 

With  Drexel's  help,  Southmark 
may  yet  pull  out  of  its  tailspin.  But 
holding  the  company  together  is  go- 
ing to  be  a  lot  tougher  than  putting  it 
together.  Times  have  changed.  ■ 


he  collapse  of  the  option  index  trading 
astern  in  Chicago  in  October,  says  the  SEC, 
aises  questions  of  that  market's  "funda- 
lental  fairness. ' 


>> 


Free  market 
follies 


By  Richard  L.  Stern 
and  Kathy  Murray 


Stanley  Solak,  a  manager  at 
^fc  General  Public  Utilities  Service 
I^Corp.  in  Reading,  Pa.,  is  unim- 
jessed.  He  says  he  lost  $160,000  trad- 
ig  options  index  puts  on  the  Chicago 
|>ard  Options  Exchange  because  part 

that  exchange  all  but  crashed  dur- 
g  the  tumultuous  trading  on  Oct. 
).  Now  the  CBOE,  without  admit- 
lg  that  anything  was  really  wrong 
at  day,  is  asking  him  to  accept  may- 
:  $30,000  and  a  "we're  awfully  sor- 
"  for  his  trouble. 

Solak,  47,  is  one  of  several  hundred 
g  options  index  losers  who  will  div- 
'  a  $1.2  million  kitty  created  by  an 
lprecedented  assessment  on  mar- 
itmakers  in  the  popular  Standard  & 


Poor's  100  index  options.  It  turned  out 
that  investors  like  Solak  who  tried  to 
trade  these  relatively  sophisticated 
index  options,  especially  one  series 
called  the  OEZs,  discovered  on  Oct. 
20  that  strange  and  quite  expensive 
things  happened  to  them. 

For  one  thing,  the  entire  S&P  100 
options  market  was,  for  all  practical 
purposes,  closed  for  most  of  the  day. 
Especially  hard  hit  were  investors 
hoping  to  get  some  good  out  of  OEZ 
puts,  a  new  class  of  S&P  100  index 
options  that  the  CBOE  had  intro- 
duced on  Oct.  20  in  recognition  of 
the  previous  day's  tumbling  market. 
Investors  who  put  in  orders  to  buy 
OEZs  at  what  they  thought  had  to  be 
low  prices  when  the  market  opened 
that  morning  found  that  their  orders 
were  not  filled  until  late  morning — 


at  ruinously  high  prices. 

Even  though  more  than  400  mar- 
ketmakers  are  registered  to  trade 
these  S&P  100s,  the  Securities  &  Ex- 
change Commission  found  their  par- 
ticipation "declined  precipitously"  on 
Oct.  20.  More  than  that,  though  prices 
for  these  indexes  are  supposed  to  be 
based  primarily  on  the  prices  of  the 
market  basket  of  stocks  they  repre- 
sent, no  one  seems  to  know  how  the 
index  values  were  established;  at  least 
20%,  perhaps  over  30%,  of  the  S&P 
100  stocks  did  not  trade  at  various 
times  that  day. 

Losses  on  these  index  options  sure- 
ly ran  into  tens  of  millions  of  dollars.* 
Little  wonder  that  so  many  investors 
and  some  of  the  largest  wirehouses, 
including  Shearson  Lehman  Hutton 
and  Prudential-Bache,  are  not  satis- 
fied with  the  $1.2  million  that  CBOE 
has  coughed  up  to  make  amends  for 
what  can  only  be  called  the  collapse  of 
its  market  system. 

The  CBOE's  first  response  was  to 
investigate  itself  and  issue  a  report 
that  exonerated  itself.  Alger  (Duke) 
Chapman,  CBOE  chairman,  insists 
that  the  exchange  did  the  best  it  could 
under  extremely  volatile  and  trying 
market  conditions.  A  lot  of  heavy 
players  in  his  exchange  are  unper- 
suaded.  The  CBOE's  main  intent  on 
Oct.  20,  they  grumble,  was  primarily 
to  protect  itself  and  its  marketmakers 
who  had  lost  millions  on  Oct.  19. 

Henry  Pounds,  a  money  manager 
from  Southport,  Conn.,  figures  his  cli- 
ents alone  lost  anywhere  from  $1.5 
million  to  $3  million  because  the 
market  was  all  but  frozen  and  he 
could  not  unwind  his  investors'  posi- 
tions. Martin  Cohen,  a  private  inves- 
tor from  Westport,  Conn,  who  has 
been  organizing  a  class  action  suit 
against  the  CBOE,  says  he  wound  up 
with  a  $166,000  bill  for  index  puts  he 
had  ordered  that  he  figured  would  cost 
him  $10,000  at  most. 

Similarly,  John  Brittain,  a  retired 
economist  from  the  Brookings  Insti- 
tution, lost  $81,000  trying  to  hedge 
his  $500,000  retirement  portfolio. 
Brittain  had  put  in  a  market  order  for 
the  new  OEZ  options.  He  reasoned 
that  since  he  had  placed  an  order  for 
ten  contracts  in  these  put  options  at 
exercise  prices  far  lower  than  where 
the  market  was  that  morning,  the 
puts  would  be  cheap — maybe  $5  or 

*  The  American  Stock  Exchange  bad  similar  problems 
in  its  market  for  Major  Market  Index  options  based 
on  20  blue-chip  stocks  Tlje  Amex  is  also  offering 
refunds  to  some  infestors  Its  kitty  is  estimated  at  Si 
million  The  Securities  &  Exchange  Commission,  in  its 
official  report  on  the  crash,  was  critical  of  both 
exchanges,  noting  in  its  bland  prose  that  prices  on  the 
morning  of  Oct  20  "raise  serious  investor  protection 
concerns  " 
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Chicago  Hoard  options  Exchange  trading  pit  for  Standard 

Where  were  they  all  on  Tuesday,  Oct.  20? 


$10  per  unit,  or  $500  to  $1,000  maxi- 
mum per  contract.  (The  minimum 
buy  is  a  contract  for  100  units.)  But 
instead  of,  say,  $10  per  put,  Bnttain's 
order  was  filled  at  $81,  or  $8,100  for 
each  contract.  His  order  for  10  con- 
tracts cost  him  $81,000,  vs.  the 
$10,000  maximum  he  thought  he  was 
spending  for  protection. 

Sure,  you  can  call  Bnttain  and  oth- 
ers like  him  naive  for  placing  so- 
called  open  market  orders — to  be 
filled  at  the  prevailing  price,  not  a 
specified  price.  To  place  an  open  mar- 
ket order  in  a  wildly  volatile  market  is 
to  take  a  serious  downside  risk. 

In  (aimess,  too,  the  breakdown  in 
the  CBOE  system  and  concurrent 
pricing  extremes  of  Oct.  20  were 
without  precedent.  Indeed,  the  sys- 
tem was  resilient  enough  to  stand  up 
to  extremely  high  volume  (930,819 
stock  index  options  on  Oct.  16,  tor 
example,  up  from  349,788  on  Oct.  1) 
and  provide  a  relatively  efficient 
market. 

But  the  CBOE's  structural  flaws  are 
ntly  clear.  Except  tor  37  minutes 
Vt  20,  there  was  no  tree 
index  options.  Nor- 
mally irices  on  these  instru- 
nd  the  execution  of 
orders  begun  jtafl  ofeachtrad- 
ystem.  The  mar- 
d<  i  each  ol  the  op- 
tions i  ,  be  I  ided  that  day,  in 
turn,  and  .  ttle  on  an  opening  price 
among  u  -  Free  trading  is  noi 
permuted  during  this  rotation.  Nor- 
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mally,  this  process  takes  15  minutes, 
after  which  the  market  opens  and  rau- 
cous trading  in  the  pits  begins.  The 
rotations  took  2Vi  hours  the  morning 
of  Oct.  20 — until  noon — whereupon 
the  CBOE  suspended  trading  in  the 
index  options  and  began  a  whole  new 
rotation  at  1:22  EST. 

Consider  what  that  delay  did  to 
lohn  Bnttain.  His  order  for  the  Nov. 
185  OEZ — which  he  discovered  he'd 
bought  at  $81  instead  of  the  $10  or  so 
he  was  anticipating — was  executed  at 
around  1 1:50  a.m.  EST  when  the  S&.P 
100  was  about  219.  For  Bnttain  just  to 
break  even  at  that  price,  speculators 
would  have  to  believe  that  the  S&P 
100  could  drop  50%  by  November. 
How  likely  is  that?  It's  the  equivalent 
of  the  Dow,  which  had  dropped  500 
points  the  previous  day  to  1738,  fall- 
ing nearly  to  800  by  November. 

CBOE  officials  say  the  closed  mar- 
ket and  consequent  trading  losses 
were  regrettable  events  in  a  high-risk 
game,  but  they  untolded  within  the 
Exchange's  rules.  If  so,  some  rules 
need  changing,  like  the  rule  allowing 
CBOE  markctmakers  to  set  index  op- 
tion prices  even  as  trading  in  a  sub- 
stantial proportion  of  the  underlying 
stocks  has  been  halted.  More  than 
20%  of  the  underlying  stock  of  the 
SfilP  100  was  no  longer  trading  by 
11:30  a.m.  EST  when  the  rotation  be- 
gan in  the  OEZs. 

So  how  did  markctmakers  price  the 
series'  Outrageously  high.  Concedes 
Richard    Angell,    a    CBOE    market- 


maker  and  member  of  the  committ 
that  voted  for  the  refunds:  "There's 
question  we  obviously  would  ha 
been  better  off  not  opening  that  seri' 
[the  OEZs]." 

Nor  is  there  serious  question  th 
the  auction  system  of  multiple  ma| 
ketmakers  that  is  supposed  to  ke« 
prices  tight  had  broken  down.  Fac« 
with  volatility  and  the  danger  of  ca 
tinuing  losses,  many  marketmake| 
simply  chose  not  to  play. 

In  fact,  OEZ  trader  Steven  HirJ 
melman  notes  that  at  one  poni 
only  he,  his  brother,  Richard,  a: 
another  trader  known  as  the  "Revej 
end"  (because  he's  an  ordained  mi 
ister)  were  making  active  markets 
several  series  of  calls.  This,  despi 
the  fact  that  over  400  traders  hi 
signed  on  to  make  markets  in  d 
S&.P  100s. 

CBOE  Chairman  Chapman  co: 
tends  that  Oct.  20's  higher  premiun 
were  a  natural  result  of  "the  volatihi 
of  the  market."  Who  can  argue  wii 
that?  But  a  market  can  only  exi 
when  there  are  investors  willing  i 
participate  in  it.  In  spite  of  the  CBC 
refund  offers,  investors  still  have  the 
hands  in  their  pockets,  and  volume 
down  60%  since  the  crash.  Why?: 
part  because  they've  been  burned  u 
der  the  existing  rules.  In  unusual 
blunt  language  the  SEC  says  that  tl 
pricing  problems  on  Oct.  20  rai! 
questions  about  the  CBOE  optior 
market's  "fundamental  fairness." 

Many  investors  evidently  agree.  I 
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WE  PROVIDE 
THE  TOOLS 

FOR  A 

SUCCESSFUL 

PRESENTATION. 

•       •       a  ■       a       ■ 

■  •  •   CLUB   •  ■  • 


Club"  Class.  It  changes  the  face  of  business  travel  with  amenities  like  gourmet  cuisine,  fine  wine  and  a      R|?IT|Q|-I  AlR\A/AY^i 
mely  comfortable  seat,  in  addition  to  the  full  complement  of  courtesies  you  see  above.  So  that  you  emerge     ****^*  *  Un  nil\TT/M  3 

your  flight  not  only  feeling  refreshed,  but  looking  that  way.  Club  Class.  It's  a  most  attractive  way  to  fly.  The  world's  favourite  airline.'  ^r 


Willthe  computer  decisions 


KMtBs&Hmsam 


where  youneedfo  be  tomorrow? 


Anticipating  the  future  is  usually  the  difference  between  success  and  anything  short  ofi 

We  not  only  understand  that  difference,  we've  built  an  entire  business  around  it. 

We're  NYNEX  Business  Centers,  a  national  organization  which  is  a  part  of  one  of  thq 
biggest  telecommunications  companies  in 
the  world. 

We  sell  the  best  computers  from  the 
best  manufacturers,  including  IBM,  Apple 
and  COMPAQ.  But  before  we  do,  we  offer 
you  a  vision  of  where  you  are  now  and 
where  you  may  be  headed. 

This  is  no  mere  sketch  of  your  future 
needs.  We  help  you  build  modular,  systems 
approaches  to  equipment  and  software  pur- 
chases. To  assist  with  a  smooth  installation, 
we  pretest  all  the  hardware  and  software  we 
sell.  Plus,  should  you  require  it,  we  can  also 
provide  technical  support  from  NYNEX 
systems  engineers.  And  we  do  all  this  with 
a  sharp  eye  on  your  bottom  line. 


The  answer  isNYNEX. 


NYNEX  Business  Centers  offer  competi- 
tive prices  on  a  complete  range  of  products  from 
leading  manufacturers,  including    rnmpAO. ! 
IBM®  Apple®  and  COMPAQ®  '        0 

We  back  the  systems  and  AW 
software  we  sell  with  training,  ^^ 
service  and  local  support. 

We  offer  complete  financing  alternatives 
including  leasing. 

For  more  information  call: 

1-800-346-9X9X 

extension  83. 


\ 


Naturally  we  can  network  everything 
we  sell.  And  we  can  plan  your  current  hardware  needs  to  accommodate  systems  growth 
through  upgrades  and  add  ons.  We  can  also  train  your  people  to  use  most  everything  you  b 
from  us. 

But  most  important,  we  know  how  to  avoid  quick  fixes  which  may  cheat  you  in  the 
1  ui i  )  w  hy  not  contact  your  NYNEX  Business  Center  representative  for  a  longer-  term 
solution? 

he  one  decision  you  make  today  which  puts  you  in  charge  of  where  youl 


NYNEX 


Business 
Centers 


Where  business  is  headed. 


"ffvl  COM  rrcd  trademarks  of  International  Business  Machines  Corporation  COMRAQComputerCorporation.andAppleComputer.Inc  respective! 

NYNI  XisamarltofNYNl  X(  orporation  I  1988  NYN1  K  Business  Information  Systems  i 
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As  I  See  It 


The  dollar  has  bottomed,  according  to  cur- 
rency pundit  Robert  Roosa.  He  also  fore- 
sees a  sort  of  global  central  bank  that 
could  someday  include  Russia  and  China. 

All  the  world's 
a  bank 


Brown  Brothers  llarriman  partner  Robert  Roosa 

"I  think  we  can  avoid  a  recession.  [But]  there's  one  important  caveat. 


Uex  i,>ui-sjd.i  Maim 


By  Edwin  A.  Finn  Jr. 


In  a  career  spanning  more  than 
four  decades,  international  bank- 
er Robert  Roosa  has  served  as  an 
er  to  presidents  and  prime  min- 
egan  his  career  at   the 
rk  federal  Reserve  Bank  in 
later  he  recruited  a 
your;  n  School  of  Economics 

Paul  Volcker,  who 
snll  I  much.  From  1961 

to  IS  .  zed  as  under  secre- 

tary ry  for  monetary 

af fans  he   has   been   a 

partner  irate  banking  firm 

of  Brow,-'  llarriman  &  Co. 


and  a  quiet  consultant  on  many  of 
the  momentous  international  finan- 
cial issues  of  our  times.  In  his  Wall 
Street  office,  Roosa,  69,  recently 
talked  with  Forbes  about  the  dollar 
and  the  increasing  need  for  interna- 
tional cooperation  in  today's  precari- 
ous economic  environment. 

FoKBty  Have  we  seen  an  end  to  tlx  dol- 
lar's brig  slide 

Roosa  1  think  for  the  present  the  dol- 
lar really  has  touched  bottom.  Some 
economists  have  been  talking  about 
the  dollar  dropping  to  100  yen  or  1.5 
marks  long  term,  but  I  can't  see  any 
evidence  of  it  in  the  comparative  be- 


haviors of  the  three  economies. 

What's  ahead  for  the  U.S.  economy? 
I  think  we  can  avoid  a  recession.  Lat 
this  year  some  American  industri 
that  are  now  running  very  close  to  fi 
capacity  will  add  plant  as  they  s 
new  opportunities  for  exports.  Tr 
will  give  us  stronger  econon 
growth  in  the  second  half  of  1988. 
There  is  one  important  caveat:  tl 
we  don't  have  an  explosion  in  fins 
cial  markets.  You  can't  predict  su 
things.  But  I  hope  the  financial 
thorities  in  the  key  countries 
enough  attuned  to  the  possibility  tl 
they  have  contingency  plans  read) 
just  as  in  the  Oct.  19  crash,  when  t 
Federal  Reserve  quickly  made  pler^ 
of  funds  available. 


Clearly,  financial  officials  around 
world  are  cooperating  more  now.  Are 
moving  toward  a  global  central  ba 
It's  almost  that.  But  without  the  ; 
thority  to  coin  money  for  the  worj 
Right  now,  the  five  major  capital 
countries — the  U.S.,  Japan,  West  G| 
many,  Britain  and  France — are  coorl 
nating  policies  that  influence  the  sJ 
ply  of  credit  as  well  as  the  way  t| 
capital  and  credit  flows  among  th 
countries. 

When  people  talk  about  such  inte 
tional  arrangements,  they  often 
about  losing  national  sovereignty.  Is  \ 
a  problem? 

Well,  you  get  no  serious  impairing 
of  national  sovereignty  under  the 
rent  system,   because  decisions 
reached  through  negotiations  amc 
the  five  countries  where  each  rec 
nizes  its  own  self-interest.  Each  of 
ministers  or  deputies  gets  the  po'v 
to  negotiate  from  his  president  j 
head  of  state. 

Is  the  current  system  of  informal,  irre 
lar  meetings  adequate? 
Not  completely.  The  financial  de 
ties  of  the  five  countries  should  be 
a  sense,  meeting  continually.  By  t; 
ing  with  one  another  informally 
various    international    financial 
rums  such  as  the  Organization  I 
Economic   Cooperation   &  DevelB 
ment  or  the  Group  of  Ten,  the  del 
ties  should  keep  themselves  in  a  p»' 
tion  to  inform  their  central  bank  % i 
ernors  and  finance  ministers  abu 
problems  that  require  discussiono 
negotiations.  The  finance  minis  r 
and    central    bank    chairmen    th 
selves  should  meet  once  a  year  wl* 
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GetMdlhe 
VfcneyMartet. 


There's  no  firmer  financial  base  in 
the  Southeast  than  Charlotte,  North 
Carolina. 

Because,  the  $56  billion  plus  in 
banking  resources  headquartered  here 
is  the  largest  concentration  of  business 
and  investment  capital  between  Phil- 
adelphia and  Dallas.  Which  means 
you'll  find  more  expertise  in  sophisti- 
cated cash  management  services  and 
international  banking  than  exists  in 
many  larger  cities. 

Charlotte  has  other  assets  the  fiscally 
responsible  can  appreciate.  Our  aver- 
age rate  of  $14.38  per  square  foot  of 
office  space  is  modest  by  national  stan- 
dards. Construction  costs  are  among 
the  lowest  in  the  country.  Prime  sites 
and  facilities  are  abundant. 

The  labor  force  within  50  miles  ex- 
ceeds 670,000  and  work  stoppages  are 
virtually  unheard  of.  The  average  price 
of  housing  is  one-half  that  of  New  \brk. 
While  beach  and  mountain  retreats 
are  but  a  short  drive  away.  Call  Terrv 
OreU  at  (704)  378-131 1 .  Or  send  in  the 
coupon.  And  discover  just  how  enrich- 
ing living  in  Charlotte  can  be. 


in  1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1  n  1 1  ii i in  1 1 1. 


Yes,  I'd  like  more  information  on 
Charlotte,  North  Carolina. 

NAME 
TITLE 
COMPANY 
ADDRESS 

CITY  STATE  ZIP 

Mail  to:  Economic  Development  Division 
The  Charlotte  Chamber,  P.O.  Box  32785 
Charlotte,  North  Carolina  28232      90 


Charlotte 

NORTH  CAROLINA 


_ 


Don  Bauman.  Loves  to  fish. 

One  spring  day  back  in  '69,  right 
after  he  moves  to  the  country,  some 
40  miles  north  of  Grand 
Rapids,  Michigan,  he  buys 
a  two -drawer  lateral  filing  cabinet 
at  the  company  store.  800  series. 
Garden  variety.  Nothing  special. 
Lugs  it  home,  digs  a  big  hole,  sticks 
it  in  the  ground.  On  its  back.  Fills 
it  with  potting  soil,  throws  in  some 
good  'crawlers,  starts  farming  his 
own  worms.  Local  trout  go  crazy  for 
Bauman's  worms.  All  his  fishing 
buddies  hate  him. 


A  fish  story. 


Eighteen  years  go  by.  The  potting 
soil  is  water-logged.  Bauman  figures 
the  file  must  be  shot,  too.  Spends 
a  Saturday  morning  digging  it  out  of 
the  ground,  hosing  it  off.  Darn  thing 
is  mint.  Barely  a  spot  of  rust. 
So  what  does  he  do?  Puts  it  back 
in  the  ground.  Starts  all  over  again. 
True  story. 
Know  what  he  does  for 
Steelcase?  Evaluates  com- 
w  petitive  products . .  .You  might 
say  he  found  his  niche  in  life. 


The  Office  Environment  Company 


For  more  information ,  call  1-800-447-4700 


From  his  office  on  Wall  Street,  Roosa  ponders  tlx  future  of  world  finance 

"I've  been  working  with  the  Soviets  for  ten  years"  on  making  the  ruble  convertible  to  Western  currencies 


Alex  Quesada Matrix 


their  presidents  or  prime  ministers 
are  meeting  [at  annual  summits].  In 
addition,  though,  I  think  the  finance 
ministers  should  schedule  at  least  one 
other  regular  meeting  a  year.  By  set- 
ting up  a  routine  meeting,  they 
wouldn't  attract  particular  attention 
or  rattle  the  currency  markets. 

Have  you  played  a  role  in  helping  this 
system  evolve  over  the  past  few  years '' 
I'd  like  to  think  I  played  a  small  role. 
For  years  I  have  advocated  closer  eco- 
nomic policy  coordination  among  the 
Group  of  Five.  In  April  1985,  when  I 
heard  newly  appointed  Treasury  Sec- 
retary Baker  suggest  he  was  open  to 
this,  1  decided  to  stress  it  in  my  testi- 
mony to  Congress  later  that  month. 
Also,  I  had  talked  a  great  deal  about  it 
to  David  Mulford  [assistant  secretary 
of  the  Treasury  for  international  af- 
fairs]. Then,  in  the  summer  of  1985,  I 
met  Mulford  in  the  Concorde  lounge 
returning  from  Europe  and  asked  him 
what  he  was  up  to.  He  just  grinned, 
but  I'm  quite  sure  he  was  laying  the 
»ik   for   the   Plaza   meeting 


the  Group  of 

The  U.S.  budget  d<  ficit.  It's  the  great- 
est dj  .  the  v.  Kole  system. 
We  hav(  .  issi  nee  to  our 
allien  Kets  that  our  budget 
deficit  Li              I  ath  downward.  We 
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have  to  cut  spending,  and  we  will 
probably  have  to  raise  taxes — perhaps 
institute  a  value-added  tax.  Since  we 
have  an  overconsuming,  undersaving 
society,  we  need  some  mechanism 
that  will  discourage  consumption  a 
bit  and  encourage  savings.  Perhaps  a 
2%  value-added  tax.  People  say, 
"Why  raise  taxes?  Congress  will  just 
waste  the  money  with  higher  spend- 
ing." But  a  value-added  tax  would 
have  to  be  accompanied  with  the  clear 
understanding  that  we  can't  keep 
spending  more  money. 

Wlxte  would  you  cut  the  budget? 
Principally  in  the  defense  area.  We 
need  a  redefinition  of  the  defense  es- 
tablishment by  people  who  have  mili- 
tary experience.  Then  that  could  be 
reviewed  by  Congress  and  the  Penta- 
gon. We  have  to  ask  ourselves,  "How 
much  of  a  presence  do  we  need  to 
maintain  in  Europe  or  the  Persian 
Gulf?"  Maybe  we  don't  need  an  abso- 
lute reduction,  but  1  think  we've 
reached  a  stage  where  we  don't  need 
further  increases.  Further  increases  in 
defense  spending  will  have  to  come 
from  our  allies. 

A  crystal  Ixill  question  looking  out  20  or 
30  years,  do  you  see  tfx>  world  using  Just 
one  currency? 

Not  quite,  but  we  may  have  some- 
thing like  it  in  the  Special  Drawing 
Right  |a  sort  of  hybrid  currency  made 


up  of  British  pounds,  French  francs 
German  marks,  Japanese  yen  and  U.S 
dollars  used  in  some  Internationa 
Monetary  Fund  transactions].  If  th 
SDR  could  become  the  world's  princi 
pal  reserve  currency,  the  one  held  b 
central  banks,  it  would  help  keep  th 
major  currencies  relatively  steady 
Just  the  way  people  issue  gold-backd 
bonds,  people  could  issue  bonds  de 
nominated  in  SDRs  to  eliminate  al 
most  all  currency  risk.  I  think  yoi 
will  find  people  relying  on  the  SDR  a 
they  once  did  on  gold. 

How  significant  is  it  that  the  Soviets  re 
centfy  announced  a  plan  to  make  th 
ruble  freely  convertible  to  Western  cur 
rencies  by  tlx  late  1990s? 
Very  significant.  I've  been  workin 
with  the  Soviets  for  ten  years  on  thi 
now.  The  Chinese,  too,  by  joining  th 
international  Monetary  Fund,  hav 
committed  themselves  to  moving  tc 
ward  convertibility  to  Western  cui 
rencies.  Both  the  Chinese  and  the  Sc 
viets  will  first  have  to  adopt  market 
based  pricing  systems — an  enormou 
task.  But  we'll  see.  If  they  make  prog 
ress,  it's  possible  that  they  coul' 
someday  be  active  in  this  new  systetf 
of  international  economic  coordina 
tion.  At  any  rate,  there  does  seem  t 
be  a  growing  realization  in  China  an 
the  Soviet  Union  that  monetary  intt 
gration  with  the  West  is  a  desirabl 
goal.  ■ 
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Lorimar-Telepictures  Corp.  clearly  knows 
how  to  make  money  in  TV,  but  success  in 
moviemaking  has  so  far  eluded  it. 


Is  the  grass 
really  greener? 


By  Lisa  Gubernick 


What's  wrong  with  being  a 
prolific  supplier  of  program- 
ming to  television,  earning 
more  than  $800,000  a  year  in  salary 
and  bonuses  and  owning  stock  worth 
$37.5  million?  That  hasn't  satisfied 
Merv  Adelson,  chairman  of  $766  mil- 
lion (sales)  Lorimar-Telepictures  and 
husband  of  TV's  Barbara  Walters. 

Adelson's  Lorimar  is  the  nation's 
leading  supplier  of  original  TV  pro- 
gramming. TV  programming  can  be 
very  profitable,  and  Lorimar  has  some 
of  the  most  lucrative — series  such  as 
Dallas.  But  in  the  Hollywood  pecking 
order,  the  making  of  full-length  films 
is  on  top  and  TV  programming  is  well 
down  in  the  order  of  prestige.  Adelson 
has  long  itched  to  become  more  of  a 
name  in  moviemaking.  Lorimar  has 
already  lost  more  than  $50  million 
trying  to  turn  itself  into  a  successful 
moviemaker.  This  year  Adelson  will 
spend  another  $165  million  in  search 
of  filmdom  success. 

The  first  of  the  eight  Lorimar  films 
planned  for  1988  opened  Feb.  12.  Ac- 
tion Jackson  is  a  black  action  film 
starring  Carl  Weathers  and  his  mus- 
cles. This  $10  million  movie  is  not 
expected  to  lose  money,  but  it  is 
unlikely  to  be  the  kind  of  blockbust- 
er the  company  needs  to  justify  its 
presence  in  the  movie  business. 
Black  action  films  tend  to  open 
well — and  crash  by  the  second  week- 
end. Besides,  another  highly  touted 
entry  in  the  action  genre  opened  the 
same  day,  Disney's  fast-moving  Shoot 
to  Kill,  starring  Sidney  Poitier  and 
Tom  Berenger. 

Lorimar's  venture  into  the  film 
business  began  in  1977  when  Adelson 
and  then-partner  Lee  Rich  made  Twi- 
light's Last  Gleaming,  a  tour  de  force  for 
Burt  Lancaster  but  a  box  office  dud. 


The  duo  proceeded  to  a  string  of 
clinkers  including  Urgh  and  The  Fish 
Tfjat  Saved  Pittsburgh.  By  1983,  after  $8 
million  in  writeoffs,  Lorimar  an- 
nounced it  was  retreating  from  the 
movie  business.  Henceforward,  it 
would  focus  on  programming  for  net- 
work and  independent  TV  stations. 

That  made  sense.  Lorimar  currently 
has  nine  shows  on  network  televi- 
sion, more  than  any  other  television 
producer  in  the  business.  "In  terms  of 
batting  average,  week  in  and  week 
out,  you  just  can't  challenge  Lori- 
mar's success,"  says  Gene  Jankowski, 
president  of  the  CBS/Broadcast 
Group,  which  airs  Lorimar's  Dallas, 
Knots  Landing  and  Falcon  Crest. 


Over  the  last  three  years  Lorimar's 
financial  performance  hasn't  been  im- 
pressive. There  were  writeoffs  stem- 
ming from  poor  management  controls 
at  the  home  video  subsidiary.  There 
were  losses  from  syndicated  programs 
sold  to  weak  television  stations.  On 
top  of  all  this  were  those  movie  flops. 
The  bottom  line  will  be  roughly  $2.50 
per  share  in  losses  for  the  three  fiscal 
years  ending  this  Mar.  30. 

All  this  has  contributed  to  a  weak 
showing  for  Lorimar's  Amex-listed 
stock,  which  at  a  recent  10  sold  for 
barely  a  third  its  1986  high.  To  add  to 
Adelson's  problems,  S&P  recently 
lowered  its  ratings  on  Lorimar's  more 
than  $500  million  in  debt. 

But  the  market  has  overlooked 
some  hidden  strengths.  When  net- 
works buy  the  rights  for  a  first-time 
airing,  the  producer  rarely  recovers 
full  cost,  let  alone  makes  a  profit. 
Three  seasons  later,  when  the  pro- 
grams can  start  being  sold  as  reruns  in 
the  syndication  market,  the  profits 
start  rolling  in. 

The  heavy  rolling-in  could  start 
soon  for  Lorimar  from  its  TV  success- 
es of  the  past  few  years.  Four  highly 
rated  shows,  Valerie's  Family,  Perfect 
Strangers,  Our  House  and  ALT]  will  be 
ready  for  syndication  in  1990  and 
1991.  Guesses  about  syndication  are 
wild  guesses.  Nobody  knows  what  a 
show  will  bring  until  the  checks  are 
in  hand;  sometimes  a  program  that  is 
a  boom  in  the  original  market  proves 
a  bust  in  syndication — witness  Miami 


Lorimar-Telepictures  Chairman  Men' Adelson 
Seduced  by  the  silver  screen? 


Jovce  Ravid 
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Accountemps 

rated  best  by  more 

than  5  to  1  in  an 

independent  national 

survey 


Results  of  a  survey  by  Burke  Marketing 

Research  on  temporary  services  specializing 

in  accounting  and  bookkeeping  personnel. 

The  percentages  reflect  only  the  six  maior  specialists 
n  financial,  accounting  and  bookkeeping  positions 

Personnel  directors  of  a  cross-section  of  large  corporations 
were  asked  this  question: 

"In  your  opinion,  of  the  temporary  services  specializing  in 
accounting  and  bookkeeping  personnel,  which  one  is  best?" 

The  result:  Accountemps  was  rated  best,  by  more  than  5  to  1 
over  the  next  national  temporary  specialist  in  accounting  and 
bookkeeping  personnel. 

Next  time  you're  shorthanded,  or  have  projects  requiring 
experienced  accountants  or  bookkeepers,  call  Accountemps, 
the  temporary  specialist  rated  best  by  the  personnel  experts. 
Accountemps,  a  part  of  the  Robert  Half  organization,  has 
130  offices  on  three  continents. 

accountemps. 


Where  Second  Best  i  s  Not  Good  Enough 


SM 
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Vice.  Nevertheless,  Lorimar  has  some 
strong  product  coming  in  for  syndica- 
tion and  with  a  little  luck  1990  could 
beat  the  $1.70  a  share  or  so  Lorimar  is 
expected  to  earn  next  year. 

Perhaps  it  makes  sense,  therefore, 
for  Adelson  to  look  for  other  ventures 
that  can  absorb  some  of  the  impend- 
ing cash  flow.  Unfortunately,  Lori- 
mar's  ventures  outside  the  entertain- 
ment business  have  been  disappoint- 
ing. Between  1983  and  1986  Lorimar 
(together  with  Telepictures,  with 
which  it  merged  in  1985)  spent  more 
than  $200  million  on  a  diversification 
splurge.  It  went  into  advertising  with 
Bozell,  Jacobs,  Kenyon  &  Eckhardt.  It 
ended  up  with  a  home  video  opera- 
tion, a  half-dozen  television  stations 
and  MGM's  44-acre  movie  lot  in  Cul- 

In  Hollywood  pecking 
order,  TV  programming 
is  well  down  the  order  of 
prestige  from  the  making  of 
full-length  films. 

ver  City.  In  June  Adelson  conceded 
his  diversification  didn't  work,  and 
announced  that  he  would  be  selling 
off  everything  that  wasn't  entertain- 
ment-related. Fortunately,  Adelson 
hadn't  overpaid  for  the  acquisitions, 
and  Lorimar  will  get  out  with  a  mod- 
est profit,  roughly  $20  million  more 
than  acquisition  costs. 

Perhaps  in  part  because  these  deals 
weren't  big  successes,  Adelson  is 
again  pushing  moviemaking.  By  1986 
Lorimar  was  back  with  more  forgetta- 
ble flicks.  Undiscouraged,  in  1987 
Adelson  changed  his  movie  manage- 
ment team,  bringing  in  Bernie  Brill- 
stein,  the  man  responsible  for  Colum- 
bia's spectacularly  successful  Ghost- 
busters  Bnllstein  is  convinced  he  can 
turn  the  operation  around. 

"They  used  to  get  every  A-name  di- 
rector's C-project,"  says  Brillstein. 
His  strategy:  Rely  on  newer,  less  ex- 
pensive talent  rather  than  on  high- 
priced  stars.  To  apply  his  own  meta- 
phor, to  get  A-lcvel  ideas,  using  C- 
level  names.  His  1988  production 
lineup  includes  the  first  film  by 
Broadway  magicians  Penn  &  Teller  as 
well  as  Cookie,  the  first  U.S.  film  with 
Emily  Lloyd,  the  teenage  British  ac- 
tress who  received  rave  reviews  for 
Wish  )(in  Were  Here 

With  more  cash  about  to  flow  fron) 
TV  syndication,  Adelson  clearly 
hopes,  with  Brillstein's  assistance,  to 
reverse  his  luck  in  moviemaking.  But 
we  sometimes  wonder  what's  wrong 
with  iust  trying  to  be  the  world's  most 
profitable  manufacturer  of  television 
entertainment?  ■ 
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When  it  comes  to  innovation 

in  freight  transportation, 

everybody  follows  our  lead. 


•      •      •        urn 


■ 
-T 

: 15  8239 : 

: 

The  CF  Company's  reputation  as  a  leader 

is  based  on  the  simple  fact  that  we've  opened  up  a  lot  of 

new  highways  in  the  world  of  freight  transportation 

It  all  started  years  ago  when  Consolidated 

Freightways,  our  long-haul  motor  freight  division 

became  the  first  truly  nationwide  trucking  company. 

Later,  we  were  the  first  to  create  a  comprehensive 

freight  transportation  network  that  included  Canada, 

Alaska,  Hawaii,  Mexico,  Puerto  Rico  and  the  Caribbean. 

Closer  to  home  we  pioneered  the  use  of  doubles. 

We  were  also  the  first  to  pre -assign  pro  numbers  to 

simplify  tracing.  While  today,  our  computer  center 

in  Portland  is  the  most  extensive  in  the  industry.  As  you 

can  see,  the  CF  Company  is  a  hard  act  to  follow. 

But  our  competitors  will  just  have  to  get  used  to  it. 


COnSOLIDRTED 

FREIGHTWAYS.  IDC 


The 
Company 


Miles  aheaD 


Banks  and  the  investing  public  gave  Dino 
De  laurentiis  nearly  $200  million  to  build 
a  film  company.  The  money  is  gone  and 
the  company  in  ruins,  but  some  of  Dino' s 
friends  and  relatives  arent  hurting. 

No,  thank  you, 
PaineWebber 


By  Richard  Behar 


Dino  De  inion  Martha  Schumacher 

If  the  big  s.  - . .  't  finance  him,  the  public  would. 


Steve  GranttzCdcfarty  Photo 


NOTHING  IS  MORE  EPHEMERAL 
than  success  in  moviemaking. 
A  few  years  back  Dino  De 
Laurentiis  was  a  hero.  There  was  his 
1976  money-spinning  remake  of  King 
Kong,  and,  over  a  46-year  career,  such 
other  movies  as  Serpico  in  1974  and 
Fellini's  La  Strada  in  1956.  But  then 
came  some  momentous  flops,  partic- 
ularly Dune  (1984),  a  film  that  cost 
roughly  $50  million  and  took  in  just 
$16.5  million  in  rentals.  Suddenly  the 
big  studios  were  cooling  to  him. 

Enter  PaineWebber.  If  the  industry 
wouldn't  finance  him,  the  public 
would.  Before  you  could  say  King  Kong 
Lives  (this  one  died,  in  1986),  the  bro- 
kerage house  raised  $107  million  for 
De  Laurentiis,  selling  stock,  junk 
bonds  and  units  of  a  limited  partner- 
ship. Banks,  led  by  Bank  of  America, 
came  up  with  loans  amounting  to 
nearly  $60  million.  An  Australian  af- 
filiate went  public,  raising  another 
$19  million  (U.S.). 

Today  the  money  is  gone.  De  Laur- 
entiis Entertainment  Group's  work- 
ing capital  is  an  estimated  negative 
$54  million,  and  that's  counting  some 
very  dubious  receivables  at  face  value. 
Film  distribution  reportedly  has  been 
temporarily  halted.  The  company 
owes  $174  million  to  banks,  deben- 
ture holders  and  trade  creditors.  Its 
movie  library  and  its  studios  in  North 
Carolina  are  for  sale,  and  the  proceeds 
will  go  to  the  banks.  The  stock,  which 
was  offered  at  $12  in  1986,  sold  re- 
cently at  87  cents.  The  junk  bonds  go 
for  13  cents  on  the  dollar. 

Here  was  a  concept  stock  of  the 
classic  kind.  When  the  company  went  I 
public,  it  had  no  earnings  history.  De 
Laurentiis    himself    had    no    record  I 
managing  such  an  enterprise:  Produc-I 
ing  a  film  and  running  an  entertain-  I 
ment  company  with  a  costly  distribu- 
turn  network  are  different  things.  But  I 
the  company  did  have  a  concept,  and 
that  was  what  PaineWebber  raised  the  ' 
money  on — the  concept  and  the  mag- 
ic of  the  De  Laurentiis  name. 

In  an  October  1986  report, 
PaineWebber's  entertainment  analyst 
Lee  Isgur  rhapsodized  that  De  Lauren- 
tiis had  virtually  figured  out  how  to 
take  the  risk  out  of  moviemaking. 
Why,  you  could  recover  50%  to  60% 
of  production  cost  by  preselling  home 
videocassette  rights,  another  40%  to 
50%  from  foreign  distribution  rights" 
and  20%  to  30%  from  pay  television 
rights.  Before  distribution  costs,  at 
least,  you're  ahead  of  the  game  even 
before  box  office  rentals  start  rolling 
in.  To  top  it  off,  the  old  master  (he's 
now  68)  would  end-run  Hollywood's 


52 


FORBES,  MARCH  7,  1988 


m 


If  lizards  make  a  clean  break,  why  shouldn't  ampuls? 


You  get  an  easy  break 
just  by  using  your 
hands.  Schott  provides 
each  ampul  with  a 
built-in  snap-off  point. 
The  "Blue  Stripe"  is  a 
trade-mark  of  Schott 
Glaswerke,  Mainz. 


A  lizard  gets  a  lucky  break 
by  discarding  his  tail. 
Nature  provides  him  with 
a  built-in  snap-off  point. 


^^. 


Leaping  lizards!  On  his  way  to  the 
United  States  in  1 909,  Otto  Schott  hit 
upon  an  idea  for  making  a  new 
glass.  Leave  out  the  boric  acid  from 
laboratory  glassware  and  put  in 
sodium  borate.  That's  how  he 
discovered  the  ideal  glass  com- 
position for  ampuls. 
It's  just  as  inert  to  pharma- 
ceuticals as  glass  made  with  boric 
acid  -  something  no  other  material 
except  platinum  can  claim.  But  it's 
easier  to  process  -  minus  the 
trouble  of  cracking  caused  by  im- 
proper cooling,  the  glass-maker's 
dreaded  enemy  number  one. 

Since  it's  nearly  impossible 

to  improve  upon  such  a  good  thing, 
we've  shifted  our  focus  to  the 
handling  of  the  ampul.  Opening  it 
with  a  file  seemed  to  be  too  much  of  a 
bother.  And  none  of  the  other 
conventional  ways  were  good 
enough  either. 

The  perfect  solution  arrived 

with  the  development  of  new, 
electronically  guided  machines 
which  micro-scratch  the  neck  of 
an  ampul  with  an  accuracy  of 
4/100,000  of  an  inch.  The  result: 
force  needed  to  open  an  ampul  can 
be  predetermined  to  the  point  where 
the  neck  breaks  off  neatly  and 
cleanly. 

This  new  technology,  availa- 
ble from  Schott  America,  provides 
optimum  convenience  in  opening 
ampuls  and  is  just  one  example  of 
Schott's  R&D  achievements.  To- 
day's advanced  technologies  de- 
pend on  special  glass  from  Schott. 

Meet     Schott     worldwide: 

50,000  products,  40  production 
facilities,  represented  in  over  100 
countries,  with  $  1  billion  in  sales. 
Schott  in  the  USA:  8  com- 
panies employing  more  than  1,200 
people. 

Want  to  know  more  about  our 

special  glass?  Write  to:  Schott 
Corporation,  Dept.  F  7, 3  Odell  Plaza, 
Yonkers,  NY  10701. 

so 

ra  SCHOTT 

Nobody  knows  more  about  glass. 


Introducing  a  complete 
It  gives  you  the  one  thing  you  alwc 

Elegance.  Luxury.  Front-wheel  drive  technology.  Electronic  fuel-inje 


•  Advanced  front-wheel  drive  •  Powerful  new  V-6  engine 
•  £ lectronic  fuel  injection  •  Four-wheel  disc  anti-lock  braking  system* 
•  Self-leveling  suspension  •  Crystal  Clear  paint 
Adjustable  front-and  rear  seat  headrests  •  Power  rack-and-pinion  steering 
•  Automatic  temperature  control  air  conditioning 
i  •  Power  six-way  driver's  seat  •  Mark  Cross  leather  seating 
•  Rear-seat  stereo  headphone  controls 
.  Tronic  instrument  panel  •  Electronic  speed  control 
ooard  travel  computer  •  Crystal  Key  owner  care 


i  models     See  *W  tor  copy  ol  i. miieo  warranty  Deduct  Oie  on  powenra.n  after  5'50  Reactions  apply  Oj-sia1  Key  not  - 


' 


^ 


1 


LANDAU  MODEL 


a/  Chrysler  New  Yorker 

nted  in  a  luxury  car  Everything. 

»wer.  And  Crystal  Key,  the  ultimate  owner  care  program.  Everything. 

.ER  INTRODUCES  THE  CRYSTAL  KEY  PROGRAM. 

OWNER  CARE  THAN  EVEN  ROLLS  ROYCE  OR  MERCEDES. 

D-mile  Basic  Car  Warranty.'*'  This  covers  the  entire  car  You  just  take  care  of  normal  mainte- 
nents  and  wear  items,  we  take  care  of  the  rest.  Air  conditioning,  engine,  powertrain, 
ist,  electrical  components,  fuel  systems,  front  suspension,  engine  cooling  system...the  works. 
r  Puts  And  no  deductiPle  cost  to  you  either 

DOO-mile  Protection  Plan!1'  If  you  keep  the  car  over  five  years,  we  still  cover  the  engine  and 

■  even  protect  outer  Pody  rust-through  for  7 years/100,000  miles,    i  ^t 
Hotline.  Provides  a  toll-free  "800"  telephone  numPer  for  you  to  call        y0 

ave  any  question  on  warranty  or  service.  chTyTier  T/70 


CHRYSLER.  DRIVING  TO  BE  THE  BEST. 


De  Laurentiis  studio  in  Wilmington,  N.C. 

The  old  master  would  end-run  Bollywood's  costly  unions. 


rV-ntamin  Poner  Archive 


costly  unions  with  a  low-budget  stu- 
dio in  North  Carolina. 

As  late  as  March  1987  Paine  Webber 
reports  were  promoting  the  stock  at 
123/b,  projecting  75  cents  to  $1.25  a 
share  in  earnings  for  the  fiscal  year 
ending  Feb.  29,  1988.  Actual  results: 
For  the  first  three  .quarters  the  compa- 
ny lost  $3.78  a  share. 

"It  was  worthwhile  as  originally 
constructed,"  argues  Isgur.  "But  we 
had  one  disaster  after  another.  And 
once  it  became  apparent  that  things 
weren't  working,  management  froze." 
In  short,  the  concept  was  a  bust. 

Moviemaking  is  at  best  a  chancy 
business.  Most  of  the  small  film  pro- 
ducers that  went  public  toward  the 
end  of  the  bull  market  are  in  trouble 
today  (see  table)  But  none  has  burned 
through  as  much  money  in  as  short  a 
time — without  so  much  as  even  a 
near  hit — as  De  Laurentiis.  Since  the 
public  offering,  only  one  of  his  21 
releases — Crimes    of    the    Heart — has 
topped  $20  million  in  box-office  sales, 
and  that  barely  covered  its  total  costs. 
"The  idea  of  creating  a  major  studio 
from  whole  cloth  was  intoxicating," 
recalls  Gary  DeVore,  a  top  De  Lauren- 
icrtainment    executive    who 
lumped  ship  last  year. 
"The  idea  was  that  with  100%  of 
costs  covered,  it  was 
street,  a  guaranteed 
s  Merrill  Lviich  an- 
i  about  De  Lauren- 
md   a   similarly 
roup.  "What  they 
he    i   wing 
listribution — 
d  the  v  ists  of 


cos 
expe  i 
makn 

No' 


problems  was 
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De  Laurentiis  himself.  He  turned  out 
to  be  a  poor  delegator  who  trusts  no 
one  and  insists  on  making  even  minor 
corporate  decisions.  He  ran  the  com- 
pany as  if  it  had  remained  private. 
Until  she  quit  in  August,  Dino's 
daughter,  Raffaella,  35,  was  the 
$400,000  head  of  production.  The 
firm  also  has  production  deals  with  a 
son-in-law,  a  videocassette  deal  in 
Spain  and  Portugal  with  a  second  son- 
in-law,  and  a  distribution  deal  with  a 
brother  in  Italy.  Dino's  pregnant  33- 
year-old  companion,  Martha  Schu- 
macher, is  head  of  the  studios. 

Moreover,  De  Laurentiis  Entertain- 
ment has  a  web  of  deals  with  several 
firms  controlled  by  Dino  himself. 
Last  year  two  such  affiliates  owed  De 
Laurentiis    Entertainment    $27    mil- 


lion. The  company  has  agreed  to  set-l 
tie  the  debts  by  taking  TV  rights  to  an 
unspecified  group  of  films  valued  by 
"management"  at  $9  million  and 
based  on  "anticipated"  network  li 
cense  agreements.  De  Laurentiis  wil. 
throw  in  shares  in  one  of  his  private 
Italian  film  firms  if  those  rights  adc 
up  to  less  than  $9  million.  In  addition, 
the  TV  rights  to  a  miniseries  and  prof- 
its from  a  group  of  films  that  are  yet  tc 
be  made  have  been  valued  at  $9.5  mil- 
lion by  an  "independent"  appraisal 
The  company  will  not  release  a  copy 
of  the  appraisal  report. 

Then  there  is  a  promissory  note 
from  De  Laurentiis  for  $8.4  million,  at 
7.5%  interest,  which  is  backed  by 
million  shares  of  Dino's  De  Lauren- 
tiis Entertainment  stock.  But  the 
stock  is  now  worth  under  $1  million 

Among  the  firm's  assets  today 
$28  million  in  trade  receivables  ol 
questionable  collectibility.  According 
to  Arthur  Murphy,  a  well-known  Varil 
ety  commentator,  many  exhibitors 
hold  up  payment  to  failing  firms  ir 
order  to  renegotiate  the  contract. 

De  Laurentiis  is  no  longer  talking  tc 
reporters.  In  November  he  announcec 
that  he  might  resign,  but  that  hasn' 
happened  yet.  He  even  suggested  pub 
licly  that  De  Laurentiis  Entertain 
ment  should  change  its  name — th( 
very  thing  that  gave  it  so  much  cachei 
on  Wall  Street  in  the  first  place. 

Who's  to  blame  for  the  mess?  D( 
Laurentiis  is  in  a  major  way,  and  so  is 
PaineWebber  for  pushing  such  an  un' 
proven  concept.  But  a  lot  of  the  blam< 
rests  on  the  investors  themselves 
who  were  careless  enough  and  naiv< 
enough  to  buy  a  pig  in  a  poke  jusi 
because  the  pig  had  a  famous  nam< 
attached  to  it.  ■ 


Piz  stox  take  lix 


A  rash  of  Hollywood  offerings  has 
left  investors  with  a  dose  of  glam- 


our, but  not  much  in  profits.  Most 
of  these  firms  are  in  the  red. 


Company 


Dale  public         Initial  price 


High 


Recent 


Cannon  Groupt 


Oct  83 


20% 


45  lA 


y/i 


De  Laurentiis  Ent  Grp 


May  86 


12 


19'/4 


Imagine  Films 


July  86 


8* 


19'/4* 


414* 


Kings  Road  Entertainment 


Sept  85 


10 


lO'/i 


% 


Mercury  Entertainment 


Sept  84 


12* 


4V 


New  Line  Cinema 


Sept  86 


13V4 


SV. 


New  Star  Entertainment 


|une  86 


2' 


5W 


New  World  Entertainment 


Oct  85 


IV- 


Vestron 


Oct  85 


13 


15i/4 


4V» 


Vista  Organization  Ltd 


Aug  84 


6'/4* 


105* 


bVi* 


'!  'mis      ;  Mosi  recent  public  offering. 
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Not  Rolls  Royce.  Not  Mercedes. 
No  other  luxury  sedan. 

Only  the  all  new  Chrysler  New  Yorker 

protects  the  entire  car 

for  5  years  or  50,000  miles. 

Just  take  care  of  normal  upkeep. 

We  cover  the  rest.  No  deductibles. 

No  ifs,  ands  or  buts. 

With  Chrysler's  new  Crystal  Key  Owner  Care  Program,  for  5  years  or  50,000  miles,* 
all  you  do  is  take  care  of  normal  maintenance,  adjustments  and  wear  items. 
Chrysler  takes  care  of  everything  else  Engine,  powertrain,  air  conditioning,  steering, 
rust,  suspension,  electrical.  Everything  right  down  to  the  door  handles. 

And  you're  still  protected  on  the  engine  and  powertrain  for  7  years  or  70,000  miles 
and  outer  body  rust-through  for  7  years  or  100,000  miles* 

And  if  you  have  a  question  or  need  assistance,  there's  a  24-hour  toll-free  hotline. 

The  Crystal  Key  Program  starts  with  the  all-new  Chrysler  New  Yorker  Luxury  Elegance. 
Front-wheel  drive.  Fuel-injected  V-6.  Everything.  Completely  protected. 

How  does  the  competition  stack  up?  They  don't. 


BASIC  CAR 

WARRANTY 

covers  entire 

car  except 

normal  upkeep 

MAJOR 

COMPONENTS 

PROTECTION 

DEDUCTIBLE 

YOU  PAY 
FOR  REPAIR 

of  major 
components 

ENGINE 
PROTECTIONt 

POWER- 
TRAIN 
PROTECTIONt 

OUTER  BODY 

RUST-THROUGH 

PROTECTION 

24-HOUR 

TOLL-FREE 

HOTLINE 

CHRYSLER 

NEW  YORKER 

LANDAU 

5  years/ 
50,000  miles 

5  years/ 
50,000  miles 

None 

7  years/ 
7Q000  miles 

7  years/ 
70,000  miles 

7  years/ 
100000  miles 

Yes 

ROLLS  ROYCE 
CORNICHE 

3yr/ 
unlimited 

3yr/ 
unlimited 

None 

3yr/ 
unlimited 

3yr/ 
unlimited 

3yr/ 
unlimited 

No 

MERCEDES 
BENZ 

4yr/ 
50000  miles 

4yr/ 
5Q000  miles 

None 

4yr/ 
5Q000  miles 

4yr/ 
50,000  miles 

4yr/ 
50000  miles 

Yes 

CADILLAC 
BROUGHAM 

1yr/ 
12,000  miles 

5yr/ 
5Q000  miles 

$100  after 

1  yr/12.000 

miles 

6yr/ 
6Q000  miles 

6yr/ 
60,000  miles 

6yr/ 
100000  miles 

No 

LINCOLN 
TOWN  CAR 

1yr/ 
12.000  miles 

6yr/ 
6Q000  miles 

$100  after 

1  yr/12,000 

miles 

6yr/ 
60,000  miles 

6yr/ 
60,000  miles 

6yr/ 
100000  miles 

Yes 

OLDS 

REGENCY 

BROUGHAM 

1  yr/ 
12,000  miles 

3yr/ 
36,000  miles 

$100  after 

1  yr/12,000 

miles 

6yr/ 
60,000  miles 

6yr/ 
60000  miles 

6yr/ 
100000  miles 

No 

BUICK 
ELECTRA 
PARK  AVE. 

1yr/ 
12,000  miles 

3yr/ 
36,000  miles 

$100  offer 

1  yr/12.000 

miles 

6yr/ 
60,000  miles 

6yr/ 
60000  miles 

6yr/ 
100,000  miles 

No 

See  copies  of  these  limited  warranties  at  their  dealers.  Restrictions  apply. 


INTRODUCING  CHRYSLER'S   [^ 
CRYSTAL  KEY  PROGRAM        S 


Chrysler |    f/jQ 

Division  of  Chrysler  Motors 


CHRYSLER.  DRIVING  TO  BE  THE  BEST 


5ee  limited  warranty  at  dealer  Restrictions  apply  Excludes  Turbo  model    I  Deductibles  may  apply- 
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e  Falcon  900:  Beneal 
technologically  advance 


- 


As  the  most  advanced 
l  business  jet  that  has 
ever  flown,  the  Falcon  900 
offers  benefits  available  from 
no  other  aircraft  at  any  price. 
Consider: 

•  This  large  3-engine  busi- 
ness jet,  which  is  capable  of 
carrying  19  passengers,  actu- 
ally operates  with  small-air- 
craft efficiency.  At  .80  Mach 
on  a  typical  600  nm  flight  it 
is  almost  two-thirds  more 
efficient  than 

the  Gulfstream  IV  Direct 
operating  costs  run 
hundreds  of  dollars 
less  per  hour. 

•  Computer 
design  and 
extensive  use 
of  lightweight  composites  make  it  12  tons  lighter 
than  the  Gulfstream  IV 

•  The  3-engine  Falcon  900  can  fly  you 
anywhere  in  the  world— and  it  does  so 
with  the  same  peace  of  mind  as  a 


The  cabin  is  large  and  sumptuous — and  boasts  more 

width,  headroom  and  usable  space  than  the 

Gulfstream  IV 


The  900  5  amazing 
small  airport  versatility  can  be  credited 
to  airliner-style  high-lift  devices. 


3-  or  4-engine  widebody 
liner.  It  meets  stringent  E 
airliner  standards  for  ovel 
water  safety — a  stateme 
current  twin-engine  bust 
jet  can  make. 

•  The  Falcon  900  gets 
you  where  you're  going, 
only  comfortably  but  fas 
has  already  set  several  tn 
oceanic  speed  records. 

•  The  Falcon  900  can 
take  you  places  unreacha 
by  other  large  jets;  to  hui  I 

dreds  of  small  airports  around  the  world.  Short 
field  performance  is  extraordinary.  For  a  1000-n 
flight  its  balanced  field  length  is  actually  shorter, 
than  the  far  smaller  Citation  II's. 

•  The  Falcon  900  is  almost  futuristically  effici 
inside.  Passenger  space,  galley  space,  baggage  sp 
are  ingeniously  maximized.  Twelve  big  eye-level 
windows  on  each  side  give  the  passengers  a  pan 
ramie  view.  You  enjoy  both  interior  and  exterior 
baggage  compartment  access. 

•  The  Falcon  900  even  saves  you  time  when 
it  is  standing  still.  An  on-condition  maintenance 


le  luxury,  the  most 
usiness  jet  ever  built 


" 


long-range  Falcon  900  trijet 
'.fly you  anywhere  in  the  world. 


program  cuts  cost  and 
downtime.  Computer 
self-diagnostics  ease 
maintenance,  and  main- 
tenance access  is  superb 
Item:  avionics  all 
grouped  in  the  nose. 

•  No  business  jet  is  as  advanced  as  the  Falcon 
€,  simply  because  no  other  business  jet  maker 
n  mobilize  the  sophisticated  technology  that 
^ated  it.  It  evolved  from  the  brilliant  aeronau- 

al  minds  and  vast  technological 
sources  that  created  the  renowned 
rage  fighter.  From  the  builder  of 
Dre  than  5,000  jet  aircraft,  includ- 
l  over  900  Falcon  jets  in  world- 
de  service  today. 
It  was  brought  into  being  with 
oprietary  computer  design  tech- 
logy  so  advanced  that  portions 
it  have  been  licensed  to  such 
:hnological  leaders  as  Boeing 
d  Mercedes-Benz. 

•  And  the  Falcon  900  is  built  with  the  same 
tience  and  millimetric  precision  as  fighter  jets. 

r  example,  wing  planks  are  machined  under  com 
puter  control  from  solid  blocks  of  aluminum — 

then  chemically  milled  and 
assembled  on  computer- 
designed  tooling. 


The  900  was  designed  by  the  same 
engineering  minds — and  built  to  the 
same  standards — as  the  world's 
most  renowned 
fighter  jets. 


The  Falcon  900  entered  customer  service 

in  1986  and  is  in  full  production 

(FAA  certification.  March  21,  1986). 


Rivets  must  be 

driven  perfectly  or 

replaced;  no  crude  shaving  or  filling. 
The  Falcon  900  is  already  in  ser- 
vice— and  from  announcement  to 
first  flight  to  first  delivery,  it  has  been 
exactly  on  schedule.  Immune  to  the 
surprises  and  delays  that  plague  intro- 
duction of  new  aircraft  from  less 
experienced  manufacturers. 

Which  raises  a  final  point  in  favor 
of  the  Falcon  900,  in  terms  of  both  the 
aircraft  and  the  company  behind  it: 
promises  made,  promises  kept. 
For  more  information,  please 

call  (201)  393-8056,  or  send  us  the  coupon  below 


n 


e  Falcon  900.  Advanced 

hnology  in  the  service  of  efficiency, 

rformance  and  comfort. 


FalconJet 

Teterboro,  New  Jersey  07608 


"~1 


□  Please  send  more  information  about  the  Falcon  900. 

□  I'd  like  to  arrange  a  sales  presentation. 

Name/Title 


Company. 

Address 

City 

State 


Zip. 


Phone . 


Now  flying  a  _ 


L. 


F3788 
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After  years  of  trying,  Sears,  Roebuck  is  fi- 
nally learning  how  to  persuade  folks  who 
like  its  refrigerators  to  buy  its  mutual 
funds.  Yes,  there  is  such  a  thing  as  synergy. 

They  buy 

their  stocks 

where  they  buy 

their  socks 


By  Steve  Weiner 


Sears,  Roebuck  &.  Co.  is  one  of 
those  companies  that  the  finan- 
cial community  tends  to  dis- 
miss as  another  tired  old  elephant.  For 
most  of  the  last  ten  years  the  retailing 
and  financial  services  giant  has  deliv- 
ered erratic  and  subpar  earnings  de- 
spite revenues  that  are  pushing  the 
$50  billion  mark.  Its  return  on  equity 
slumped  for  four  consecutive  years,  to 
below  11%  in  1986,  glaringly  below 
the  five-year  retail  industry  average  of 
16%.  Stock  in  the  102-year-old  com- 
pany now  trades  near  34— about  $  1 .50 
below  book  value  and  less  than  half 
the  estimated  breakup  value  of  $75 
a  share. 

This  despite  most  impressive  as- 
sets.   Chicago-based    Sears    operates 
nearly  two  dozen  distinct  business- 
es— retailing,  insurance,  credit  cards, 
investments,  banking,  mortgage  lend- 
ing, real  estate  and  shopping  center 
development  arc  the  main  ones.  Sears 
is  the  largest  retailer  and  bank  credit 
card  issuer  in  the  world.  It  ranks  sec- 
ond in  the  country  in  personal  proper- 
ty and  casualty  insurance,  residential 
real   estate    and    mall    development. 
Dean  Witter,  with  7,540  account  ex- 
ecutives, is  the  nation's  third-largest 
broker-dealer.  All  of  which  in- 
forth  the  automatic 
rase  when  confront- 
■  takes  a  long  time 
hip  in  a  river." 
■  enough? 
s  to  tment  of 
rs  did  crank 
S 1 .65  bil- 


stubl 
out  I 
lion,  oi 
1986.  Bi 
12%,    was 
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%  from 
■a  about 
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growth  engine:  Allstate,  where  a  com- 
bination of  rate  increases,  tax  bene- 
fits, better  underwriting  and  above- 
market  investment  results  produced  a 
28%  surge  in  profit,  to  nearly  $963 
million,  and  a  19%  return  on  equity. 

Yet  results  from  other  Sears  busi- 
nesses were  mixed.  At  the  merchan- 
dise group  (58%  of  revenue,  48%  of 
profit),  earnings  rose  7%,  to  $787.4 
million,  but  only  with  the  aid  of  $79 
million  worth  of  tax  credits.  At  Dean 
Witter,  the  umbrella  group  for  many 
Sears  financial  businesses,  there  was  a 
skinny  $1.2  million  in  profit,  com- 
pared with  a  1986  loss  of  $37  million. 
A  $75.8  million  profit  on  Dean  Witter 
securities  transactions  was  demol- 
ished by  the  anticipated  $124.2  mil- 
lion loss  on  the  Discover  card.  Cold- 
well  Banker,  the  real  estate  group, 
earned  $93.1  million  on  the  year,  al- 
most exactly  its  profit  for  1986. 

So  is  the  battleship  turning?  Or  just 
churning  water?  For  all  the  appear- 
ances of  churning  water,  Forbes  dis- 
cerns clear  signs  that  Sears  really  has 
turned  around.  The  ship  has  a  new 
captain  and  mostly  new  officers,  and 
they  know  the  old  ways  won't  work. 
Where  previous  generations  of  Sears 
executives  maintained  an  above-the- 
fray  aloofness,  these  managers  arc 
acutely  aware  that  the  Sears  name 
alone  isn't  enough.  They  must  get  out 
and  sell  as  their  competitors  do. 

"Our  focus  is  outward,"  says  Mi- 
chael Bozic,  47,  chairman  and  chief 
executive  officer  of  the  Sears  mer- 
chandise group.  "We  used  to  be  in  the 
Sears  business.  Now  we're  in  some- 
thing broader,  the  business  of  selling 

I  ils  and  services,  any  place  and  any 
way  we  can.  That's  a  tremendous  atti- 
tudinal  change." 


Mului-ll     \l 


Indeed,  but  there  is  more  than  jui 
attitude  at  work.  After  a  six-year  hi; 
tus,  Sears  has  begun  to  expand  it 
retail  space  by  opening  more  and  di 
ferent  stores  and  launching  a  specia 
ty  store  division.  The  company  hi 
finally  established  "nest  eggs"  of  cor 
tinuing  revenue  and  profit  in  sue 
businesses  as  Dean  Witter  mutu; 
funds  and  mortgage  servicing. 

And  finally,  in  a  major  step,  Seai 
has  begun  to  make  aggressive  use  i 
its  customer  list.  Cautious  Sears  hi 
always  been  strangely  reluctant  to  us 
this  powerful  customer  magnet.  Ui 
like  other  modern  retailers,  man 
Sears  executives  clung  to  an  anachn 
nistic  view  of  modern  marketing:  th; 
it  was  too  manipulative,  borderlir 
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'  Brennan  (founder  Richard  Sears,  right,  and  master  builder  Julius  Rosenwald) 
"The  opportunities  to  develop  our  business  are  huge." 


Spying  even,  to  use  one  of  its  custom- 
er lists  to  target  likely  customers  on 
mother.  Some  Sears  executives  want- 
id  to  keep  their  customer  lists  propri- 
tary;  they  weren't  sure  they  wanted 
)ther  Sears  businesses  to  pursue  their 
:ustomers.  And,  truth  to  tell,  until 
ecently,  Sears  didn't  have  accurate 
:nough  lists  to  permit  extensive 
:ross-selling. 

But  Edward  Brennan,  chairman  and 
;hiel  executive  for  the  last  two  years, 
)ut  an  end  to  all  this  nonsense.  He 
orced  his  top  managers  to  talk  to  one 
mother.  He  ordered  them  to  share 
heir  lists,  and  proclaimed  the  All- 
state insurance  think  tank  in  Menlo 
'ark,  Calif,  as  the  central  collection 
)oint.  Out  of  this,  only  last  fall,  came 
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the  Sears  Household  File.  Contents: 
data  on  the  buying  habits  of  every 
household  in  America  that  does  busi- 
ness with  Sears;  that's  68.3  million  of 
them,  and  three-quarters  of  all  U.S. 
households.  "The  opportunities  to  de- 
velop our  business  are  huge,"  says 
Brennan,  54.  "The  opportunities  to 
take  profits  are  now  there." 

Sears  has  already  begun  to  massage 
the  names  and  numbers  in  the  Sears 
Household  File.  Several  Sears  busi- 
nesses, including  the  merchandise 
group  and  Allstate,  have  tested  new 
and  sophisticated  target  marketing; 
ten  more  are  preparing  lists  of  new 
prospective  customers.  "We  know 
damn  near  everything  about  every- 
body, "  says  John  B.  Gragnola,  who  runs 


the  Allstate  Research  &  Planning  Cen- 
ter, the  think  tank  (see  box,  p.  64). 

Early  results  have  been  spectacular. 
The  merchandise  group,  for  instance, 
last  year  sent  a  36-page  circular  pro- 
moting home  improvement  products 
to  a  precisely  tailored  list  of  16  mil- 
lion households.  The  rate  of  sales 
growth  in  those  items  tripled.  Of  the 
68.3  million  households  on  the  over- 
all list,  55  million  do  business  now 
with  only  one  Sears  company.  That 
leaves  millions,  in  some  cases  tens  of 
millions,  of  people  to  be  won  over  to 
another  Sears  service.  Says  Allan 
Stewart,  senior  vice  president  for 
planning,  "The  key  for  us  is  to  in- 
crease multiple  relationships." 

That  means  persuading  Die-Hard 
battery  buyers,  Craftsman  tool  cus- 
tomers and  Kenmore  washing  ma- 
chine families  to  trust  Sears  with 
their  investment  money  as  well.  It 
means  recapturing  an  entire  genera- 
tion of  kids  who  were  turned  off  by 
Sears'  blandness,  persuading  those 
kids  to  come  back  to  Sears  for  their 
goods  and  services  when  they  marry 
and  set  up  their  own  households. 

No  easy  task,  a  fact  Sears  has  recog- 
nized from  the  start.  The  company 
knows  that  it  can't  sell  all  things  to 
all  people — an  Allstate  insurance  cus- 
tomer may  be  a  fairly  easy  sell  for 
another  form  of  Allstate  insurance, 
but  the  person  who  buys  a  Craftsman 
power  drill  is  not  necessarily  a  cus- 
tomer for  Dean  Witter. 

Difficult  though  synergy  is  to 
achieve,  Sears  has  already  had  some 
success.  Tfje  American  Banker,  a  bank- 
ing industry  trade  journal,  found  in  a 
poll  last  year  that  31%  of  people  sur- 
veyed considered  Sears  the  best  com- 
pany at  meeting  consumer  financial 
service  needs.  Among  people  in  Sears' 
target  market,  households  with  in- 
comes of  between  $20,000  and 
$50,000  a  year,  34%  of  those  surveyed 
picked  Sears.  Second-ranked  Ameri- 
can Express  Co.  was  the  choice  of  just 
8%  of  those  surveyed.  In  1986  Sears 
was  the  top  choice  of  just  20%  of 
those  surveyed. 

In  a  survey  of  500  households  com- 
missioned by  Forbes,  the  Chicago 
market  research  firm  of  Leo  J.  Shapiro 
&.  Associates  found  that  customers 
under  35  tend  to  like  Sears  as  much  or 
more  than  customers  55  and  older; 
i.e.,  members  of  the  baby  boom  like 
Sears  as  well  as  or  better  than  their 
parents  did.  The  trend  is  especially 
pronounced  in  favor  of  Sears'  finan- 
cial services.  Overall,  more  than  90% 
of  those  surveyed  say  they're  very  sat- 
isfied with  Sears. 

Says  Brennan,  "A  very  large  per- 
centage of  families  in  this  country  are 
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ssPopers 


Merchandise  group  Chainnan  Michael  Bozic 

"We  used  to  be  in  the  Sears  business.  Now  we're  in  something  broader. 


predisposed  to  buy  financial  services 
with  us.  There's  almost  a  mystique  to 
this  relationship.  People  know  that  if 
something  goes  wrong,  we'll  fix  it." 

What  about  the  Discover  credit 
card,  which  the  Wall  Street  Journal  re- 
cently wrote  off  as  a  virtual  failure? 
The  Journal  was  premature,  to  say  the 
least.  Discover  has  already  amassed 
$3.9  billion  in  receivables  among  its 
12.5  million  households.  Two  million 
of  those  accounts  are  held  by  people 
who  weren't  previously  Scars  custom- 
ers. Charge  volume  last  year  was  $6 
billion.  The  average  account  balance 
is  more  than  S600,  jumping  to  a 
healthy  $750  or  more  among  custom- 
ers who  have  held  the  card  a  year  or 
more.  Yes,  still  $100  or  more  below 
levels  of  the  long-established  bank 
cards,  but  sharply  higher  levels  than 
most  skeptics  predicted. 

Since  Discover's  national  rollout 
began  two  years  ago,  the  card  has  rung 
up  $250  million  in  losses,  and  Sears 
doesn't  expect  the  card  to  turn  profit- 
able this  year.  To  impatient  critics, 
that  spells  failure.  But  they  err  by 
judging  Discover  as  they  would  other 
bank  cards.  Discover's  communica- 
tions and  computer  costs  are  abnor- 
mally low.  Its  cost  of  account  acquisi- 
tion, a  key  measure,  averages  $3.50, 
compared  with  an  industry  average  of 
$20.  And  its  profit  potential  is  huge, 
not  only  from  fees  and  finance  charges 
but  also  from  spinoff  business  such  as 
auto  loans.  While  building  its  base  of 
smaller  merchants,  Discover  won't 
assess  an  annual  tee  It  it  does,  it's 
likely  to  be  in  the  form  of  an  assess- 
ment lebated  for  card  use,  a  device 
that  will  minimize  card  returns. 


Discover's  losses,  in  short,  are  sim 
ply  the  capital  investment  needed  ti 
build  the  card  into  an  eventual  majo 
asset  for  Sears. 

How  good  is  the  vast  Sears  custom  , 
er  base?  Does  it  contain  the  people  th 
smart  modern  marketer  wants  t< 
reach?  Many  analysts  have  concludei 
that  the  Sears  customer  base  is  dwin 
dling,  populated  by  folks  in  the  Noi 
man  Rockwell  mold  and  not  by  th 
upward-striving  young.  But  that  doe 
not  fit  the  facts.  During  the  last  2i 
years  the  proportion  of  classic  Sear 
families — breadwinning  dad  witl 
mom  at  home  raising  two  or  mor 
kids  in  the  suburbs — has  declined  t< 
one  family  in  ten  from  one  in  two.  Bu 
among  middle-income  people,  "th 
values  that  our  parents  had  of  a  job 
getting  ahead,  owning  a  home  an 
educating  our  children"  are  intact 
says  Stewart,  the  planning  chief. 

"Once  you  get  beyond  the  demo 
graphic  noise,  you  realize  that  no  mat 
ter  who  is  in  the  home,  they  have  a 
raise  the  garage  door,"  says  Bozic,  c 
the  merchandise  group.  "Just  look  u 
how  many  BMWs  were  sold  last  yeai 
1  guarantee  you  we  sold  a  lot  mor 
garage  door  openers."  He's  right,  o 
course;  Sears  sold  far  more  tha: 
800,000  garage  door  openers  last  yeai 
for  a  50%  market  share;  BMW  sol 
87,800  cars. 

Moreover,  Sears  is  beginning  t 
show  that  it  can  deal  in  fast-moving 
trendier  goods.  Late  last  year 
opened  Main  Frame,  a  store  sell  in 
junior  fashions  in  a  nook  of  Scar 
Tower.  From  concept  to  the  store' 
first  customer  took  four  weeks — an' 
this  from  a  company  that  typical! 
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FUND 

DATE  OF 
INCEPTION 

INVESTMENT 
GOAL 

UPPER 
RANK* 

Strong 
jportunity  Fund 

12/31/85 

Aggressive  growth. 

TOP  2%  ) 

Strong  Total 
Return  Fund 

12/30/81 

Highest  total  return 
consistent  with 
reasonable  risk. 

10P2%m 

Strong 
westment  Fund 

12/30/81 

Highest  total  return 

consistent  with 

preservation  of  capital. 

10P$%m 

Strong 
Income  Fund 

12/12/85 

High  level  of 
current  income. 

#1          (4) 
income  fund 

#15  out  of  all  948  funds  available  since  inception.  (2)  #8  out  of  all  500  funds  available 
e  inception.  (3)  #21  out  of  all  500  funds  available  since  inception.  (4)  #1  out  of  all 
funds  available  in  Upper's  "Income"  and  "Fixed  Income"  categories  since  inception. 


f/hat  do  these  Strong  Funds 
▼  have  in  common?  Invest- 
nt  returns  that  have  topped 
>st  of  the  competition.  And  a 
nagement  team  whose  invest- 
:nt  philosophy  emphasizes  a 
>rible,  balanced  approach  to 
mging  markets, 
.ipper  Analytical  Services,  an 
lependent  evaluation  firm, 
endy  ranked  four  Strong 
ids  within  their  investment 
egories,  based  on  total  return, 
e  chart  above  shows  that  these 
ids  have  all  achieved  rankings 
ir  the  top  of  their  categories. 
d  these  rankings  are  through 
vember  30 — through  both 
orable  and  challenging 
estment  periods. 
When  you  choose  Strong  for 
ur  IRA  or  regular  investments, 
ur  investment  will  be  managed 
the  same  experienced  team 
it  has  produced  this  record  of 


top  performance.  You'll  also  be 
choosing  convenient  features 
and  helpful  Strong  service. 

24-bour  telephone  exchange. 
Whenever  your  investment 
objectives  or  market  conditions 
change,  you  can  switch  between 
any  of  the  Strong  Funds — 
including  two  money  market 
funds — with  one  toll-free  call. 

Easy  IRA  transfer.     Strong 
Funds  make  it  easy  for  you  to 
transfer  your  current  IRA, 
establish  a  new  one — or  both. 
One  toll-free  call  sets  this 
simple  process  in  motion. 

low  minimum  investments. 
You  can  open  your  Strong  Fund 
with  as  little  as  S  2  50. 

Low  or  no  load.     The  Strong 
Income  Fund  is  a  no-load  fund. 
The  Total  Return  Fund  and  the 
Investment  Fund  carry  only  a  1% 
sales  charge,  and  the  Opportunity 
Fund  only  a  2%  sales  charge. 


rformance  rankings  do  not  reflect  sales  charges,  which  vary  among  mutual  funds.  Of 
urse.  past  performance  is  no  guarantee  of  future  success,  and  your  returns  will  vary. 


MAKE 

YOUR FUTURE 

STRONG. 

A  record  of  very  competitive 
performance.  A  commitment 
to  investor  service.  If  you're  looking 
for  strong  results,  look  to  the  mutual 
funds  that  have  topped  the  field: 
Strong  Funds. 

1  800  368-3863 


r 


CALL  ANY  TIME,  ANY  DAY! 


THE  STRONG  APPROACH 


VTT?  O I  I  want  to  learn  more  about 
I  Hid  •  the  following  Strong  Funds: 

D  Strong  Opportunity  Fund 

□  Strong  Investment  Fund 

□  Strong  Total  Return  Fund 
D  Strong  Income  Fund 
Dottier  Strong  Funds 

D I  am  also  interested  in  The  Strong  IRA 

For  more  complete  information  on  any  of  the 
Strong  Funds,  including  charges,  expenses,  and 
any  applicable  sales  charge  (no  redemption  fee), 
call  the  toll-free  number  or  return  this  coupon 
for  a  free  prospectus.  Please  read  it  carefully 
before  you  invest  or  send  money. 


1 


name 

address 

city                           state 

zip 

home  phone  (optional) 

FBX0-0388 

L 


STRONG  FUNDS 

P.O.  Box  2920 
Milwaukee,  WI  53201 


J 


velop  just  a  new  con- 
cept, and  where  merchandise  fre- 
quently is  ordered  nine  months  to  a 
year  in  advance.  Main  Frame  mer- 
chandise now  appears  in  the  Sears  cat- 
alog, and  25  Main  Frame  shops  will 
open  in  Sears  stores  in  the  next  year. 
And,  breaking  away  from  the  tradi- 
tional department  store  mode,  Sears 
plans  to  test  stand-alone  stores  selling 
appliances,  automotive  products,  bed- 
ding and  McKids  merchandise  li- 
censed from  McDonald's  Corp.  It  has 
purchased  specialty  store  chains  sell- 
ing small-size  women's  apparel  and 
eye-care  products.  It  signed  a  long- 
term  deal  to  become  the  exclusive 
purveyor  of  Walt  Disney  licensed 
merchandise.  And  it  has  begun  test- 
ing the  effect  of  putting  McDonald's 
restaurants  in  its  stores.  Look  for 
more  of  that:  big  traffic  builders  for 
Sears — lots  of  hungry,  but  rushed, 
family  shoppers  for  McDonald's. 


Some  of  the  changes  being  made  are 
long  overdue.  Take  the  regular,  and 
somewhat  neglected,  small-town 
Sears  stores,  like  the  43,000-square- 
foot  unit  in  Mason  City,  Iowa.  Such 
"B"  class  stores  formerly  were 
stocked  by  formula,  according  to  their 
size  and  sales  volume.  "Local  market 
attributes  were  not  considered,"  re- 
calls Merrill  Pepper,  the  Mason  City 
store  manager. 

Sears  studied  Mason  City's  trade 
area  and  competition,  and  by  August 
had  reassorted  the  store  based  on  local 
needs.  Sears  learned,  for  instance,  that 
its  sales  of  work  shoes  suffered  be- 
cause it  didn't  stock  enough  extra- 
wide  sizes,  necessary  to  accommo- 
date the  heavy  socks  worn  by  farmers. 
The  survey  showed  that  Mason  City 
offered  almost  no  selection  of  moder- 
ately priced  furniture.  And  few  wom- 
en wanted  to  shop  in  an  intimate- 
apparel  department  framed  by  win- 


dows, with  little  sales  help. 

Result:  Gone  now  are  items  such  a; 
beige  and  striped  oxford  cloth  shirt? 
(blue  and  white  remain),  boys'  dress 
clothing — how  many  kids  dress  uj 
these  days? — cameras  and  calculator; 
(leave  those  to  the  discounters).  Sales 
have  boomed  in  work  shoes  and  foi 
newly  added  lines  such  as  furniture 
ice-fishing  gear,  hockey  equipment 
and  a  special-order  department  foi 
comforters.  Intimate  apparel  is  dis 
played  discreetly  in  a  corner,  with  i 
fitting  room  and  trained  sales  help 
Sales  in  dozens  of  merchandise  lines 
at  Mason  City  are  up  40%  over  year 
ago  figures.  Many  more  such  intelli 
gent  assortment  jobs  are  planned. 

Sears  soon  will  begin  paying  com 
missions  to  clerks  in  many  depart 
ments  selling  smaller  items,  such  as 
clothing.  Says  Bozic:  "We  must  sell  a 
customers  and  not  wait  for  them  tc 
buy  from  us."  A  belated  move,  bu' 


The  brains  behind  the  market  muscle 


Research?  Sears?  Yep.  It's 
called  the  Allstate  Re- 
search &  Planning  Center  in 
Menlo  Park,  Calif. 

Allstate  Insurance  found  it 
could  boost  response  rates  by 
up  to  25%  if  it  mailed  prod- 
uct promotions  in  Sears  en- 
velopes instead  of  its  own 
stationery.  When  the  center 
tested  responses  to  proposed 
names  for  a  new  insurance 
company,  the  runaway  win- 
ner was  a  name  added  by  re- 
searchers as  a  joke:  "Crafts- 
man," the'  trademark  for 
Sears  tools. 

This,  of  course,  is  market- 
ing research — not  new  to  All- 
state, but  a  comparatively 
new  discipline  to  other  parts 
of  Sears.  Sears  knows  how 
much  we  cam  and  where  we 
earn  it,  how  much  we  invest 
and  where;  it  knows  what  cars  we  drive  and  how  often 
they  break  down.  It  knows  whether  our  credit  is  good, 
what  we  buy,  and  when.  Add  it  up,  and  Sears  believes  it 
can  predict  what  we're  likely  to  buy,  and  why. 

More  than  three-quarters  of  all  U.S.  households,  68.3 
million,  do  business  with  Scars  each  year.  Every  trans- 
ire  billions  of  them  a  year — is  record- 
ed b)  <me  2,500  mainframe  computers.  Scars 
I   the  Sear.   Household  File,   updated 
lid  to  he  the  largest  single  compendium 
onnation  anywhere. 

te  Big  Brother  yet.  The 
'  CO   .  ..    lysis  and  segmenta- 

■   ation   ibout  buying  patterns  and 
i  ■  duals. 


Allstate  s  John  c  rragnola 

"We  know  damn  near  everything 


How  does  this  work? 
Forbes  asked  the  center  for  a 
typical  list  of  Dean  Witter 
brokerage  prospects  in  the 
Chicago  area.  First  came  a 
list  of  all  214  zip  codes  in  the 
metropolitan  area.  Then  the 
computer  spat  out  zips,  from 
those  214,  where  the  median 
income  is  $60,000  or  more, 
prime  Dean  Witter  territory. 
Seventeen  came  up,  from  the 
northern  suburb  of  Kenil- 
worth,  median  household  in- 
come $97,000,  to  Oak  Park,  a 
western  suburb,  median  in- 
come $61,000. 

Next  the  computer  isolat- 
ed all  customers  of  Allstate, 
Sears  stores  and  Dean  Witter 
in  those  17  zip  codes.  Next 
slice:  households  doing  busi- 
ness with  the  stores  and  All- 
state but  not  Dean  Witter. 
Finally,  of  those,  how  many  held  Allstate  homeowner 
policies  or  Sears  credit  cards,  meaning  they  have  suffi- 
cient financial  substance.  In  Kcnilworth  there  were  90 
policyholders  and  103  with  Sears  credit  cards. 

The  center  hones  Sears'  direct  marketing  forays  to  a 
tine  edge.  But  it  also  does  economic  analysis,  and  some 
stock  picking.  For  years  one  staff  mathematician  tin- 
kered with  so-called  pattern-recognition  techniques, 
complicated  ways  of  evaluating  relationships  among 
groups  of  widely  varying  factors.  Just  for  kicks,  John 
Gragnola,  the  Menlo  Park  director,  asked  the  analyst  if 
he  could  apply  this  to  the  stock  market.  He  did,  produc- 
ing an  investment  portfolio  totaling  $400  million  that 
for  nine  years  bettered  the  S&.P  500  index  by  an  average 
ot  13  points.— S.W. 
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0 1988  Riken  America,  Inc. 


•  CLASSY 


r  •»  ^_ 

fTED 


■•assess* 


Free,!l- Defects* 


\ace^ 


Road  Hal 


Only  one  tire 
can  make  this  statement. 


Before  you  buy  another  set  of  tires, 
consider  this:  Riken's  new  Classic  STX-70 
Rad  ia  Is  a  re  so  long-wea  ri  ng, 
they  are  backed  by  the 
strongest  wa  rra  nty  from  a  ny 
tire  manufacturer. 

Equipped  with  two  full- 
width  steel  tread  belts, 
protected  by  two  nylon  tread 
cap  plies,  Riken  Classic 
STX-70  Radials  feature  an 
all-season  tread  design  engineered  for 
superior  traction  and  handling.  Available 

'Pro-rata  adjustment  coverage  beyond  free  replacement  wear  levels. 


STX-70 


for  all  types  of  passenger  cars,  import 
ordomestic."H"speed  rated  and  320- 
300/A/A-UTQG  rated. 

In  short,  Riken  Classic  STX-70 
Radials  have  it  all:  state-of-the-art  design 
and  construction  to  deliver  maximum 
radial  tire  driving  performance. 

If  you're  ready  for 
the  strongest  warranty 
any  tire  manufacturer 
offers,  you're  ready  for 
Riken.  So  visit  a  Riken 
dealer  today.  are  you  ready  for  riken. 


For  more  information  or  the  dealer  nearest  you,  call  toll-free  1-800-635-7500. 


Sizing  up  Sears 


1.  Eighty-five  of  every  100 
Americans  shop  at  Sears  at  least 
once  a  year. 

2.  Sears'  total  revenue  of  $48.44 
billion  represents  more  than  1.08% 
of  the  gross  national  product. 
Sears'  retail  store  and  catalog 
revenue  of  $25.88  billion 
represents  5%  of  the  country's 
general  merchandise  sales. 

3.  One  in  every  10  homes  in 
America  is  sold  through  Coldwell 
Banker,  Sears'  real  estate 
subsidiary. 

4.  Sears  is  the  nation's  third- 
largest  advertiser,  spending  more 
than  $1.2  billion  a  year  to  hawk 
its  products.  That  equals  1%  of  all 
spending  by  national  advertisers. 

5.  Every  year  Sears  borrows  more 
than  $100  billion  to  finance  its 
operations  in  the  commercial 


paper  and  long-term-debt  markets. 

6.  Sears  distributes  330  million 
catalogs  annually,  more  than 
anyone  in  the  country. 

7.  More  than  1  in  every  10  autos 
is  insured  by  Allstate,  a  Sears 
subsidiary.  One  in  every  10 
homes  is  insured  by  Allstate. 

8.  Sears,  with  2,500  mainframe 
computers  and  the  capacity  to 
execute  3  billion  computer 
instructions  per  second,  is  the 
number  two  computer  customer 
for  IBM. 

9.  More  than  75  Sears  product 
lines,  including  Craftsman  tools, 
Kenmore  washers  and  Die-Hard 
batteries,  are  the  sales  leaders  in 
their  fields. 

10.  In  just  two  years,  more  than 
22  million  people,  or  12.5  million 
households,  accepted  the 


Discover  credit  card,  making  Sears 
the  number  one  issuer  of  bank 
credit  cards.  Two  households  of 
every  three  have  at  least  one  Sears 
store  credit  card.  And  25  million 
active  credit  families  owe  Sears 
about  $600  each. 

11.  Allstate  Insurance  has  more 
than  25  million  policies  in  force;  to 
keep  the  number  growing,  the 
company  makes  500  million 
solicitations  a  year. 

12.  Sears  operates  12,000  service 
trucks  and  has  15,000  service 
technicians.  Last  year  it  made  16 
million  service  calls. 

13.  More  than  half  of  all 
households  own  a  Kenmore 
appliance. 

14.  The  Sears  merchandise 
group  handles  2.2  million  customer 
contacts  in  the  average  day. 


nonetheless  one  that  gets  Sears  head- 
ed the  right  way. 

A  similarly  aggressive  philosophy  is 
at  work  at  the  other  three  business 
groups.   Allstate,   for  decades  found 


only  in  Sears  stores,  now  has  70%  of 
its  sales  force  in  neighborhood  of- 
fices— each  a  location  carefully  se- 
lected at  the  Menlo  Park  computer 
center,  through  analysis  of  economic 


and    demographic    trends    and    Allj 
state's     local     market     penetratior 
Neighborhood  agents,  Allstate  saysi 
are  30%  more  productive  than  theij 
store    counterparts.    Using    prospec 


Mastering"  the  basics  lets  us  write  your 
insurance  a  little  differently. 
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>ts,  also  generated  in  Menlo  Park — 
.scribing  target  families  by  age,  in- 
line, value  of  home,  kind  of  auto  and 
her  factors — agents  like  Berne  Clary 
Fox  Hills,  111.  have  been  made  much 
ore  productive.  Clary  says  that  us- 
g  such  lists,  he  writes  13  times  as 
any  policies  as  he  used  to  on  ordi- 
iry  cold  calls. 

Another  twist:  The  local  Coldwell 
inker  office  sends  Clary  a  list  of 
>me  purchase  closing  dates  so  he  can 
tch  homeowners  insurance  in  time 
make  a  difference. 
Talk  about  taking  the  business  to 
,e  customer.  Despite  the  retail  stock 
okerage  slump  and  layoffs  and  cut- 
icks  throughout  the  business,  Dean 
'itter  plans  to  add  about  1,000  ac- 
»unt  executives  this  year  to  an  exist- 
g  sales  force  of  nearly  7,600.  Why? 
ean  Witter  figures  it's  a  prudent  in- 
;stment.  Brokers  trained  now  will  be 
asoned  when  the  next  securities 
>om  arrives.  Similarly,  other  broker- 
lalers  have  shed  municipal  bond  de- 
irtments  because  new  tax  laws 
ake  the  product  less  profitable,  es- 
:cially  for  institutions.  But  Dean 
'itter  hired  the  muni  bond  depart- 
ent  that  used  to  work  at  Salomon 
others  and  expects  to  triple  its  bond 
isiness,  to  underwritings  of  more 
lan  $10  billion,  this  year.  Why? 
Dnds  have  become  a  largely  retail 


product,  and  Dean  Witter,  with  2  mil- 
lion accounts,  has  the  customers  to 
move  them.  Last  year,  in  just  22  days, 
that  Dean  Witter  sales  force  raised 
$1.16  billion  for  a  new  mutual  fund. 
Merrill,  move  over. 

Sears'  financial  businesses,  after 
many  false  starts,  seem  to  be  develop- 
ing authentic  synergy.  Coldwell 
Banker  originated  $1.1  billion  in  Dean 
Witter  mortgages  last  year — 25%  of 
the  total — while  Dean  Witter  sold 
$721  million  in  Allstate  annuities,  or 
22%  of  the  total.  Dean  Witter  became 
the  number  one  issuer  of  bank  credit 
cards  (with  22.5  million  outstanding) 
by  working  the  list  of  Sears  retail 
credit  customers  for  prospects. 

At  a  time  when  many  individual 
investors  have  retreated  to  mutual 
funds  rather  than  buying  individual 
stocks,  Dean  Witter  is  building  its 
mutual  fund  business  into  a  strong 
profit  generator.  Its  $35  billion  of  mu- 
tual fund  assets,  up  1 1  %  in  one  year, 
throw  off  fees  of  about  $300  million  a 
year  and  income  of  about  $150  mil- 
lion. At  $10.6  billion,  its  mortgage 
servicing  portfolio  produces  annual 
fees  of  around  $32  million. 

If  a  serious  recession  hits  the  coun- 
try, Sears'  progress  obviously  will 
slow:  The  company  is  too  big  to  buck 
national  trends.  By  the  same  token,  it 
has  so  many  irons  in  the  fire  that,  so 


long  as  Americans  don't  stop  spend- 
ing and  investing,  Sears  will  continue 
to  make  a  profit.  In  that  sense  it  is  a 
defensive  stock.  In  the  sense  that  the 
company  is  finally  finding  ways  to  use 
its  huge  customer  base  more  effec- 
tively, it  could  well  be  on  the  path  to 
steadily  rising  earnings  and  a  more 
efficient  return  on  its  vast  assets. 

Those  assets  are  the  subject  of  con- 
tinuing speculation  about  restructur- 
ing. Some  Allstate  executives  infor- 
mally figure  the  insurance  company's 
value  alone  exceeds  $40  a  share.  Al- 
though Sears  might  someday  sell  its 
Sears  Tower  headquarters,  valued  at 
perhaps  $1  billion,  the  company 
steadfastly  refuses  to  consider  spin- 
ning off  businesses,  and  for  good  rea- 
son. Their  value  together,  now  more 
than  ever,  exceeds  their  value  apart. 

Here  is  a  company  that  was  never 
badly  managed.  It  was  simply  slow 
and  sluggish.  But  slow  and  sluggish 
is  no  longer  enough.  Sears  is  in  little 
imminent  danger  of  takeover,  but 
the  same  winds  blow  here  that  blow 
elsewhere  in  American  business:  A 
management  that  cannot  deliver  a 
fair  return  on  asset  value — not  book 
value — is  no  longer  safe  in  its  corpo- 
rate suite.  So  the  battleship  is  finally 
pointed  in  the  right  direction  and  is 
under  way.  Now  it  must  put  on 
some  speed.  ■ 


f ^ 


ZURICH-AMERICAN 

=?       INSURANCE  GROUP 


Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  ■  Executive  Offices  Schaumburg.  IL  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  CROUP 
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Digesting  the  Gulf  acquisition  has  hurt 
Chevron  these  past  few  years.  Has  this 
spoiled  George  Keller's  taste  for  making 
more  acquisitions?  Not  at  all. 


Hungry  again 


By  James  Cook 


W' hat's  holding  Chevron 
back?  On  nearly  twice  the 
revenues,  Chevron  last  year 
netted  slightly  less  than  Atlantic 
Richfield  did.  On  roughly  a  third  the 
revenues,  it  netted  barely  a  fifth  as 
much  as  Exxon. 

Chevron  did  produce  a 
good-looking  earnings  gain 
for  1987:  a  40%  increase, 
horn  $715  million  in  1986 
to  $1.01  billion  in  1987.  But 
as  Chevron's  shrewd  and 
ambitious  boss,  George  M. 
Keller,  64,  points  out,  the 
gain  is  less  significant  than 
it  looks.  Chevron's  1986 
earnings  were  cut  by  $115 
million  in  nonrecurring 
charges  and  1987  earnings 
inflated  by  $225  million  in 
equally  nonrecurring  cred- 
its. Chevron's  earnings 
from  operations  were  actu- 
ally off  nearly  5%,  to  $782 
million,  not  even  enough  to 
cover  the  company's  $2.40 
annual  dividend.  On  the  ba- 
sis of  operations,  Chevron 
earned  just  5.1%  on  its  rich 
assets. 

One  thing  that  has  held 

Chevron  back  is  the  huge 

cost  of  digesting  its   1984 

acquisition  of  Gulf  Oil.  In 

retrospect,  Gulf  Oil  was  no 

bargain:  Chevron  paid  $80  a 

share   for    stock    that    had 

sold  as  low  as  $29  a  year  or 

two  earlier.  The  total  price: 

$13.3  billion.  Since  the  deal 

was    made    when    interest 

ere  sky-high,  Keller 

decided    to   finance    short 

i    rhis  raised  his  imme- 

it  enabled  him 


to  refinance  at  much  lower  rates 
when  interest  rates  came  down.  All 
these  costs  were  incurred  just  around 
the  time  oil  prices  peaked  and  began 
their  long  slide. 

Now,  three  years  later,  Chevron  has 
just  about  finished  digesting  this 
mammoth  and  costly  acquisition,  and 


Chevron's  George  Keller  uud  model  drilling  rig 
Everything  streamlined  but  the  profits. 


the  overall  profit  situation  should  be 
gin  to  improve.  Keller  is  making  n 
predictions,  but  he  does  say:  "We  an 
going  to  do  everything  we  can  t( 
make  our  earnings  a  heck  of  a  lo 
better  this  year.  But  you  don't  climl 
up  a  cliff  as  fast  as  you  fall  off. 

"We  now  have  a  single  integratet 
and  streamlined  company,"  he  says 
"We've  identified  the  businesses  w< 
wanted  to  keep — where  Chevron  o 
Gulf  held  a  competitive  advantage." 
In  putting  the  two  companies  to 
gether,  Chevron  dispensed  wit! 
30,000  employees  and  disposed  o 
$5.3  billion  in  operations,  including 
two  U.S.  oilfields  and  the  mergec 
companies'  marketing  operations  ii 
most  of  the  eastern  half  of  the  U.S. 

In  paying  for  the  acquisition,  Kelle: 
had  to  make  some  sacrifices.  One  wa] 
the  sale  of  Chevron's  60%  interest  ir 
Gulf  Canada.  The  company,  after  all 
had  a  major  stake  in  two  of  the  mos 
promising  recent  oil  finds  in  Nortl 
America — Hibernia,  off  Newfound 
land,  and  Amauligak,  in  the  Arctic': 
Beaufort  Sea.  But  given  Gulf  Canada'^ 
capital  needs,  coping  with  Chevron' 
obligations  to  Gulf  Cana 
da's  minority  shareholder^ 
would  have  been  impossi 
bly  difficult.  (January': 
$200  million  sale  of  a  fiftli 
of  Chevron's  interest  ir| 
Gulf's  concession  in  Ango 
la  was  not  done  to  raisi 
money.  Anticommunist: 
fussed  about  Chevron' 
trafficking  with  Angola': 
Cuban-backed  Marxist-Le 
ninist  government,  and  th 
sale  to  AGIP,  Italy's  nation 
al  oil  company,  was  madi 
against  the  possibility  tha 
the  U.S.  would  one  day  or 
der  Chevron  to  pull  out/ 

Using  his  heightenec 
cash  flow — currently  $3.S 
billion,  $1 1.43  a  share — anc 
proceeds  from  divestitures 
Keller  hacked  away  at  th< 
huge  debt  Chevron  shoul 
dered  in  buying  Gulf.  Thi 
merger  lifted  Chevron 
debt  from  $2  billion  t( 
$15.7  billion  overnight,  bu 
by  the  end  of  last  year  Kel 
ler  had  cut  it  back  to  $7., 
billion — a  reasonable  31% 
of  capital. 

If  the  price  for  Gulf  wa; 
high,  the  fit  was  good.  Gul 
almost  doubled  Chevron': 
oil  and  gas  reserves,  both  ii 
the  U.S.  and  abroad — at  les: 
than  the  cost  of  findinj 
them  itself.  It  enlarget 
Chevron's  position  in  thi 
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■ortune  told  you  a  good  part  of  the 
story.  But  not  all  of  it. 

As  Fortune  reported  in  its  recent 
"Who  Serves  Customers  Best" 
story,  Datapro's  1987  Computer 
Users  Survey  ranked  Amdahl  serv- 
ice tops. 

But  this  isn't  all  the  Datapro 
survey  had  to  say  about  us. 

It  also  ranked  us  first  in  tech- 
nical support,  software  support  and 
ease  of  systems  operation. 

And  second  in  timeliness  of 
installation,  compatibility,  power/ 
energy  efficiency  and  performance 
vis-a-vis  expectations. 

But  Datapro's  most  important 
finding  was  this : 

97%  of  our  customers 
said  they'd  recommend 
™d„a!"?.rpora,io.n  us  to  another  user  in 

1250  East  Arques  Avenue 

Sunnyvale, ca 94088-3470      their  situation. 


That's  the  highest  percentage  in 
the  industry. 

Which  suggests  that  when  you 
choose  Amdahl,  you  not  only  get 
superior  service  and  support, you 
get  superior  products  as  well. 

Take  it  from  our  customers. 

They're  the  reason  we're  a  1.5 
billion  dollar  company  today,  with 
7500  employees,  manufacturing 
plants  in  North  America  and 
Europe,  and  sales/support  facilities 
worldwide. 

Amdahl  designs,  develops  and  manufactures 
large-scale,  high-performance  computer  and  com- 
munications systems  and  disk  storage  products 
for  corporations,  governments,  universities  and 
research  foundations  throughout  the  world. 


amdahl 

The  Satisfying  Choice 


a  iUTHER  TAXING  EXAM 

1  •  What  state  just  lowered  its  personal  income  taxes  by 
$4.5  billion? 

A)  New  York 

B)  New  Jersey 

C)  California 

D)  Massachusetts 

2.  This  was  the  greatest  state  tax  cut  in: 

A)  1987 

B)  The  states  history 

C)  Any  state's  history 

D)  All  of  the  above 

3.  This  tax  cut  means: 

A)  Salaries  will  go  further 

B)  Disposable  income  will  increase 

C)  It  will  be  easier  to  attract  a  more  skilled  labor  force 

D)  All  of  the  above 


Thai 's  right.  New  York  State  cut  its  personal  income  taxes  more  than  any  other  state  ever.  By  I  U     6 

990,  persona!  income  taxes  will  have  been  cut  by  $4.5  billion,  to  their  lowest  rate  since  the  1950s.  W  '  / 


■  mum  lax  rate  will  be  half  of  what  it  was  in  1980.  What's  more,  we've  even  lowered  our 

means  your  business  is  better  off  than  ever  before.  NEW  YORK  STATE*  •  JQ  J/fl j|M  V 

STATE  DEPARTMENT  OF  ECONOMIC  DEVELOPMENT.  ONE  COMMERCE  PLAZA.  ALBANY,  NY  12245 


North  Sea,  gave  it  a  stake  in  Angola, 
and  added  Gulf's  marketing  operation 
in  the  American  Southwest. 

Chevron  now  has  major  positions 
in  some  of  the  most  promising  new 
oil  provinces  around  the  world,  from 
Angola  to  Papua  New  Guinea,  from 
Somalia  to  the  Arctic  National  Wild- 
life Refuge.  On  top  of  this,  the  payoff 
di  a  number  of  long-term  projects  is 
3nly  months  away — new  production 
:rom  offshore  California  and  from 
Australia's  $7  billion  Northwest  Shelf 
liquefied  natural  gas  project.  Beyond 
that,  Keller  claims  the  largest  oil  re- 
serve in  the  U.S.  proper — 35  billion 
Darrels,  a  substantial  portion  of  which 
:an  be  produced  using  enhanced  re- 
covery techniques  as  the  oil  price 
rises  to  more  economic  levels,  begin- 
ning, Keller  thinks,  in  the  mid-1990s. 

Today  Chevron  is  so  liquid  and  so 


Keller  hacked  away  at  the 
huge  debt  Chevron 
shouldered  in  buying  out 
Gulf.  The  merger  lifted 
Chevron's  debt  from  $2 
billion  to  $15.7  billion 
overnight.  But  by  the  end 
of  last  year  Keller  had 
cut  it  back  to  a  more 
reasonable  $7.2  billion. 

confident  of  the  future  that  Keller  is 
talking  about  buying  Texaco's  50% 
interest  in  their  jointly  owned  Caltex 
Petroleum  Co. — a  move  that  could 
easily  cost  S2  billion  and  more. 
Formed  by  Texaco  and  Chevron  back 
in  1935  when  Chevron  was  still  Stan- 
dard Oil  of  California,  Caltex  is  the 
crown  jewel  of  both  companies,  a 
multibillion-dollar-a-year  refining 
and  marketing  organization  that  oper- 
ates in  some  53  countries  between 
East  Africa  and  the  Far  East.  Does 
Keller  expect  to  get  the  other  half- 
No,  not  unless  raider  Carl  Icahn  has 
tiis  way  and  breaks  up  Texaco.  Says 
Keller:  "Except  in  a  desperate  situa- 
tion, I  can't  conceive  that  Texaco 
would  want  to  let  half  of  Caltex  go." 
If  it  doesn't  get  the  rest  of  Caltex, 
Chevron  may  soon  be  shopping  for 
something  else.  Given  that  compa- 
nies without  much  debt  are  tempting 
takeover  targets,  George  Keller  isn't 
interested  in  getting  Chevron's  debt 
much  lower  than  the  current  31%  of 
capitalization.  "If  we  had  a  billion- 
dollar  acquisition  opportunity,"  Kel- 
ler says,  "we  would  have  no  trouble 
financing  it  at  a  very  favorable  com- 
mercial rate."  Digesting  Gulf  gave 
nim  some  bad  moments,  but  it  clearly 
tiasn't  spoiled  Chevron's  taste  for 
more  acquisitions.  ■ 
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Personal  Eaxability! 

The  Canon  FaxPhone  20. 

With  personal  convenience  and  higji-performance  features, 

it's  a  great  catch  for  any  business. 

In  an  age  when  business  as  usual,  isn't  anymore,  Canon  presents  a 
personal  facsimile  for  everyone. 

The  FaxPhone  20.  An  advanced  facsimile  that  sends  and  receives  docu- 
ments in  seconds.  A  personal  phone  system  with  automatic  access,  too. 

What's  more,  with  a  transmission  speed  of  17 seconds  per  page;  this 
Canon  FaxPhone  gives  you  reach  you  never  thought  you  had.  It  even 
speed-dials  multiple  locations.  Automatically. 

And,  at  just  over  eight  pounds,  it's  compact  enough  to  work  anywhere. 

The  Canon  FaxPhone  20.  It's  the  high-performance  fax  for  everyone's 
personal  style.  And  that's  no  fish  story. 


1  Based  on  CCITTm  Test  Chart 


Canon 

FAXPHONE  20 


En|oy  easy  extended  payments 
wiih  ihe  Canon  Credit  Card  Ask  tor  details 
31  participating  Canon  dealers  and  retailers 
Available  only  m  US    ©  1987  Canon  USA.  Inc 


For  more  information  about  the  FaxPhone  20. 

call  loll  free  i-800-OK  CANON.  Or  write 

Canon  U.S.A.,  Inc..  P.O.  Box  5210.  Clifton.  NJ  07015 
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When  sheer  growth  mattered,  J.B.  Fuqua 
put  together  a  sprawling  conglomerate. 
When  profits  mattered,  he  took  it  apart. 


The  trader 


By  Subrata  N.  Chakravarty 


rence  Klamon 
By  the  late  1970s,  th+  glory  was  gone. 


72 


RESTRUCTURING  HAS  BECOME 
popular  word  in  the  last  thr 
years,"  says  J.B.  Fuqua  wii 
amusement  and  some  scorn.  "We'^ 
been  restructuring  this  company  fro: 
the  day  I  bought  it.  The  world  is  CO! 
stantly  changing,  and  you  have 
change  with  it."  Back  in  the  1960 
when  Jimmy  Ling  and  Harold  Genet 
became  household  names  by  patchir 
together  conglomerates,  J.B.  (for  Joh 
Brooks)  Fuqua  began  building  his  F 
qua  Industries,  Inc.  Starting  in  19(- 
with  a  S14  million  (sales)  brick-  ar 
tilemaker,  he  used  stock  swaps,  del 
and  fancy  accounting  footwork  to  bv. 
dozens  of  mostly  unrelated  comp 
nies,  and  basked  in  Wall  Street's  a 
plause.  "What  happened  in  the  gloi 
days  of  the  conglomerate  era,"  recal' 
Fuqua  fondly,  "was  that  every  tin 
you  bought  a  company,  the  price 
your  stock  went  up."  His  company 
stock  reached  47 Vi  in  1968. 

Came  the  late  1970s,  and  the  gloi 
was  gone.  One  by  one  the  conglome 
ators  awoke  to  the  fact  that  W: 
Street  wanted  profit  growth  as  well 
sales  growth.  By  1979  Fuqua  Indu 
tries'  sales  had  passed  the  $2  billio 
mark.  But  the  net  margin  was  onl 
3.2%,  and  even  lower  in  the  precedir 
three  years.  From  1974  to  1978  Fi 
qua's  stock  languished  in  the  teens 

So  J.B.  Fuqua,  conglomerator,  bega 
to    deconglomerate.    "One    of    J.B, 
unique  strengths  is  that  as  the  wor 
has  changed, he  has  changed  with  it 
says  Lawrence  Klamon,  who  becam 
Fuqua  Industries  president  in   198 
"He   was   a   conglomerator,   and 
built  a  conglomerate.  But  he  was  al 
willing  to  be  the  leader  of  the  band  i 
shrinking  it.  He  has  been  successh  ■ 
because  he's  willing  to  go  where  th 
facts  lead  him." 

The  new  Fuqua  was  to  focus 
consumer  businesses:  sporting  good 
garden  equipment,  film  processinj 
Out  went  petroleum  distnbutioi  i 
grain  storage,  boat  trailers,  bicycle: 
movie  theaters,  motor  freight,  mobil 
homes  and  metal  fabrication. 

Along  the  way,  in  1980,  Fuqua  dt 
cided  to  sell  the  company's  televisio 
and  radio  stations,  not  because  the 
were  bad  investments  but  becaus 
they  were  too  valuable  to  keep.  "1 
conglomerate  selling  at  10  times  earr 
ings,"  he  explains,  "can't  afford  t 
own  a  business  that  can  sell  for  2 
times  earnings." 

Fit  and  spry  at  69,  J.B.  Fuqua  m^ 
relaxes  in  his  Atlanta  headquartei 
and  looks  back  on  his  deconglomer; 
tion  with  satisfaction.  Sales  last  yea 
came  in  at  around  $772  million,  bare 
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'  a  third  what  they  were  in  1979.  But 

imings  came  in  at  about  $63  mil- 

on,  $2.87  per  share,  close  to  the  earn- 

lgs  peak  of  $67  million  achieved  in 

?79  on  much  higher  sales. 

As  proceeds  from  the  asset  sales 

oured  in,  Fuqua  Industries  decided  to 

uy  back  stock.  The  buyback  of  70% 

E  its  shares  in  1981  shrank  equity  and 

iramatically  increased  return  on  eq- 

;  ity.  The  impact  continues  to  be  felt: 

l  Forbes'  40th  Annual  Report  on 

jnerican  Industry  (Jan.   11)  Fuqua 

inked  first   among   conglomerates, 

■  rith  a  five-year  average  annual  return 

n  equity  of  25.6%,  twice  the  group 

ledian. 

J.B.  buys  and  sells  companies  the 
'ay  most  of  us  buy  and  sell  stocks, 
ast  year  Fuqua  sold  off  American 
eating  Co.,  an  unprofitable  maker  of 
lstitutional,  office  and  transporta- 
on  seating.  It  bought  Magnicolor 
hoto  Labs,  Inc.,  a  small  photofinish- 
r,  to  augment  its  wholesale  photofin- 
ihing  business;  and  Vitamaster  to 
ain  market  share  in  home  exercise 
quipment.  In  December  it  an- 
ounced  a  Fuqua-controlled  joint  ven- 
ire that  would  merge  its  wholesale 
hotofinishing  business  with  East- 
lan  Kodak's  three  companies. 
The  game  continues.  Last  October 
e  decided  to  sell  Georgia  Federal 
ank,  purchased  less  than  two  years 
arlier,  for  $227  million.  Georgia  Fed- 
ral  last  year  contributed  very  nearly  a 
bird  of  Fuqua's  operating  earnings. 
o  why  sell  it? 

Two  unavoidable  facts,  replies  Kla- 
lon.  First,  thrifts  sell  at  only  around 
.ve  times  earnings.  Second,  the  Fi- 
nancial Accounting  Standards  Board 
,>sued  its  Opinion  94  late  last  year. 
Jnder  the  opinion,  financial  subsid- 
iaries must  be  consolidated  with  the 
»ccounts  of  their  parent  companies, 
"his  was  bad  news  for  Fuqua.  Georgia 
f  ederal,  says  Klamon,  has  $3.8  billion 
A  assets.  Fuqua  has  $700  million. 
Consolidating  the  bank  would  have 
aade  Fuqua  look  like  a  bank  and, 
;damon  fears,  sell  at  a  bank's  multiple 
|n  the  stock  market. 
',  By  selling  the  bank  for  perhaps  $350 
[aillion,  Fuqua  hopes  to  be  able  to  buy 
■ack  another  10  million  or  so  shares — 
'  nough  to  prevent  earnings  per  share 
irom  dropping  without  the  contribu- 
ion  of  the  bank.  Fuqua  believes — and 
I  ome  analysts  agree — that  the  compa- 
ny could  command  a  30%  premium 
o  its  current  market  price  without 
[ieorgia  Federal. 

|  After  this  latest  round  of  restructur- 
;ng,  Fuqua  will  be  left  with  three  busi- 
nesses. The  gem  is  Snapper  Power 
•quipment,  an  industry  leader  in 
awn  mowers  and  snow  blowers.  Ac- 


Tax  master 


John  Brooks  Fuqua  was  born  in 
1919  and  raised  on  a  tobacco 
farm  in  Prospect,  Va.  Too  poor  to 
go  to  college,  Fuqua  borrowed  busi- 
ness books  by  mail  from  the  Duke 
University  library. 

He  made  his  first  serious  money 
through  knowledge  of  the  tax  laws. 
In  1945  a  lawyer  friend  told  him 
that  the  owner  of  the  Royal  Crown 
Cola  bottling  plant  of  Augusta,  Ga. 
had  accumulated  too  much  cash  in 
his  company — a  common  attempt 
to  shelter  income  from  the  puni- 
tive marginal  tax  rates  prevailing 
at  the  time. 

"At  8  o'clock  the  next  morning,  I 
was  at  that  fella's  place  of  busi- 
ness," drawls  Fuqua,  grinning. 
"Sure  enough,  he'd  sell.  More  im- 
portantly, the  lawyer  had  enough 
money  in  his  own  bank  account  to 


buy  his  business.  So  I  reached  over 
and  took  his  money  and  gave  it 
back  to  him.  He  got  his  money  out 
at  a  capital  gains  tax  rate  instead  of 
paying  a  penalty  and  I  got  his  busi- 
ness, without  putting  up  a  nickel, 
all  because  I  knew  the  tax  laws." 

Three  years  later  Fuqua  sold  the 
bottler  for  $100,000  and  went  on  to 
buy  several  radio  and  TV  stations. 
Of  his  current  net  worth,  estimated 
at  over  $200  million,  only  $23  mil- 
lion is  in  Fuqua  Industries  stock. 
"I've  always  believed  in  using  other 
people's  money  and  other  people's 
brains, "  says  Fuqua.  "That  way  you 
don't  have  to  be  smart." 

In  1980  he  repaid  Duke  Univer- 
sity for  the  loan  of  those  books 
over  50  years  ago.  He  made  a  $10 
million  gift  to  its  business  school, 
now  named  after  him. — S.N.C. 


quired  in  1967  when  sales  were  under 
$10  million,  Snapper  contributed  pre- 
tax operating  income  of  $60  million 
on  sales  of  $290  million  last  year. 

In  sporting  goods,  which  it  entered 
in  1972,  Fuqua  is  a  leader  in  camping 
equipment  and  the  home  exercise  ma- 
chine industry  with  Ajay  and  Vita- 
master.  Although  pretax  operating 
earnings  for  the  division  fell  36%,  to 
$9.1  million,  last  year,  the  weaker 
dollar  and  aggressive  pricing  are  win- 
ning back  business  lost  to  imports. 

Most  promising  of  the  three,  how- 
ever, is  Fuqua's  photofinishing  busi- 
ness. Fuqua's  Colorcraft  division  was 
already  the  largest  and  most  profit- 
able wholesale  photofinisher  in  the 
U.S.,  processing  2.2  billion  prints  a 
year  for  stores  like  K  mart  and  Kroger. 
Acquired  in  1967  when  it  had  sales  of 
$5  million,  Colorcraft  had  pretax  op- 
erating income  last  year  of  $32  mil- 
lion on  sales  of  $304  million. 

Then,  in  December,  Fuqua  an- 
nounced that  it  had  agreed  with  East- 
man Kodak  to  form  a  joint  wholesale 
photofinishing  venture  combining 
Fox  Photo  and  American  Photo 
Group — both  recently  acquired  by  Ko- 
dak— and  Kodak's  own  domestic  busi- 
ness with  Colorcraft.  The  new  ven- 
ture, which  has  yet  to  be  named,  will 
have  a  sales  base  of  around  $650  mil- 
lion, says  Klamon,  and  will  process 
over  4  billion  prints.  That  would  give 
it  over  25%  of  the  entire  U.S.  photo- 
finishing market. 

The  new  company  will  be  51% 
owned  by  Fuqua,  allowing  its  reve- 


nues to  be  consolidated  with  Fuqua's, 
and  will  be  run  by  Colorcraft 's  presi- 
dent. Since  wholesale  photofinishing 
is  an  automated,  high-volume  busi- 
ness, the  company  will  benefit  from 
consolidation  of  plants  and  delivery 
routes,  where  the  major  costs  are. 
"The  economics  are  delicious,  and  we 
will  have  control,"  says  Fuqua. 

Although  Fuqua  runs  the  business 
almost  like  his  personal  portfolio,  he 
currently  owns  only  4%  of  the  stock, 
worth  about  $23  million,  with  war- 
rants to  buy  another  3% .  The  stock,  at 
a  recent  price  of  29  V%,  sells  for  10 
times  1987  earnings;  the  market  sells 
for  over  15.  Fuqua  and  Klamon  blame 
the  discount  on  Wall  Street's  inclu- 
sion of  Georgia  Federal  in  the  valua- 
tion and  its  habit  of  penalizing  con- 
glomerates for  their  hard-to-under- 
stand  structures.  But,  they  say,  the 
penalty  is  worth  paying  for  the  advan- 
tages that  it  brings. 

What  are  those  advantages?  An- 
swers J.B:  "The  conglomerate  idea — 
and  I  was  there  in  the  beginning — was 
that  you  put  a  bunch  of  unrelated 
companies  together  and,  if  the  econo- 
my went  down,  the  good  ones  would 
make  up  for  the  bad  ones,  and  things 
would  just  keep  going  up.  It  didn't 
happen  that  way.  The  value  of  diversi- 
fication— which  we  didn't  recognize 
at  the  time — lies  in  this:  If  we  wanted 
to  buy  another  company,  or  pay  off 
debt,  we've  got  a  number  of  compa- 
nies that  we  can  sell.  I  get  great  com- 
fort from  that."  And  he  clearly  gets  a 
lot  of  fun  from  it,  too.  ■ 
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These  Kodak  cameras  take  hard-working  pictures 

that  can  help  save  time  and  money  in  offices  and  printing 

plants.  And,  in  hospitals,  help  save  lives  as  well. 

One  is  a  component  of  an  image  transmission 
system  which  can  send  an  x-ray  image  across  a  hospital 
in  seconds,  or  across  the  country  in  minutes. 

Another,  a  Kodak  duplicator,  uses  advanced  optical 
technology  to  turn  out  business  documents  at  a  rate 
of  6,000  an  hour. 

Then  there's  the  microti  Imer  which  is  part  of  an 
information  system  that  can  process  and  distribute 
documents  digitally,  retrieve  them  in  seconds. 

And  the  digital  camera  which  is  a  component 
of  a  system  that  reduces  the  process  of  "separating"  a  color 
photograph  for  reproduction  to  a  few  minutes  at 
the  screen  of  a  computer. 

.  just  a  few  of  the  ways  Kodak  is  committed  to  turning 
a  century  of  imaging  expertise  into  systems  that  manage 
information.  For  details,  call  7  800  445-6325,  Ext.  960. 


The  new  vision  of  Kodak 


man  Kodak  Company,  (987 


_ 


On  the  Docket 


Finley,  Kumble  pays 
the  piper 

For  partners  in  the  lecently  dis- 
solved law  firm  Finley,  Kumble, 
Wagner,  Heine,  Underberg,  Manley, 
Myerson  &  Casey,  the  real  headaches 
may  be  only  beginning.  Four  banks 
that  helped  fund  the  firm's  overzeal- 
ous  expansion  over  the  years  filed  suit 
in  a  New  York  state  court  at  the  end 
of  January,  seeking  repayment  of 
some  $83  million  from  more  than  200 
of  the  firm's  former  partners. 

The  banks — Manufacturers  Hano- 
ver Trust  Co.,  Bankers  Trust  Co., 
Citibank  and  National  Bank  of  Wash- 
ington, D.C. — claim  the  money  went 
not  only  to  furnish  offices  and  provide 
working  capital  but  also  to  fund  sever- 
al of  the  lawyers'  required  capital  con- 
tributions to  the  firm  and,  oh  yes,  pay 
the  salaries  of  some  big  "rainmaker" 
partners. 

Among  those  missing  from  those 
named  as  defendants  in  the  suit  are 
three  heavyweights — litigator  Harvey 
Myerson,  former  managing 
partner  of  the  D.C.  office  Rob- 
ert Washington  Jr.,  and  co- 
managing  Florida  partner 
Thomas  Tew.  The  three,  all  of 
whom  have  emerged  from  the 
Finley,  Kumble  wreckage  with 
new  spinoff  firms,  have  agreed 
with  the  banks  to  assume  por- 
tions of  the  debt  in  exchange 
for  not  being  sued. 


Score  one  for 
the  plaintiffs 

With  age  and  sex  discrimi- 
nation suits  as  well  as 
wrongful  discharge  claims  al- 
ready clogging  courts,  employ- 
ers now  face  more  headaches 
on  another  front — discrimina- 
tion suits  based  on  "ancestry." 
That's  the  meaning  of  a  case 
now  working  its  way  through 
a  federal  court  in  Pittsburgh. 

The  plaintiff  is  one  Maud 

Ghaidan  Al  Khazraji,  who  in 

1978  was  an  assistant  professor  at  St. 

Francis  College  in  Loretto,  Pa.  Having 

taught  at  the  small  Roman  Catholic 

college   lor  six   years,   Iraqi-horn  Al- 

;  applied  tor  a  tenured  position 

asp;  -,  turned  down.  In 

May     •:    1979   Al-Khazraji    resigned 

icis  and  soon  after  tiled  a 

'     iati    i  suit  against  the  col- 


lege in  a  Pennsylvania  federal  court. 
The  grounds?  That  he  had  been  de- 
nied tenure  at  St.  Francis  because  he 
was  born  an  Arab. 

Overruling  a  federal  trial  court,  and 
upholding  the  subsequent  appellate 
court  decision,  the  U.S.  Supreme 
Court  last  May  found  that  Al-Khazra- 
ji's  complaint  of  discrimination  based 
on  ethnicity  was  indeed  allowable  un- 
der 42  U.S.  Code  Section  1981.  With 
its  finding,  the  Supreme  Court  has 
significantly  broadened  the  definition 
of  race  discrimination  under  a  law 
that  allows  the  benefit  of  both  a  jury 
trial  and  compensatory  and  punitive 
damages  to  plaintiffs. 

Created  as  part  of  the  1866  Civil 
Rights  Act,  Section  1981  has  histori- 
cally been  construed  as  a  civil  rights 
statute  that  enables  blacks — or,  in  the 
case  of  reverse  discrimination, 
whites — to  bring  actions  against  any 
contractual  partners  who  have  dis- 
criminated against  them.  Employers 
are  the  obvious  targets.  Indeed,  be- 
cause it  provides  for  jury  trial  and  a 
longer  statute  of  limitations,  the  stat- 


ute is  more  favorable  to  plaintiffs  than 
other  employment  laws  such  as  Title 
VII  of  the  Civil  Rights  Act  of  1964, 
which  allows  neither  damage  awards 
nor  jury  trials.  Section  1981  cases  can 
also  he  hrought  against  others — real 
estate  brokers  or  licensing  agencies, 
tor  example — who  deal  with  custom- 
ers through  contracts. 


Guided  by  the  congressional  histi 
ry  surrounding  the  passage  of  Sectic 
1981,  the  Supreme  Court  has  decide 
that  the  original  intent  of  the  law  wJ 
to  prohibit  discrimination  based  c 
race.  But,  said  the  Court  in  its  dec 
sion,  "Congress  [obviously]  intends 
to  protect  from  discrimination  ident 
fiable  classes  of  persons  who  are  sul 
jected  to  intentional  discriminatio 
solely  because  of  their  ancestry  or  etl 
nic  characteristics  [emphasis  added). 

Now,  any  plaintiff's  lawyer  wort 
his  salt  will  certainly  be  mulling  th 
new  possibilities  in  discriminate 
work.  At  the  very  least,  predicts  atto 
ney  Eric  Wallach,  of  New  York  fin 
Rosenman  &  Colin,  "plaintiffs  no 
have  a  better  lever  to  negotiate  biggi 
settlements." 


Attorney  watchdogs 

Lawyers  who  abuse  the  trust  place 
in  them  by  unwitting  clients  are 
staple  in  books  and  movies.  Whi 
gives  such  storylines  the  necessar 
ring  of  authenticity  is  the  fact  th 
lawyers  have  always  been  empowere 
to  hold  funds  in  trust  for  client 
much  as  banks  do  for  their  customer: 
But  now,  after  conducting 
study  which  found  that  tru 
account  abuses  was  the  secon 
most  frequent  cause  of  lawye 
disciplinary  actions  (the  firs 
being  neglect),  the  America  | 
Bar  Association  is  contemplai 
ing  action  to  clean  up  th 
profession's  image. 

The  ABA  is  set  to  recon  i 
mend  to  state  legislatures  th 
installation  of  random  audi 
programs,    much    like    thos 
performed  on  ordinary  taxpay 
ers  by  the  Internal  Revenu 
Service.    Such    audits    woul 
spot-check  the  books  of  tru: 
lawyers    to    make    sure    tha 
their  trust  accounts  are  in  oi 
der.   Seven  states — Delaware 
Nebraska,  Iowa,  New  Hamp» 
shire,  New  Jersey,  North  Care  j 
lina  and  Washington — ahead 
have  such  programs. 

Confidentiality  is,  of  coursi 
a  concern  in  these  audits.  A 
ABA  counsel  Mark  Lyoi 
points  out,  "You  want  to  err 


" 


1 
I 


sure  that  the  business  affairs  of  you 
clients  are  not  opened  up  to  every 
body."  But  that's  a  concern,  not  ai 
insurmountable  problem.  Banks  un 
dcrgo  similar  procedures  withou 
compromising  customers'  interests 
Why  should  lawyers,  of  all  people,  b 
above  self-policing? — Deirdre  Fanning 
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WhatTWVis  doing  to  make  sure 

you're  not  sitting  in  a  plane 

when  you  should  be 

sitting  someplace  else. 


here  are  no  simple  solutions  to  the  problems 
ir  industry.  But  we're  doing  everything  we  can 
eviate  them. 

More  people  at  our  main  hub. 
/hen  our  St.  Louis  hub  runs  smoothly,  our 
le  system  runs  smoothly.  That's  why,  in  1987, 
dded  334  more  airport  personnel  at  key 
ions,  resulting  in  dramatic  improvements  in 
me  arrivals,  not  just  in  St.  Louis,  but 
jghout  the  U.S. 

Realistic  scheduling. 
oo  many  airlines  have  been  scheduling  too 
y  flights  in  the  most  desirable  "peak  periods." 
ir  system,  once  again,  our  St.  Louis  hub  is  key. 
e  taken  our  main  peak  periods  and  spread 
i  out,  making  it  easier  for  planes  to  meet  their 
dules,  and  for  you  to  make  your  connections. 


There's  more  turn-around  time  to  move  baggage, 
clean  cabins,  and  restock  supplies.  Also,  we  now 
have  back-up  planes  located  throughout  our  sys- 
tem, on  call  to  meet  any  contingency. 

If  it's  in  our  power,  we're  on  top  of  it. 

There  remain  a  number  of  factors  beyond  our 
control.  The  weather.  People  flying  in  unprece- 
dented numbers.  Delays  caused  by  the  nation's 
air-traffic-control  system. 

But  rest  assured,  the  factors  that  we  can  con- 
trol are  getting  our  highest  priority.  We  don't  want 
our  customers  to  miss  meetings,  ever  again. 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE" 


The  Up  &  Coiners 


Trendsetters 


"I'm  from  the  fashion  business,"  says  L.A. 
Gears  Robert  Greenberg.  He's  not  kidding. 


Rhinestone 
hightops,  anyone? 


By  Ellen  Paris 


LA  Gears  l<< 

Giving  the  teenagers  and  y   u.ij  tvamen  what  they  want. 


Hill  Ikriwcin 


78 


Robert  Greenberg,  founder 
and  president  of  L.A.  Gear, 
Inc.,  the  athletic  shoe  maker, 
likes  to  stay  close  to  his  customers. 
Very  close.  Every  Saturday  Greenberg 
spends  three  hours  posing  as  a  sales 
clerk  at  a  busy  Los  Angeles  athletic 
shoe  store.  According  to  Greenberg:  "1 
learn  more  about  my  business  from 
those  three  hours  a  week  than  any 
thing  else." 

Greenberg  is  doing  something  right 
Last  year  L.A.  Gear's  sales  sprinted  to| 
$70  million,  from  $36  million  the 
year  before  and  $10  million  in  1985, 
the  year  Greenberg  started  the  shoe 
company.  Net  income  shot  to  $4.3j 
million  ($1.08  a  share),  from  $1.7  mil 
lion  in  1986,  as  Macy's,  the  Broadway, 
Foot  Locker  and  other  major  retailers 
began  ordering  L.A.  Gear's  shoes. 

Greenberg's  secret?  The  under 
standing  that  women  currently  want 
their  athletic  shoes  to  be  fashionable 
as  well  as  functional. 

According  to  Footwear  News,  more 
than  80%  of  all  athletic  shoes  pur- 
chased are  used  for  casual  wear,  nolj 
for  sports.  So  Greenberg  gives  the  girl; 
and  women  athletic  shoes  in  brigh 
and  shiny  colors.  Among  his  lineup  o 
80-odd  styles  (mostly  manufacture' 
in  South  Korea)  is  a  jazzy  white  sneakj 
er  with  fringe,  colored  cutouts  and 
laces  in  fuchsia  or  turquoise.  Anothea 
model,  called  the  Beach,  features  a 
green  palm  tree,  yellow  sun  and  blue 
ocean  wave  inset  on  the  sides.  Oi 
there's  L.A.  Gear's  women's  hightop 
sneaker,  trimmed  in  pink  or  silvei 
rhincstones.  "My  competitors  don't 
understand  what  I'm  doing,"  says  the 
fast-talking  Greenberg,  "because  I'm 
from  the  fashion  business." 

Wall  Street,  also  from  the  fashion 
business,  is  getting  high  again  on  L.A 
Gear.  In  July  1986  Sutro  &  Co.  under 
wrote  the  company's  initial  public  of- 
fering of  1.6  million  shares  at  $11.5C 
each.  The  stock  went  to  24,  fell  to  6, 
and  has  since  rebounded  to  a  recenl 
15.  At  that  price,  Greenberg's  30% 
stake  is  worth  some  $18  million 
Three  other  officers  own  another  8% 
of  L.A.  Gear's  4  million  shares. 

Greenberg,  now  47,  apprenticec 
hard  for  his  L.A.  Gear  millions.  Bad* 
in  the  1960s  he  sold  wigs  to  beaut) 
shops  in  Boston  and,  in  the  1970s 
imported  jeans  for  sale  at  departmem 
stores  like  Filene's  and  Jordan  Marsh 
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Presenting  the  powerful  Epson®  Equity™  I+,  n+  and  EH+.  Three 
business-minded  XT7AT®compatible  personal  computers  offering  you 
outstanding  speed,  power,  expandability  and  options. 

Of  course,  KC^<        2bS3E 
BjWj^ffHyjiJiJiJ^^ic'^   yJSE  35  */       I  I*  ^as  everything  to  do  with 

what  makes  it  an  Epson.  Intelligent  design,  inspired  performance,  legendary 
reliability.  All  for  an  exceptional  value.  That's  why  you  buy  an  Epson. 


EPSON 


WHEN  YOU'VE  GOT  AN  EPSON,  YOU'VE  GOT  A  LOT  OF  COMPANY. 


Equity  I+.  4.77/10MHz  8088  processor,  5  slots.  Equity  II+.  8/10MHz  80286  processor.  6  slots,  small  footprint.  Equity  TJI+.  6/8/12MHz  80286  processor.  9  slots, 
up  to  5  half-height  storage  devices.  Epson  is  a  registered  trademark  of  Seiko  Epson  Corporation.  XT  is  a  trademark  and  AT  is  a  registered  trademark  of  International 
Business  Machines  Corporation.  Equity  is  a  trademark  of  Epson  America.  Inc..  2780  Lomita  Blvd. , Torrance.  CA  90505.  (800)  421-5426. 


Jn  Japan, 
TheBestTipIs 

NoTipAtAU. 


The  last  thing  you  want  to  do  in  Japan  is  offend 
your  host.  But  when  traveling  here,  tipping 
someone  could  do  just  that. 

When  choosing  hotels  we  have  some  more  valu- 
able advice.  Westin's  Prince  Hotels  of  Japan  offer 
the  perfect  choices.  Central  locations,  largest  rooms, 
most  attentive  service  and  much,  much  more. 

We  truly  know  how  to  make  international 
business  and  pleasure  travelers  comfortable.  We've 
been  doing  it  for  over  30  years.  That's  why  we've 
_H^__I_I^^_-  prepared  a 

special  "How 
to  Get  Oriented 


Westin  .\hasaka  Prince,  Tokyo's  most  elegant  hotel,  76/  rooms, 

The  Tokyo  Prince,  484  luxury  rooms  &  excellent  location, 

Wi  Stm  I  Kyoto  Prim  f.  522  rooms  &f  suites  and  traditwniil  sennce. 


in  Japan"  kit. 
It  contains 
maps,  tips 
and  many 
suggestions 

{■■^■■■■■■■MHBi^HiHBBHBBBH  to  make  your 
trip  a  great  success.  For  a  kit,  write  Westin's  Prince 
Hotels  of  Japan,  700  South  Flower  St.,  Suite  604, 
Los  Angeles,  CA  90017. 

For  reservations  call  your  travel  consultant 
or  (800)  228-3000. 


IHI  PEOPI  I    \M>I'I    M  t\l»  WfMIS 


Catity-frn^lM-fivifiad.      hotels  presorts 


In  1979  he  started  a  chain  of  rolle 
skate  stores  around  Los  Angeles.  Ii 
1982  he  licensed  the  image  of  the  Ste 
ven  Spielberg  character  E.T.  for  use  01 
kids'  shoelaces.  This  is  serious  busi 
ness.  In  90  days,  boasts  Greenberg,  h 
grossed  $3  million  on  the  laces. 

Whether  Greenberg  will  last  longe 
in  fashion  sneakers  than  he  did  ii 
wigs,  jeans,  roller  skates  and  shoe 
laces  depends  on  his  ability  to  rea< 
young  women's  minds.  About  70%  o 
his  customers  are  girls  and  womei 
between  12  and  35.  Read  them  wrong 
and  Greenberg  could  find  an  abun 
dance  of  suddenly  unwanted  inven 
tory  stuffed  down  his  throat. 

So  far,  Greenberg's  eye  has  beei 
sharp,  his  reactions  immediate.  Whei 
he  dropped  off  his  daughter  at  he 
junior  high  school  in  the  San  Fernand 


If  Greenberg  reads  his 
customers  wrong,  he  could 
find  an  abundance  of 
suddenly  unwanted 
inventory  stuffed  down 
his  throat. 


Valley  in  the  fall  of  1986,  for  example 
he  noticed  that  some  of  her  classmate 
were  wearing  boys'  hightop  basketbal 
shoes.  Within  a  few  months,  L.A.  Gea 
was  shipping  its  hottest  line  yet:  won: 
en's  hightop  basketball  shoes  in  color 
such  as  white/pink,  white/turquois 
and  white/silver.  More  than  1.5  mil 
lion  pairs  have  been  sold,  at  aroun 
$45  to  $55  a  pair,  retail. 

Still,  designing  for  young  women  i 
risky  business.  What's  hot  one  wee 
is  often  not  the  next.  John  Gillis 
spokesman  for  L.A.  Gear  competito 
Reebok  International,  thinks  the  mai 
ket  may  already  be  changing.  "W 
think,"  says  Gillis,  "that  kids  are  fir 
ished  wearing  funky,  trendy  fashion 
and  are  moving  toward  plaine 
clothes." 

If  changing  fashions  don't  do 
Greenberg,  knockoff  artists  ma) 
"Right  now  nobody  is  doing  exactl 
the  same  as  L.A.  Gear,"  says  Harol 
Surabian,  who  owns  two  Sneakerlan 
stores  in  the  San  Fernando  Valle) 
"but  there  will  be  copies,  like  wit 
the  basketball  style." 

Greenberg  is  not  unaware  of  th 
dangers.  Besides  cashing  in  over  $ 
million  worth  of  his  L.A.  Gear  stocl 
he  will  spend,  this  year,  a  heavy  $ 
million,  or  6%  of  estimated  sales,  o 
advertising  that  ties  L.A.  Gear  int 
southern  California's  image  of  pair 
trees  and  frisky  young  blonde: 
Greenberg  recently  spent  $400,00 
constructing  a  7,000-square-foot  trad 
show  booth,  a  replica  of  Los  Angelc 
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IN  1988 


A  Fidelity  IRA 

Offers  Everyone 

A  Tax  Break! 

Everyone  with  earned  income  can  still  contribute. 

Although  the  tax  laws  have  changed,  the  most  important  benefit  of 
an  IRA  hasn't.  Everyone  with  earned  income  can  contribute  to  an 
IRA  and  enjoy  tax-deferred  earnings.  And  most  people  can  take  a 
full  or  partial  deduction,  depending  on  pension  plan  coverage 
and  income. 

Get  the  Fidelity  advantage  for  your  IRA. 

One  of  the  best  ways  to  take  advantage  of  these  tax  benefits  is  with  a 
Fidelity  IRA— from  the  nation's  largest  privately-held  investment 
management  company.  Fidelity  gives  you  a  wide  range  of  expertly-managed  investment  choices 
for  your  IRA.  Here  are  2  IRA  choices: 


fidelity  Magellan  Fund.  This  aggressive  stock  fund  with  an  outstanding  long-term 
investment  record  actively  searches  out  growth  potential  wherever  it  may  exist. 
Fidelity  Puritan  Fund.  This  conservatively-managed  stock  and  bond  fund  has  paid 
dividends  every  quarter  through  all  market  conditions,  since  its  launch  in  1946. 


Of  course,  as  with  all  stock  funds,  share  prices  will  fluctuate. 
Join  over  one  million  Fidelity  IRA  investors. 

It's  easy  to  see  why  so  many  have  chosen  Fidelity,  because  a  Fidelity  IRA  also  offers: 

%/  24  hour  toll-free  service         •"  Easy  telephone  exchanges 
l/  One  consolidated  statement     •  Minimum  investment  $500 

Get  the  facts  on  IRAs-ask for your  FREE  copy  of  IRA  Tax  Tips! 


IRA 
Tax  Tips 


Open  or  transfer 

your  IRA  to 
Fidelity  today! 


1  lie  rldellty  1KA.  For  more  complete  information,  including  management  fees, 
expenses  and  Magellan's  3%  and  Puritan's  2%  sales  charge,  call  or  write  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation  (General  Distri- 
bution Agent),  P.O.  Box  660603,  Dallas,  TX  75266-0603.' 

Name Address 

City State Zip 

Please  send  me  a  FREE  fact  kit  on: 

□  Fidelity  Magellan  Fund  IRA  (magi-tip) 

Call  toll-free  24  hours 

1-800-544-6666 

In  Massachusetts  call  collect  617-523-1919 

Service  for  the  deaf  and  hearing-impaired  call  toll-free 
TDD  1-800-514-0118  Mon.-Fri.  8  am-6  pm  EST 


□  Fidelity  Puritan  Fund  IRA  (puri-tip) 


Fidelity 
Investments 

CODE:  FORB/IRA/030788 


_ 
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'his  screwdriver  was  lost  in  space.  And  found. 


happened  on  September  1,  1985. 
>  An  astronaut  working  in  space 
xidentally  dropped  his  screwdriver. 

It  was  spotted  hundreds  of  miles  away 
.  a  giant  phased  array  radar  Raytheon 
id  built  for  the  U.S.  Air  Force  at  Shemya, 
i  laska. 

A  phased  array  radar  can  quickly  spot 
ejects  anywhere  in  its  coverage  because 
;  beam  isn't  tied  to  a  slowly  revolving 
itenna. 

Instead,  it  sweeps  across  the  sky 
ectronically  in  microseconds. 

It  tracks  objects  as  far  away  as  3,000 
liles. 
.  Or  a  15"  screwdriver  drifting  along  in 

bit  at  a  leisurely  17,000  miles  an  hour. 
,  Today,  other  Raytheon  phased  array 
!  dars  are  sweeping  the  skies.  Scanning  far 
hove  the  Atlantic  and  Pacific  to  give  early 
jarning  against  surprise  attack. 


We're  finding  ways  to  use  phased  array 
radar  in  other  systems  we  supply  to  the 
government.  Such  as  the  Patriot  air  defense 
system,  now  deployed  with  the  U.S.  Army. 

Raytheon  has  been  working  with  radar 
since  the  very  beginning.  For  more  than 
four  decades  we've  applied  our  imagination 
to  radar  fundamentals  to  create  the  sophis- 
ticated systems  we  need  today. 

And  tomorrow. 

Raytheon  Company.  141  Spring  Street, 
Lexington.  MA  02173. 


Raytheon 


Where  quality  starts  with  fundamentals 


featuring  such  landmarks  as  the  Bev- 
erly Hills  Hotel  and  the  sign  that  says 
"Hollywood."  The  display  features  a 
lineup  of  fit  California  types  singing 
and  dancing  to  surfer  tunes. 

The  object  of  the  heavy  promotion 
is  to  create  a  brand  image  that  Green- 
berg  can  both  export  and  license  to 
other  fashion  entrepreneurs.  Green- 
berg  predicts  that  in  Japan  alone  he'll 
sell  500,000  pairs  of  sneakers  this  year 
to  young  women  and  teenage  girls.  By 


the  end  of  the  year  Greenberg  would 
like  to  have  25  foreign  distributors 
and  eventually  10  licensees  in  each 
country. 

"I  want  the  distributor  to  set  the 
course  for  the  brand  name  to  grow," 
says  Greenberg.  "If  it's  in  lots  of  shoe 
store  windows,  then  people  will 
knock  on  our  door  asking  to  make 
L.A.  Gear  products — the  name  can  go 
on  anything." 
To  further  build  momentum,  Green- 


berg announced  in  early  February 
plans  to  produce  a  line  of  L.A.  Gear 
jeans.  Last  year  L.A.  Gear  collected 
$750,000  in  royalties  from  seven  U.S. 
licensees,  who  put  the  L.A.  Gear 
name  on  everything  from  doll  clothes 
to  hosiery  and  sunglasses. 

Can  Greenberg  make  L.A.  Gear  into 
the  next  Pierre  Cardin  or  Reebok? 
Probably  not.  But  he'll  have  a  lot  of 
fun  trying,  and  no  doubt  make  some 
good  money  along  the  way.  ■ 


The  Up  &  Comers 


On  the  Margin 


In  the  business  world,  boy  geniuses  tend  to 
fizzle  out  quickly.  Is  Dell  Computer  Corp.  s 
Michael  Dell  one  of  the  exceptions? 

Entrepreneur  in 
short  pants 


By  Stanley  W.  Angrist 


AMONG  THE  DRAWBACKS  of  being 
a  very  young  businessman  in  a 
I  very  big  hurry  are  the  ques 
tions  reporters  sometimes  ask.  When 
we  asked  Dell  Computer  Corp.'s 
founder,  Michael  Dell,  23,  to  explain 
why  he  isn't  just  another  soon-to 
flame-out  hotshot,  Dell  could  scarely 
restrain  his  anger.  "It's  a  silly  ques 
tion,"  he  shot  back.  "We  have  no 
smoke  or  mirrors  here.  We  have  a  real 
factory  in  which  we  build  and  ship 
real  computers — in  fact,  about  8,000  a 
month.  Our  books  are  audited  by 
Price  Waterhouse,  and  our  invest-i 
ment  banker  is  Goldman,  Sachs." 

Though  he  makes  even  that  other 
computer    boy    genius — Microsoft 


I   <U  Computer  Corp. 
<r  mirrors  here.  We  have  a  real  factory  in  which  we  build  and  ship  real  computer* 


Will  van  (Xt-rtieck 
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Jill  Gates — look  wizened,  Michael 
Dell  has  built  a  company  and  pro- 
luced  figures  that  most  businessmen 
)f  far  more  years  can  only  envy, 
-ounded  in  1984,  Dell  Computer 
3orp.  is  today  among  the  country's 
en  largest  IBM  PC-compatible  com- 
puter manufacturers.  The  privately 
wned  company  did  about  $159  mil- 
ion  in  revenues  for  the  fiscal  year 
hat  ended  Jan.  31.  And  its  profits? 
\bout  $9  million. 

Dell  hails  from  Houston.  The  sec- 
ond of  three  sons  of  an  orthodontist 
ather  and  stockbroker  mother,  he 
mowed  business  promise  early.  At 
lge  13  he  started  a  mail-order  stamp 
rading  business  by  publishing  his 
Dwn  list  of  stamps  and  auctioning 
hem  off;  in  a  couple  of  months,  re- 
:alls  his  mother,  he  made  $2,000. 

At  16 — just  seven  years  ago — he  got 
lis  first  computer,  an  Apple  II,  and 
mmediately  put  it  to  work.  "I  liked 
Chinese  food  and  electronic  gadgets, 
ind  I  never  had  enough  spending 
money  from  my  parents  to  satisfy 
:hese  tastes,"  Dell  explains.  "So  I  had 
:o  come  up  with  a  way  to  make  my 
:omputer  deliver  the  desired  extras." 

Figuring  that  the  people  who  are 
ikely  to  buy  subscriptions  to  a  news- 
paper are  those  who  are  setting  up 
lew  households,  he  hired  some  high 
school  friends  to  collect  the  names 
ind  addresses  of  people  applying  for 
marriage  licenses.  With  his  Apple  II, 
le  then  mailed  out  computer-generat- 
d  letters  offering  free  trial  subscrip- 
:ions  to  the  Houston  Post  and  followed 
jp  with  a  sales  call.  Selling  newspaper 
subscriptions  one  day  a  week,  he 
made  $18,000  by  the  time  he  was  17 
ind  promptly  bought  a  BMW. 

Dell  enrolled  at  the  University  of 
Texas  at  Austin,  intending  to  go  on  to 
medical  school.  But  business  quickly 
Decomes  addictive.  He  bought  an  IBM 
PC  and  started  hawking  disk  drive 
kits  and  random  access  memory  chips 
to  enthusiasts  at  local  computer-user 
^roup  meetings.  "But,"  says  Dell,  "it 
was  IBM's  sales  policies  that  really  set 
me  up  in  business." 

At  the  time,  IBM  required  its  deal- 
rs  to  take  a  quota  of  PCs  each  month. 
In  most  cases  the  quota  was  more 
than  the  dealer  could  sell.  So  Dell 
would  offer  to  take  this  excess  stock 
aff  a  dealer's  hands,  at  cost,  and  resell 
the  units  through  advertisements  in 
the  local  paper  at  prices  10%  to  15% 
oelow  list.  A  nice  addition  to  his  busi- 
ness of  installing  disk  drives.  Soon  he 
expanded  his  gray-market  IBM  busi- 
ness by  advertising  in  national  com- 
puter magazines. 

In  January  1984  Dell,  still  only  a 
freshman,  grossed  $30,000.  By  April 


he  was  doing  $80,000  a  month.  Dell 
dropped  out.  By  this  time  thoroughly 
familiar  with  an  IBM  PC's  anatomy, 
he  began  putting  together  a  few  PCs 
for  his  own  use.  People  at  the  comput- 
er fairs  where  he  sold  his  components 
saw  his  homemade  PCs  and  offered  to 
buy  them.  Thought  Dell:  Why  not?  In 
late  1984  Dell  became  an  early  factor 
in  the  manufacture  of  IBM  PC-com- 
patible computers — the  "clone"  mar- 
ket. By  the  summer  of  1985  he  was 
shipping  1,000  of  his  PC's  Limited 
brand  a  month,  at  $795  per  computer. 
Today  at  least  50  companies  build 
IBM  PC  clones,  including  Compaq 
Computer  (sales,  $1.2  billion)  and 
AST  Research  (sales,  $206  million). 
But  Dell  does  things  differently.  His 
marketing  strategy,  for  example,  has 
been  based  on  advertising  and  tele- 


"There  is  no  great  mystery 
to  building  a  PC.  I  simply 
identified  a  market 
segment  that  was  having  to 
pay  too  much  money  for 
what  they  were  getting,  and 
found  an  efficient  way  to 
reach  that  segment." 

phone  sales.  A  call  to  an  800  number 
allows  customers  to  place  an  order 
with  a  computer-literate  salesperson. 
If  the  customer  calls  back,  he'll  speak 
with  the  same  person  again. 

Dell  assembles  computers  only  af- 
ter they  have  been  ordered,  thereby 
slashing  working  capital  require- 
ments. Product  is  shipped  to  custom- 
ers, depending  on  the  backlog,  about 
one  to  three  weeks  after  the  order  is 
placed.  Every  day  three  or  four  huge 
UPS  trailers  pull  away  from  Dell's 
Austin  factory. 

"There's  no  great  mystery  to  build- 
ing a  PC — the  parts  all  come  from  the 
same  few  suppliers,"  says  Dell.  "I 
simply  identified  a  market  segment 
that  was  having  to  pay  too  much 
money  for  what  they  were  getting, 
and  found  an  efficient  way  to  reach 
that  segment."  By  keeping  inven- 
tories spare  and  eliminating  layers  of 
marketing  and  distribution,  Dell  can 
sell  his  model  286-based  clones  for 
$2,299,  about  40%  less  than  IBM. 
More  than  one-third  of  Dell's  custom- 
ers are  large  corporations,  another 
third  comes  from  smaller  businesses, 
and  the  balance  from  individuals. 

After-sales  service?  In  addition  to 
his  65  incoming  WATS  lines  for  sales, 
Dell  has  installed  28  more  for  techni- 
cal support  and  15  more  for  customer 
support.  He  has  found  that  about  90% 
of  all  technical  problems  can  be 
solved  over  the  phone.  For  the  other 


10%,  Dell's  price  includes  a  one-year 
service  contract  under  which  prob- 
lems will  be  fixed  on  site  by  Hon- 
eywell Bull. 

The  combination  of  technical 
knowhow  and  service  is  impressive. 
But  probably  the  smartest  thing  Dell 
has  done  is  recognize  the  limits  of  his 
business  experience,  compensating 
for  that  weakness  by  surrounding 
himself  with  older  men.  Dell  Com- 
puter's president  is  E.  Lee  Walker,  46, 
an  Austin  venture  capitalist  who  has 
participated  in  numerous  startups. 

For  corporate  treasurer,  Dell  re- 
cruited Donald  D.  Collis,  41,  from 
Standard  Oil  of  Ohio.  Working  with 
Collis,  Goldman,  Sachs  completed  a 
$21.5  million  private  placement  of 
Dell  Computer  convertible  preferred 
stock  in  October. 

For  marketing,  young  Dell  turned 
to  Graham  C.  Beachum  Jr.,  40,  who 
spent  16  years  at  IBM  and  2  years  at 
Tandy  Corp.  Beachum  is  Dell's  senior 
vice  president  of  marketing  and  sales 
and,  in  a  departure  from  selling  strict- 
ly by  phone,  has  already  hired  24  ex- 
IBMers  who  are  calling  on  major  cor- 
porations and  value-added  resellers  to 
sell  them  the  Dell  line.  Dell  Com- 
puter's board,  meanwhile,  includes 
such  luminaries  as  Admiral  Bobby  In- 
man,  former  director  of  the  CIA,  who 
is  now  chairman  of  the  Dallas  Federal 
Reserve  Bank,  and  George  Koz- 
metsky,  a  founder  of  Teledyne,  Inc. 
and  former  dean  of  the  business 
school  at  the  University  of  Texas. 

President  Walker  boasts  that  "in 
five  years  we  will  be  a  $1  billion 
[sales]  company."  Unfortunately, 
such  predictions  usually  return  to 
haunt  their  makers.  Managing  Dell 
Computer's  sales  growth  would  be  a 
difficult  job  for  a  much  more  seasoned 
team.  And  there  are  other  obstacles 
on  Dell  Computer's  horizon. 

Focusing  less  on  sales  to  individual 
enthusiasts  and  more  on  sales  to  val- 
ue-added resellers  and  other  business- 
es will  put  Dell  into  fierce  competi- 
tion with  the  other  clones'  direct  sales 
forces,  not  to  mention  a  revitalized 
ComputerLand. 

And  what  of  IBM's  new  Operating 
System/2?  If  Dell  is  worried,  he 
doesn't  show  it.  "IBM  would  like  you 
to  believe  that  their  advantage  is 
insurmountable,"  he  says.  "But  our 
machines  already  run  OS/2  [the  new 
IBM  operating  system],  and  I  can't 
envision  any  substantial  [IBM]  fea- 
tures that  we  couldn't  provide." 

When  you  consider  how  far  this 
bright  young  man  has  already  come, 
it's  a  good  bet  the  computer  world 
will  be  hearing  a  lot  more  about  Mi- 
chael Dell  in  the  years  ahead.  ■ 
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The  Up  &  Comers 


Innovators 


Health  Tec  Inc.  stumbled  upon  the  market 
for  adult  disposable  diapers.  But  can  the 
tiny  company  survive  against  Procter  & 
Gamble,  Kimberly-Clark  and  the  other  gi- 
ant competitors  it  has  attracted? 


Pass  the 
slingshot 


By  Laura  Jereski 


Common  sense  said  little  Health 
Tec  would  have  been  clobbered 
by  its  huge  competitors — 
among  them  Procter  &  Gamble  and 
Kimberly-Clark — long  ago.  Common 
sense  has  been  wrong,  so  far.  Based  in 
Palmer,  Mass.,  Health  Tec  earned 
over  $300,000  last  year  on  sales  of  $12 
million.  That's  up  from  sales  of  $1 
million  in  1983.  This  year,  sales  ought 
to  be  around  $18  million,  says  Presi- 
dent fohn  Hay,  who  predicts:  "I  think 
$100  million  in  five  years  is  possible." 
In  John  Hay's  favor  are  the  coun- 


try's demographic  trends.  Owned  by 
Hay,  his  brother  Anthony,  and  the 
Country  Bank  for  Savings  (of  Ware, 
Mass.),  Health  Tec  makes  disposable 
diapers  for  incontinent  adults.  Of  the 
25  million  Americans  over  65,  about 
10%  have  a  problem  with  inconti- 
nence. Millions  more,  including 
many  pregnant  women,  suffer  from 
temporary  or  light  incontinence. 
Medical  supply  industry  consultants 
figure  that,  as  the  population  ages,  the 
consumer  and  institutional  markets 
for  adult  disposable  diapers  will  grow 
from  $450  million  today  to  about 
$750  million  by  1991. 


Heato  id  Anthony  Ha) 

Still  surviving  in  the  giants'  shadows. 


Aren't  lots  of  companies,  big  and 
small,  chasing  this  business?  Yes,  and 
only  a  handful  will  end  up  making 
much  money  out  of  it.  Health  Tec 
may  or  may  not  find  itself  among  the 
lucky  ones,  but  its  owners  are  giving 
it  a  good  try. 

Back  in  1980  John  Hay,  now  44,  and 
Anthony,  42,  were  selling  adult  dia- 
pers and  bedding  underpads  at  Ameri- 
can Disposables,  a  Ware-based  medi 
cal  and  hospital  supplier  they  had 
helped  found.  The  brothers  could  see 
that  the  hospitals  and  nursing  homes 
that  bought  American  Disposables' 
bedding  underpads  were  looking  for  a 
cheaper  and  less  time-consuming  so- 
lution to  adult  incontinence  than 
changing  beds  several  times  a  day 
The  company  manufactured  an  unfit- 
ted adult  diaper,  modeled  on  early  ver- 
sions of  disposable  baby  diapers.  But 
the  Hay  boys  wanted  to  be  on  their 
own.  So  they  sold  out  their  American 
Disposables  stake  and  moved  on.i 
Armed  with  around  $200,000  in  equi- 
ty and  a  $250,000  loan  from  Country 
Bank  for  Savings,  they  started  Health 
Tec  to  make  a  fitted  adult  diaper. 

At  the  time,  the  machinery  they 
needed  to  make  adult  fitted  diapers 
was  designed  mainly  for  the  infant 
market  and  was  too  expensive  for  the 
brothers.  It  took  three  years  of  experi- 
menting for  John  Hay,  an  engineer  by 
training,  and  Anthony  to  custom-de- 
sign the  machinery  they  wanted. 
"Once  we  accomplished  that,"  says 
Anthony  Hay,  "we  were  able  to  com-" 
pete  effectively."  But  at  a  cost:  While 
the  Hays  were  solving  their  produc- 
tion problems,  sales  languished.  Byl 
early  1983  they  were  forced  to  give  up 
20%  of  their  Health  Tec  equity  t 
Country  Bank  in  exchange  for  an  addi 
tional  $250,000  cash  infusion. 

As  the  Hays  struggled,  mighty 
Procter  &  Gamble  came  on  strong.  By 
1983  P&G,  which  makes  Pampers 
and  Luvs  disposable  baby  diapers,  had 
captured  60%  of  the  institutional 
market  for  adult  disposables  with  its 
Attends  brand.  It  was  preparing  to 
challenge  Kimberly-Clark's  Depend 
brand  in  the  fast-growing  drugstore 
market.  A  third  big  player,  Johnson  & 
Johnson,  soon  joined  the  fray  with 
Serenity,  a  less  bulky  pad  product  for  \ 
women.  By  1987  each  company  was 
spending  around  $7  million  promot- 
ing its  product. 

How  could  little  Health  Tec,  whose 
total  revenues  aren't  much  biggei 
than  its  competitors'  ad  budgets,  even 
hope  to  compete?  The  Hays  decided 
to  stick  to  their  original  strategy:  pro- 
duce a  well-designed  diaper  and  price 
it  aggressively  to  the  medical  supply 
distributors    that    sell    to    cost-con- 
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TRIPLE  MILE  AGE 
TO  MORE  OF 

EUROPE. 


ONLY  WITH 
PAMAM 


\SY  TO  QUALIFY. 

b  qualify  for  triple  mileage  with  WorldPass®  all  you 
e  to  do  is  fly  one  roundtrip  or  two  one-way  flights  in 
class  of  service  to  anywhere  Pan  Am  flies  from 
uary  1, 1988  through  March  31, 1988.  And  that 
udes  any  flights  on  The  Pan  Am  ShuttleSM  or  Pan  Am 
•ress?M  If  you're  not  already  a  WorldPass  member, 
D  call  1-800-348-8000  and  we'll  give  you  your 
ldPass  account  number  immediately.  So  once  you've 
lifjed,  you  can  start  earning  triple  mileage  through 
ember  31, 1988. 


Second,  you  can  also  earn  triple  mileage  when  you 
fly  any  other  fare  in  Economy  Class*  to  more  of  Europe 
. .  .22  cities  in  all,  including:  Amsterdam,  Athens, 
Berlin,  Brussels,  Copenhagen,  Frankfurt,  Geneva, 
Hamburg,  Helsinki,  London,  Madrid,  Milan,  Munich, 
Nice,  Nuremberg,  Oslo,  Paris,  Rome,  Shannon, 
Stockholm,  Stuttgart,  and  Zurich.  Plus  when  you  fly 
within  the  U.S. ,  including  Hawaii,  and  to  the  Caribbean. 


EASY  TO  ENJOY. 


\SYTOEARN. 


"an  Am  WorldPass  makes  it  easy  to  earn  triple 

?age  two  ways. 

'irst,  just  fly  First  Class,  Clipper®  Class,  or  full  fare 

;stricted  Economy  Class  to  any  place  Pan  Am  flies  in 

world. 


Only  Pan  Am  WorldPass  lets  you  redeem  your 
frequent  traveler  awards  anytime.  There  are  no  blackouts, 
no  holiday  restrictions.  And,  unlike  the  others,  we  don't 
limit  the  number  of  seats  per  plane  that  can  be  reserved 
by  frequent  travelers.  If  there's  a  seat  available,  it's 
yours.  Of  course,  some  travel  award  destinations  are 
subject  to  foreign  government  approvals. 

For  flight  information  and  reservations, 
call  Pan  Am  at  1-800-221-1111. 


'.trictions:  *"Any  other  fare  in  Economy  Class"  excludes  charter  tickets.  Triple  mileage  may  not  be  earned  on  RESTRICTED  fares  in  Economy 

5S  to  Nairobi,  Tel  Aviv,  Riyadh,  Bombay,  Delhi,  Karachi,  Vienna,  Eastern  Europe  or  Latin  America.  Flights  on  The  Pan  Am  Shuttle  or 

Am  Express  are  not  eligible  to  EARN  triple  mileage.  Triple  mileage  will  be  applied  to  the  actual  miles  flown  or  500  miles,  whichever  is  greater. 

■XPECT  MORE  FROM  PAM  AM 


_ 


scions  institutions.  By  spending  prac- 
tically nothing  on  advertising,  they 
could  keep  their  prices  low.  The 
brothers  were  able  to  undersell  P&G 
in  the  institutional  market,  despite 
Health  Tec's  modest  production  runs. 
Today  around  60%  of  Health  Tec's 
sales  come  from  the  $255  million 
(1987  sales)  institutional  market. 

In  the  retail  market,  however,  the 
Goliaths'  marketing  budgets  and  ex- 
pertise have  spelled  trouble  for  Health 
Tec's  Dry  Comfort  brand.  But  in  the 
drugstores,  too,  the  brothers  have 
fought  brawn  with  brain.  Back  in  1982 


they  began  selling  Dry  Comfort 
through  Walgreen.  Then,  in  1987, 
they  began  supplying  a  private-label 
adult  disposable  diaper  to  Walgreen, 
which  the  Deerfield,  111. -based  nation- 
al drug  chain  sells  in  its  1,380  stores. 
Health  Tec  is  also  producing  private- 
label  diapers  for  Sears. 

Won't  their  big  competitors  some- 
day enter  the  private-label  business? 
Weyerhaeuser  already  has.  So  the 
Hays  are  already  concentrating  more 
of  their  limited  resources  on  the  na- 
scent home  health  care  market.  The 
idea  is  for  a  home  health  medical  sup- 


plier to  encourage  a  patient  to  use  the 
Health  Tec  product  once  he  has  re- 
turned from  a  hospital  or  nursing 
home  to  convalesce. 

John  Hay  now  talks  of  taking 
Health  Tec  public  or  selling  it.  Surviv- 
ing and  prospering  in  the  shadows  of 
giants  like  Procter  &  Gamble  and 
Kimberly-Clark  can  only  grow  more 
difficult.  But  the  brothers  are  a  long 
way  from  calling  it  quits.  John  Hay  is 
scouting  for  a  second  factory  site,  in 
the  Southeast.  "After  all,"  he  reminds 
us,  "we've  got  a  nice  track  record! 
proving  we  were  right."  ■ 


Numbers  Game 


What's  the  difference  between  "extraordi- 
nary, '  "special, '  "unusual"  and  "nonre- 
curring" items?  Depending  on  how  you 
use  them,  quite  a  bit  of  difference. 


Dictionary,  please 


By  Penelope  Wang 


Y1  ou  don't  have  to  be  a  philolo- 
gist to  be  an  accountant.  But  an 
appreciation  of  the  subtle  mean- 
ings of  words  can  be  a  real  asset,  espe- 
cially for  those  interested  in  minimiz- 
ing the  impact  of  unexpected  events 
on  operating  earnings. 

Consider  Primerica  Corp.,  the  big 
(1987  revenues,  $3.8  billion)  financial 
services  supplier  put  together  in  re- 
cent years  by  Gerald  Tsai  fr.  In  June, 
shortly  before  the  stock  market 
peak.  :  anu  not  long  after  Tsai  bought 
his  new  120-foot  yacht  Longitude  Zero, 
Primerica  bought  the  brokerage  firm 
Smith  Bi  i 

19.   Wall   Street, 
Smith  E ;,■  >;ot  creamed. 

But  ;  hat  from  the 

unaud  yj  Primerica 

just  r<  |      the  vear 

wasdnw:  S199 

million— ami  thi  o-yeai 

panson  is  owed  l 
tinued  operati 
merica's  1987  net 


ing  operations,  by  contrast,  was  up 
43%,  to  $183  million. 

But  what  of  that  well-publicized 
$61  million  bath  Smith  Barney  took 
on  its  arbitrage  business  during  the 
October  crash?  Primerica  buried  that 
little  embarrassment  in  a  footnote  on 
"nonrecurring  items." 

Confused?  Think  of  it  this  way: 
Had  the  $61  million  arb  loss  not  been 
filtered  through  the  nonrecurring 
items  account,  earnings  from  con- 
tinuing operations  would  have  been 
$61  million  ($43  million  aftertaxl 
lower   than    reported   for   last   year. 

Still  confused?  You're  in  good  com- 
pany. "The  rules  (governing  the  use  of 
terms  like  nonrecurring]  are  not  that 
clear,"  warns  Robert  Wilkins,  project 
manager  at  the  Financial  Accounting 
Standards  Board.  "It  all  comes  down 
to  a  judgment." 

Ted  O'glove,  publisher  of  the  Quuli 
ty  of  Earnings  Report,  isn't  confused. 
He's  outraged.  "Arbitrage  losses  are 
part  and  parcel  of  the  brokerage  busi- 
"  he  blasts.  "It  is  no  more  nonre- 
curring than  previous  periods'  gains 


were  nonrecurring.  Who  are  they  try- 
ing to  kid?" 

The  disclosure  was  an  unkind 
warning  to  Smith  Barney's  arbitrage 
ers.  On  Feb.  1,  after  the  statement 
came  out,  Tsai  closed  down  the  firm'$ 
arbitrage  unit,  sacking  its  five  highly! 
paid  traders.  Voildf  By  definition] 
whatever  the  arbitration  desk  made  or| 
lost  was  no  longer  part  of  continuing 
operations. 

Ah,  but  what  was  it?  Here's  wherej 
the  philology  comes  in. 

Primerica  might  well  have  wanted) 
to  report  the  arbitrage  loss  as  an  "ex-l 
traordinary"  loss.  Extraordinary  items 
are  reported  separately — after  incom 
from  continuing  operations.  Bot 
Standard  &  Poor's  and  Value  Line,  i 
reporting  earnings  from  continuin 
operations,  relegate  extraordina: 
items  to  a  footnote. 

There  was  one  problem.  Back  i 
1973  the  Accounting  Principles  Boar 
decreed  that  to  be  "extraordinary,"  a: 
item  must  be  both  unusual  in  natur 
and  infrequent  in  occurrence.  A  loss 
from  a  lawsuit,  for  example,  would  be 
n  extraordinary  item.  But  a  securities 
firm's  loss  on  arbitrage  would  not  nee 
essarily  satisfy  the  definition. 

"An  arbitrage  loss  by  a  brokerage 
firm  may  be  infrequent  but  it  is  usua 
in  nature  in  that  kind  of  business,' 
explains  Leopold  A.  Bernstein,  profes 
sor  of  accounting  at  Baruch  College 
"Primerica  calls  the  loss  'nonrecur 
ring'  because  it  knows  the  loss  is  usu 
al  and  does  not  fit  the  definition  o 
extraordinary." 

"Nonrecurring"  is  not  the  onl)j 
fudge  word  accountants  have  come  ur 
with  to  get  around  the  definition  o: 
"extraordinary."  Other  choices  ar 
"one-time"  and  "special."  Many  o 
these  words — "nonrecurring"  anion; 
them — don't  have  a  technical  mean 
ing  in  the  accounting  glossary.  But  the 
clients  use  them  anyway. 
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Why  did  Primerica 
udge  its  arb  losses  to  be 
'nonrecurring"?  The  real 
idvantage  to  Primerica, 
lotes  Baruch's  Bernstein, 
s  the  effect  of  aggregating 
;he  different  "nonrecur- 
ing"  items  in  a  footnote, 
nore  than  canceling  out 
osses  with  gains.  Besides 
he  arb  loss,  the  footnote 
ncludes  a  handsome  gain 
torn  the  sale  of  Primeri- 
;a's  Looart  Press.  Net 
lonrecurring  items:  $16 
nillion,  aftertax.  Again,  it 
;eems  that  Black  Monday 
lever  happened — unless, 
)f  course,  you  parse  the 
ootnote. 

Primerica's  is  not  the 
Mily  way  to  treat  nonre- 
;urring  items.  Consider  the  way  Balti- 
Tiore  brokerage  firm  Alex.  Brown  & 
50ns  accounted  for  last  year's  reorga- 
lization  of  its  taxable  fixed-income 
business  and  cancelation  of  a  data  pro- 
;essing  project.  The  loss  on  the  activi- 
:y  came  to  $1.3  million.  Alex.  Brown 
abeled  the  loss  a  "one-time 
;harge" — but  included  it  as  part  of 
operating  expenses. 

Salomon  Inc.,  too,  listed  several 
'special"  items  in  its  unaudited  1987 
Financials .  These  include  a  charge  for 


its  abandoned  New  York  City  Colise- 
um project  and  a  gain  from  the  sale  of 
its  mortgage  securities  business.  To- 
gether, the  "special"  items  amount  to 
a  $107  million  loss.  Unlike  Primerica, 
Salomon  deducted  its  special  losses 
from  operating  earnings. 

Why  didn't  Primerica  report  the  arb 
disaster  as  a  "loss  from  discontinued 
operations"?  That's  what  computer 
lessor  Comdisco  did  when  it  closed  its 
arbitrage  operation  and  booked  an  $80 
million  (aftertax)  loss  in  its  most  re- 


cent quarter.  Like  "ex- 
traordinary items,"  "dis- 
continued operations"  re- 
ceive aftertax,  below-the- 
line  exposure.  But  they 
are  defined  as  the  sale  or 
disposal  of  a  division  or 
subsidiary  that  can  be 
clearly  distinguished  from 
other  assets.  Smith  Bar- 
ney was  not  likely  to  con- 
vince anyone  that  arbi- 
trage is  a  separate  busi- 
ness segment. 

Primerica  declined  to 
discuss  its  accounting  of 
the  $61  million  arb  loss 
with  Forbes.  But  in  a 
statement  the  company 
insisted  that  treating  the 
loss  as  "nonrecurring" 
was  "an  informative  dis- 
closure to  the  public  and  is  entirely 
consistent  with  our  practice  of  high- 
lighting significant  events." 

The  next  day,  a  company  spokes- 
man called  to  assure  us  that  when 
Primerica  releases  its  audited  figures 
this  spring,  the  "nonrecurring"  loss 
will  indeed  be  included  as  an  element 
of  income  from  continuing  opera- 
tions. The  investing  public  may 
grumble  about  such  obfuscation,  but 
accounting's  philologists  will  have  a 
field  day.  ■ 


>w  at  Pebble  Beach, 
lew  golf  challenge. 


r\\  t  i\/) /i\k\  \i 


Newly  opened  and  elegant.  The 
Inn  and  Links  at  Spanish  Bay  offers 
a  unique  resort  experience. 

In  addition  to  a  classic  linksland 
course,  you  enjoy  guest  privileges 
as  well  at  The  Lodge  and  Courses 
at  Pebble  Beach. 

All  the  amenities  of  two  world- 
class  resorts  are  yours:  Three  golf 
courses,  including  Pebble  Beach 


Golf  Links  and  Spyglass  Hill. 
Tennis.  Health  club.  A  jogging 
path.  Superb  restaurants. 

In  an  uncqualed  setting  along 
fabled  17-Mile  Drive  on  California's 
magnificent  Monterey  Peninsula. 

The  Inn  and  Links  at  Spanish 
Bay.  For  reservations,  call 
1-800-654-9300. 


now 


kWhen  the  Bantam  Doubleday  Dell  Publishing  Group  was  formed  in  early  1987, 
ey  were  faced  with  a  tremendous  challenge.  How  do  you  keep  up  a  great  reputation  for 
customer  service,  improve  overall  operating  efficiency,  and  manage  a  newly  formed 
publishing  group  at  the  same  time? 

According  to  Alberto  Vitale,  President  and  CEO,  "Clearly,  the  answer  was  to  integrate 
and  merge  all  three  companies'  data  centers.  Only  one  computer  company  had  the  equipment 
and  know-how  to  do  the  job  right,  and  do  it  fast.  That  company  was  Digital." 

Vitale  continues,  "Digital  helped  us  plan,  design,  build  and  implement  a  network  in  just  a 
year's  time.  Now  our  transaction  processing  capabilities  let  us  fill  orders  faster  than  any  com- 
petitor. What's  more,  Digital's  operating  system  makes  writing  customized  software  so  much 
easier  that  our  data  center  staff  is  about  half  that  required  by  our  previous  mainframe  systems." 

"What  no  other 
computer  company  has . . . 
the  networking  and  support 
needed  to  merge  Bantam, 
Doubleday  and  Dell's  three  data 
centers  in  just  one  year" 

He  can  also  quote  you  chapter  and  verse  on  the  increase  in  accuracy.  "By  giving 
managers  quick  access  to  all  sorts  of  information,  they  can  spot  problems  easily.  Make  changes 
instantly.  And  take  advantage  of  opportunities  they  might  otherwise  have  never  seen." 

Now  even  future  growth  seems  simple  to  tackle.  As  Vitale  says,  "We  can  add  on  incre- 
mentally, without  ever  having  to  rewrite  software.'' 

Summing  it  up,  he  states,  "This  year  alone,  we'll  ship  over  200  million  books  -  more 
than  any  other  trade  publisher  in  North  America.  And  with  the  help  of  a  network  from 
Digital,  we'll  do  it  faster  and  better  than  anyone  else." 

To  find  out  how  Digital  can  give  you  a  competitive  edge,  write       WHi   'iHH     IH 
Digital  Equipment  Corporation,  200  Baker  Avenue,  West  Concord,      El 1 1 E]  , ja 

MA  01742.  Or  call  your  local  Digital  sales  office.  fca  ■■  LJ ■■■■■■  ■■ 


ptal  Equipment  Corporation.  1988  The  Digital  logo  is  a  trademark  of  Digital  Equipment  Ojrporation 


Cities/San  Antonio 


History  gave  San  Antonio  the  Alamo;  Har- 
court  Brace  is  bringing  it  Sea  World.  Can 
Disney  be  far  behind? 

A  city  that  speaks 

two  languages — 

and  means 

business 


By  Howard  Rudnitsky 


Sea  WorL  San  Antonio 

Expected  to  dra  |  ors  annually. 


What  is  now  the  country's 
ninth-largest  city?  Go  to  the 
front  of  the  class  if  you  an- 
swered San  Antonio.  Since  1981  the 
south  central  Texas  town  has  added 
20%  to  its  population,  which  is  now 
930,000  and  still  expanding  rapidly. 

To  some  degree,  San  Antonio  es- 
caped the  state's  oil  problems.  Unem- 
ployment is  over  7%,  above  the  na- 
tional norm,  but  low  for  Texas.  It  is  a 
lively  town,  marked  by  a  bilingual, 
Mexican-influenced  culture,  and  en- 
joys a  pleasant  climate  year-round. 
Prices  are  almost  unbelievably  low  by 
big-city  standards.  Two  can  stay  at  a 
luxury  hotel  for  $115  a  night.  Dinner 
for  two  at  the  best  of  the  city's  vibrant 
Mexican  restaurants:  $25. 

The  city  throbs  with  vitality:  At  a 
time  when  the  number  of  two-news- 
paper cities  in  the  U.S.  is  shrinking, 
San  Antonio  is  home  to  two  healthy 
dailies,  Rupert  Murdoch's  Express- 
News  and  Hearst's  sprightly  Light. 

San  Antonio's  relative  prosperity  is 
brought  about  mainly  by  the  five  ma- 
jor military  bases  ringing  the  city, 
which  in  1987  generated  $2.7  billion 
worth  of  business.  But  the  enterpris- 
ing city  fathers  have  worked  hard  at 
diversifying  their  economy.  High  tech 
has  gotten  high  priority.  In  December 
1986  San  Antonio's  Tom  Pawel,  head 
of  Concord  Oil,  donated  1,500  acres  of 
land  to  develop  the  Texas  Research 
Park  for  R&D  in  biotechnology  and 
health  sciences.  The  sponsors  have 
raised  $72  million  toward  a  goal  of 
$102  million,  including  $15  million 
from  Ross  Perot. 

Since  the  mid-Sixties  San  Antonio 
has  developed  the  680-acre  South 
Texas  Medical  Center  research  com- 
plex. It  includes  the  University  of 
Texas  Health  Science  Center  and 
some  20  other  health  institutions, 
with  a  total  of  17,000  employees.  San 
Antonio  houses  the  world-renowned 
Southwest  Research  Institute,  the 
U.S.'  third-largest  nonprofit  in  applied 
research  for  industry  and  government, 
behind  Battclle  Memorial  Institute 
and  SRI  International. 

The  third  leg  of  this  once  sleepy 
city's  prosperity  is  tourism.  Last  year^ 
alone  10.5  million  tourists  visited  San 
Antonio,  taking  in  the  Alamo  and  the 
old  Spanish  missions,  savoring  the 
spicy  Mexican  and  Tex-Mex  food  and 
strolling  and  shopping  on  the  pictur- 
esque paths  that  follow  the  historic 
river  through  the  city's  heart.  Last 
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THE  CERTAIN  CHOICE 
FOR  AN  UNCERTAIN  WORLD. 


4 
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In  today's  chaotic  airline  business,  it's  hard  enough 
keeping  up  with  the  changes,  much  less  making  a  profit. 

That's  why  airline  executives  are  looking  for  every 
possible  edge — and  turning  to  Airbus  Industrie  aircraft. 

Compared  to  planes  derived  from  old  technology, 
Airbus  aircraft  offer  clear  payoffs  on  the  bottom  line. Thanks 
to  innovations  like  a  Centralized  Fault  Display  System  for 
lower  maintenance  costs.  Greater  use  of  lightweight  com- 


posites for  less  fuel  consumption.  And  fly-by-wire  controls 
to  give  pilots  unequaled  precision. 

And  the  full  Airbus  Industrie  family  of  aircraft  is  ready 
to  be  ordered  now. 

So,  while  today's  airline  industry  is  more  complex, 
one  thing  is  more  simple:  choosing  the  right  aircraft. 

AIRBUS  INDUSTRIE 


Ktvercenter  mall  cnul  canal  in  \an  Antonio 
An  attempt  to  revitalize  downtown. 


year  tourists  left  $1.2  billion  behind 
them  and  kept  some  30,000  San  Anto- 
nians  busy. 

Military   spending   is   expected   to 
peak  here,  but  tourism  certainly  is 
gaining    momentum.     Frantic    con- 
struction is  going  on  in  west  San  An- 
tonio  where  on  a  250-acre  site,  Har- 
court  Brace  jovanovich,  the  publish- 
is   building  a   huge   Sea 
park    sister  to  the  one 
nee  it  opens  in  May, 
•  :a  World  is  expect- 


ed to  draw  3  million  visitors  annually. 
Construction  dust  is  thick.  In 
downtown  San  Antonio  the  huge  Riv- 
ercenter  shopping  mall  opened  in  Feb- 
ruary. Also  downtown,  a  1,000-room 
Marriott  will  be  finished  this  fall,  and 
a  950-room  Sheraton  Hotel — project- 
ed to  cost  $100  million — will  break 
ground  this  spring.  A  major  hotel  op- 
erator will  soon  announce  a  600-room 
convention  and  resort  hotel,  complete 
with  two  golf  courses,  to  be  built  near 
Sea  World. 


As  important  as  the  natural  and 
structural  advantages  are  San  Anto- 
nio's human  assets.  Its  population, 
heavily  of  Mexican  descent,  is  hard- 
working and  enterprising.  San  Anto- 
nio's aggressive,  politically  ambitious 
mayor,  Henry  Cisneros,  40,  has  been 
working  closely  with  the  business 
community  rather  than  fighting  it.  He 
has  pushed  a  $53  million  convention 
facility  expansion  and  a  proposed 
$150  million,  downtown,  60,000-seat, 
domed  sports  stadium. 

Cisneros'  counterpart  in  the  busi- 
ness world  is  Marty  Wender,  41  and 
extraordinarily  energetic.  Wender 
plunged  into  real  estate  six  years  ago. 
In  1983  he  acquired  7,500  acres  of] 
land  in  the  Westover  Hills  area  west 
of  town;  the  purchase  included  a] 
1,500-acre  parcel  acquired  at  $11,500 
an  acre.  His  financial  partner  in  the 
deal  is  San  Antonio's  Bexar  Savings  & 
Loan,  controlled  by  wealthy  San  An- 
tonian  Tom  Turner,  formerly  big  in 
gas  stations  and  now  big  in  banking, 
real  estate  and  broadcasting. 

An  earlier  proposal  to  Sea  World  by 
another  developer  fell  through  in 
1985,  because  Harcourt  management 
was  worried  about  the  lack  of  access  j 
roads  and  the  soil  conditions  at  the 
proposed  site.  Management  changed 
its  mind  when  developer  Wender  flew 
HB|  Chairman  William  Jovanovich  to 
look  at  his  Westover  site  and  prom- 
ised to  provide  utilities,  a  highway 
and  ready  access.  Jovanovich  agreed. 
Sea  World  would  pay  a  bargain  rate  for 
500  acres  of  Wender's  land.  Estimated 
final  cost:  $147  million. 

Wender  asked  the  state  to  run  the 
new  $140  million  Westside  Freeway 
through  the  rapidly  expanding  west 
side,  where  his  land  and  the  new  Sea 
World  park  are.  He  offered  free  rights- 
of-way  through  his  land.  This  would 
link  the  WestPlex  area,  as  it's  known, 
with  downtown  San  Antonio.  Cisne- 
ros pushed  the  offer  through  the  Tex- 
as highway  commission,  which  ap- 
proved the  project  in  90  days — an  in- 
credibly quick  decision  for  a  major 
highway. 

The  latest  rumor  has  Disney  mov- 
ing in  not  far  from  Sea  World.  This 
may  be  more  than  rumor.  San  Anto- 
nio newspapers  have  reported  meet- 
ings between  Cisneros,  Marty  Wender 
and  top  Disney  executives,  including 
Michael  Eisner,  chief  executive.  Until 
recently,  the  party  line  from  both 
sides  was,  "no  plans  at  this  point.'" 
But  the  rumors  have  become  more 
persistent  of  late. 

Certainly,  San  Antonio  has  the  wel- 
come mat  out  for  Disney.  Sources  say 
Wender  and  partners  have  proposed 
giving  Disney  1,500  acres  near  Sea 
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Gold  Card®  Year-End 
ary  of  Charges  from 
rican  Express. 


7ith  the  addition  of  the  Year-End 
unary,  the  Gold  Card  just  may  be 
iimplest,  most  impressive  way  to  put 
j  life  in  order. 

Tt's  a  comprehensive,  chronological 
»unt  of  your  yearly  billed  Gold  Card 
factions  by  category  and  location. 
ig  you  where  you  used  it,  how  you 
I  it,  when  you  used  it,  and  what  you 


spent.  Which  can  be  helpful  in  sep- 
arating your  business  and  personal 
expenses  for  tax  preparation. 

In  addition,  die  Gold  Card  offers  a 
wide  variety  of  other  benefits.  It  may 
include  a  personal  line  of  credit.  Cash 
access  services.  And  worldwide  travel 
advantages. 

And  there's  also  the  convenience  of 
American  Express®  ENVOY.  A  person- 
alized travel  agency  available  24  hours 
a  day  through  a  toll-free  number. 

All  of  which  makes  the  Gold  Card  a 


much  sought-after  privilege. 

The  Gold  Card.  In  addition  to 
everything  else,  now  it  even  sums  up  the 
year  for  you. 

To  acquire  the  Gold  Card,  pick  up 
an  application  at  a  participating  finan- 
cial institution  or  establishment  where 
the  Gold  Card  is  welcome. 

Or  call  1-800-648-AMEX. 


THE  GOLD  CARD 
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SanAntonu  Center 

Space  as  food. 


World  at  no  cost;  this  would  make 
their  adjacent  landholdings  more 
valuable.  In  San  Antonio,  as  in  Dis- 
ney's European  project,  big  investors 
would  put  up  much  of  the  money  for 
building  the  park  and  resort  hotels. 
Thus,  with  minimal  capital  invest- 
ment, Disney  would  earn  lucrative, 
long-term  management  fees,  plus  a 
guaranteed  share  of  any  profits. 

Result:  The  park  would  cost  Disney 
far  less  than  it  did  in  Florida  and  Cali- 
fornia, where  it  had  to  buy  and  devel- 
op raw  land.  In  San  Antonio  most  of 
the  utilities,  highways  and  access 
roads  are  already  in  place.  Cisneros 
has  assured  Disney  that  the  city  will 
not  allow  the  WestPlex  area  to  be- 
come a  tourist  eyesore,  as  is  much  of 
the  part  of  Anaheim  that  surrounds 
Disneyland. 

San  Antonio,  like  any  city,  has  its 
problems:  crime,  not  enough  jobs,  ra- 
cial tensions.  But  with  the  problems, 
and  with  or  without  Disney,  it  is  one 
southwestern  city  whose  future  looks 
unreservedly  bright.  ■ 


Will  ready-to-assemble  revolutionize  the 
furniture  business?  Paul  Bush  bets  it  will. 


A  better 
mousetrap? 


By  James  Cook 


A  trim,  boyish,  silver-haired  man 
lot  S!,  Paul  Bush  likes  to  boast 
khe  can  outjog  the  rest  of  his 
cam,  never  mind  that 
i    10  and  15  years  younger. 
same      hyper-competitiveness 
his  company,  Bush 
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was  no  real  future  in  it. 

Competitive  creature  that  he  was, 
Bush  decided  to  get  out  of  his  old 
businesses  and  put  his  chips  on  the 
emerging  market  for  ready-to-assem- 
ble furniture  for  electronic  products — 
TV  carts,  audio  racks  and  microwave 
oven  carts.  If  the  markets  were  differ- 
ent, the  technology  was  similar.  One 
of  Bush's  bathroom  staples  had  been 
KD  Hampers,  knockdown  hampers 
that  customers  assembled  them- 
selves. So  the  transition  wasn't  as  dif- 
ficult as  it  sounds.  "We  caught  a  trend 
in  the  U.S.  with  our  ready-to-assem- 
ble furniture,"  Bush  says.  "The  prolif- 
eration of  electronic  products  was 
enormous  in  the  early  and  middle 
Eighties.  People  didn't  have  the  furni- 


96 


ture  in  the  home  to  house  and  display 
all  these  electronic  products  they 
were  buying,  and  our  products  caught 
on  and  started  to  grow." 

Since  1982  Bush  Industries'  sales 
have  gone  from  $14.25  million  to 
$93.4  million,  and  its  net  income  has 
done  even  better,  climbing  from 
$377,000  to  $5.4  million,  or  from  14 
cents  to  $1.80  a  share.  Its  stock  hasn't 
done  all  that  badly,  either.  Bush  went 
public  in  April  1985  at  around  83A  and 
climbed  as  high  as  33 '/s  before  falling 
to  1  l7/s  in  the  October  crash.  It  recent- 
ly sold  at  163A. 

As  one  electronic  product  followed 
another — audio  and  video,  VCR,  mi- 
crowave, personal  computer — Bush 
came  out  with  products  to  accompa- 
ny them.  At  last  count,  Bush  was  mar- 
keting 115  different  furniture  models 
at  prices  ranging  from  $19  to  $530 
through  some  6,000  stores.  Sears  and 
Best  Products  together  accounted  for 
31%  of  last  year's  sales. 

Ready-to-assemble  furniture  has 
been  a  big  seller  in  Europe  for  decades, 
constituting,  Bush  claims,  as  much  as 
40%  of  the  furniture  market,  but  be- 
cause of  resistance  from  conventional 
retailers  it  has  been  slow  to  catch  on 
in  the  U.S.  Even  today,  Bush  says,  it 
amounts  to  no  more  than  a  $2  billion 
business.  But  the  explosion  in  elec: 
tronics  products  opened  a  whole  new 
distribution  channel — electronics  re- 
tailers, mail-order  office  supply 
houses,  catalog  stores  and  the  audio, 
video  and  microwave  departments  of 
big  retailers  like  Sears  and  Penney. 
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CABLE  TELEVISION  CONNECTION 


These  days,  when  people  communicate, 

(click)  On  America's  Number  One  Rent-A-Movie  Channel 

it  takes  an  array  of  high-tech  equipment 
Oh,  I've  heard  about  that  movie.  It's  so  sad! 

to  make  it  possible.  But  more  important, 
(click)  Stunning.  Not  available  in  any  store. 

it  takes  dedicated  professionals  to  make 
A  governess,  in  love  with  her  handsome  employer. 

the  technology  work.  So  when  you  connect 
(click)  This  is  CNN  Headline  News. 

with  Centel,  we  connect  you  with  people 
Blames  herself  for  his  business  failures. 

before  we  connect  you  with  technology. 
(click)  Nickelodeon,  the  cable  network  for  kids. 

Because  thafs  what  communicating 
/'//  cry  my  eyes  out...  c'mon,  you'll  love  it. 

is  all  about. 
(click)  This  is  C-SPAN.  (click)  Zirconia.  (click)  And  good  night. 

CENTEL 

WHERE  PEOPLE  CONNECT 

BUSINESS  SYSTEMS  •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 


for  more  information  about  Centel  Cable  Television  write  Department  E.  8725  Higgms  Road.  Chicago.  IL  60631.  ©  1987  Centel  Corporation 


With  maybe  10%  -■  the  U.S. 
market  for  ready-to-assemble  fur- 
niture, Bush  Industries  now 
ranks  third  in  the  business,  be- 
hind Tandy  Corp.'s  O'Sullivan 
Industries  and  Sauder  Wood- 
working. Everybody  has  done 
well,  but  Paul  Bush  guesses  that 
Bush  Industries  has  done  better, 
doubling  its  market  share  in  the 
past  few  years. 

Bush  prospered  by  paying  close 
attention  to  product  improve- 
ments. He  pioneered  soft  forms 
with  smooth,  curved  edges  and 
was  the  first  to  combine  oak 
solids  with  oak  veneers.  Most  re- 
cently, Bush  came  up  with  a  Quik 
'n  Easy  system  for  cutting  assem- 
bly time  in  half.  "Our  goal  is  not 
just  to  make  it  cheaper  but  to 
make  it  better,"  he  says. 

Bush  groups  its  output  into 
three  product  lines  aimed  at  three 
different  levels  of  price  and  quali- 
ty, ranging  from  paper-laminated 
particleboard  to  wood  frames  and 
veneers.  Bush's  customers  can 
have  any  kind  of  furniture  they 
want  so  long  as  it's  oak.  Luckily 
for  Bush,  oak  is  one  of  the  hottest 
furniture  woods  going  these  days. 

One  of  the  secrets  of  Bush's 


Bob  Mahoney/Piclure  Group 


Paul  Bush  and  his  ready -tu-assemhle  furniture 
An  irresistible  force  in  furniture  making? 


success  is  his  $13  million,  partly 
automated,  flexible  manufactur- 
ing plant  in  Jamestown,  N.Y.  Us- 
ing European  technology  and  Jap- 
anese   management   techniques, 
the     plant     cut     manufacturing 
costs  substantially  and  enhanced! 
product  quality,   doubly  impor- 
tant when  user  satisfaction  de-| 
pends  heavily  on  precision  fit. 
Bush  and  the  ready-to-assemble  | 
concept  could  have  the  same  rev- 
olutionary influence  on  the  fumi- 1 
ture    industry    that    the   double 
stack  train  has  had  on  the  railroad 
industry  or  the  minimill  on  the  I 
steel  industry:  It  cuts  costs  for  thel 
consumer  and  permits  quick  de-l 
livery.  The  buyer  can  dump  the 
box  in  the  back  of  the  car  and  I 
take  it  home  without  having  to| 
wait    six    weeks    for    delivery. 
"RTA  is  an  irresistible  force,"! 
Bush  says.  "The  traditional  re- 1 
tailers  will  have  to  ask:  Am  I  go- 
ing to  write  off  20%  to  25%  of  the| 
market  by  not  being  in  RTA?" 

Bush  is  moving  beyond  com- 
puter, microwave  and  entertain- 
ment centers  into  household  fur- 
niture. Introduced  last  fall:  ready- 
to-assemble  bedroom  furniture. 
In  oak,  of  course.  ■ 


Manufacturers  are  offering  less  service 
and  fewer  specialized  products.  For  Sun 
Distributors  that's  an  opportunity. 

We  sell  service, 
not  products 


Bj  Suth  Simon 


s    Kans. -based   Marley 
rov    ■    Co.  was  re- 
-i  ■'  & 

Light  nuclear  pla  -cent  Friday 

whei;  -    discovered     they 

were  short  15  bolts  and  56  nuts  in  a 
hard-to-get    l-VWnch   size.   "I  would 
have  had  to  shut  down  the  jot 
send  a  lot  of  people  home 
Marley  buyer  She:  ouid 

have  put  us  off  sch.x  ek." 
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Instead  Miller  called  Specialty  Met- 
als, based  in  Lenexa,  Kans.  On  Mon- 
day morning — less  than  three  days 
later — the  bolts  and  nuts  were  at  the 
nuclear  plant. 

Selling  bolts  and  nuts  as  cheaply  as 
the  Koreans  isn't  enough;  customers 
also  need  special  services  and  quick 
delivery.  That  is  the  philosophy  be- 
hind Philadelphia-based  Sun  Distrib- 
utors, a  group  of  industrial  goods 
wholesalers  that  has  owned  Specialty 
Metals  since  1981.  Last  year  Sun  sold 


$426  million  of  pneumatic  and  fluid 
power  equipment,   electrical  goods, 
glass  and  maintenance  products,  gen 
crating  about  $19  million  of  operatinj 
earnings  before  interest  and  nonrecur- 
ring charges. 

Sun  aims  not  so  much  to  sell  pumps 
and  bolts  as  to  sell  the  engineering 
and  repair  services  that  go  with  them 
and  the  ability  to  make  specialized 
production  runs  on  short  notice.  Sun, 
that  is,  has  caught  the  wave  that  is 
changing  the  U.S.  from  a  manufactur- 
ing economy  to  a  service  economy 
Nowadays  the  cost  of  making  a  bolt  or 
a  chemical  or  even  a  personal  comput 
er  may  be  much  less  than  the  cost  of 
keeping  it  in  inventory,  delivering  it 
when  and  where  it  is  needed  and  mak- 
ing sure  it  works.  As  a  result,  a  good 
many  manufacturers  are  switching  to 
some  variant  of  just-in-time  manufac- 
turing. This  is  good  news  for  Sun. 

Sun  Chairman  Donald  Marshall, 
54,  a  burly  former  defensive  back  for 
Montreal's  Alouettes,  explains  how 
Sun  competes:  "They  [big  manufac- 
turers) can't  make  a  pump  and  a  mo 
tor  with  20  valves  out  of  1,000  coming 
out  sideways.  They  can't  have  sales- 
men running  down  to  St.  Joe  to  make 
a  call  on  a  guy  who's  going  to  spend 
$1,000  a  year  or  wants  a  little  design 
help.  This  creates  an  opening  for  us." 
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The  pinnacle  of  the  watchmaker's  art.  Blancpain  men's  watches  in  eighteen  karat  gold  with 

automatic  movements,  ostrich  straps  and  the  Tiffany  signature.  From  top:  With  day,  date  and  moonphase,  $6,750. 

With  date  and  sweepsecond  hand,  $5,425.  With  perpetual  calendar  and  moonphase,  $16,500. 


Tl  FFANY  &  CO. 


NEWYORK     LONDON     MUNICH     BEVERLYHILLS     CHICAGO     DALLAS     HOUSTON     BOSTON     ATLANTA     SAN  FRANCISCO    800-526-0649 
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1988  CADILLAC  FLEETWOOD. 

Sophisticated  six-passenger  luxury, 
Cadi  lac  style. 


For  those  who  seek  their  luxury 
comfort  and  convenience  in  a 
sophisticated,  contemporary  pack- 
age, there  is  Cadillac  Fleetwood 
for  1988. 

An  added  comfort-more  power, 
more  control. 

The  1988  Fleetwood  (shown)  and 
De  Ville  feature  a  new  4.5  liter  V8 
engine.. .an  engine  exclusive  to 
Cadillac  that  provides  19%  more 
horsepower  and  20%  more  torque. 
This  added  power  translates  into 


faster  acceleration  and  greater  con- 
fidence when  passing  or  merging. 

The  added  power  is  comple- 
mented by  the  added  control  of 
an  anti-lock  braking  system  that 
can  help  take  the  panic  out  of 
panic  stops  by  controlling  the 
brakes  up  to  15  times  per  sec- 
ond-faster and  more  accurately 
than  humanly  possible.  This  avail- 
able feature  helps  prevent  wheel 
lockup  and  maintain  the  ability  to 
steer  in  hard  braking  situations. 


Full-size  luxury  has  never 
been  more  sophisticated. 

Soon  after  becoming  a  Fleetw 
owner,  you'll  wonder  how  you  r 
aged  without  all  its  comfort  an 
convenience  amenities.  From 
leather-wrapped  tilt-and-tele- 
scope  steering  wheel  to  powe 
mirrors.  From  illuminated  vanity 
rors  to  illuminated  entry  system 
to  mention  Fleetwood's  twiligrr 
sentinel  that  automatically  turr 
headlamps  on  and  off. 


LET'S  GET  IT  TOGETHER... BUCKLE  UP. 
©1987  GM  CORP. 
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Fleetwood  interior- 

i3cial  place. 

hditional  full-size  Cadillac 
liiness  and  comfort  surrounded 
nimble,  maneuverable  design, 
stails  like  genuine  American 
i,ut  on  instrument  and  door 
1 3ls.  Ifs  standard  six-way  power- 
red  seating  not  just  for  the 
k  but  for  the  front-seat  pas- 
er,  too. 


Backed  by  Fleetwood's 
6-year/60,000-mile  warranty. 

To  all  the  comforts  of  a  Fleetwood, 
add  the  peace  of  mind  of  a  6- 
year/60,000-mile  warranty* 
Your  personal  invitation. 
Visit  your  Cadillac  dealer  and 
experience  the  1988  Fleetwood  for 
yourself. 

"See  your  dealer  for  terms  and  conditions  of 
this  limited  powertrain  warranty. 


CADILLAC  FLEETWOOD. 

THE  ONLY  WAY  TO  TRAVEL 

IS  CADILLAC  STYLE. 


The  difference  between  saving  a  life 
andthreateningit. 


It  started  out  as  a  trip  across  town. 
Suddenly,  you're  in  an  ambulance  rac- 
ing to  the  hospital.  Its  an  emergency. 
A  matter  of  life  and  death.  You've  lost 
blood.  The  doctors  tell  you  that 
you're  going  to  need  a  transfusion. 

Now,  you  re  really  scared. 

The  AIDS  \  irus  has  changed  the 
way  we  think  about  transfusions.  It's 
made  us  cautious.  What  hasn't 
changed  is  the  importance  of  the 


transfusion  to  our  medical  pro- 
cedures. It's  \  ital. 

Which  is  w  In  1  )u  Pont  worked  to 
create  a  highly  accurate  method  of 
testing  to  help  protect  the  nation's 
blood  supply  from  the  deadly  \I1)S 
virus. 

Today,  that  testing  system  serves 
over  1.200  hospitals  in  more  than  20 
states,  helping  millions  of  people  feel 
more  secure  that  the  blood  they  may 
one  da\  need  to  live  won't  be  haz- 
ardous to  their  health. 


This  achievement,  the  dedicati^ 
of  the  people  who  created  it,  and  t, 
urgenev  with  which  they  worked  i 
cate  I  )u  Pont's  commitment  to  ma 
tain  confidence  in  our  nations  blo« 
supply. 

At  DuPont,  we  make  the  thing 
that  make  a  difference. 


Better  things  for  better  Iking.  \X\ 


Smart  distributors  provide  value- 
added  services,  says  Steve  Samek, 
head  of  Arthur  Andersen's  distribu- 
tion consulting  business.  "They  take 
over  activities  or  functions  performed 
by  either  the  manufacturer  or  the  cus- 
tomer and  charge  for  them."  A.M. 
Castle's  steel  servicing  centers  shear 
and  size  rolls  of  steel  to  customer 
specs.  Drug  distributor  McKesson 
preprices  the  goods  it  ships  and  pack- 
ages them  according  to  their  position 
on  customer  shelves. 

As  for  Sun,  its  Specialty  Metals  has 
been  producing  small  runs  of  bolts 
and  bars  in  its  in-house  machine  shop 
for  ten  years.  Last  April  it  spent 
$650,000  to  buy  a  small  manufactur- 
ing company  that  made  aerospace 
parts.  The  plant  now  produces  short 
runs  of  specialized  machine  screws  in 
ten  days,  one-seventh  the  time  it 
takes  to  get  screws  from  abroad.  They 
won't  be  cheap,  but  they  will  save  the 
customer  money  in  the  bigger  picture. 

Sun's  Walter  Norris  unit,  a  distribu- 
tor of  hydraulic  and  pneumatic  con- 
trols, a  year  ago  spent  $100,000  to  buy 
a  used  Cincinnati  Milacron  injection 
molding  machine  and  fit  it  with  new 
controls.  This  was  to  demonstrate  to 
customers  how  to  produce  Frisbees  or 


defroster  ducts  or  whatever  on  their 
old  machines  using  less  energy  and 
less  plastic.  Walter  Norris  recently 
completed  its  first  retrofit  job  re- 
vamping a  16-year-old  injection  mold- 
er  for  a  Chrysler  plant.  The  plant's 
other  option  was  to  buy  a  new  ma- 
chine. "I  saved  about  $100,000,"  says 
a  Chrysler  supervisor.  The  deal 
brought  Sun  $70,000  in  revenue. 

Walter  Norris  brings  employees  of 
Caterpillar  and  other  customers  into 
its  offices  for  eight-week  classes  on 
hydraulic  controls.  It  redesigned  a 
crankcase  machining  transfer  line  for 
a  Navistar  engine  plant  and  builds 
special  controls  that  power  log  grap- 
plers  and  corn  detassling  machines. 

The  value-added  strategy  doesn't 
work  everywhere,  however.  Sun  sold 
its  pipe  and  steel  business  for  a  $1.5 
million  pretax  loss  in  late  1986  and  is 
barely  making  money  in  electrical 
goods.  It's  also  cutting  back  sales  of 
cases  of  sheet  glass,  where  it  can't 
compete  with  bare-bones  mom-and- 
pop  operators.  Its  remaining  glass 
business  is  in  tinted,  beveled  or  mir- 
ror glass. 

Marshall  leaves  day-to-day  deci- 
sions in  the  hands  of  15  subsidiary 
presidents  but  spends  half  the  year 


visiting  towns  like  Alamosa,  Colo, 
and  Ponca  City,  Okla.  to  call  on  Sun 
units  and  potential  acquisitions. 

Who  owns  Sun?  It  began  in  1975  as 
a  division  of  Sun  Co.,  which  was  try- 
ing to  balance  its  cyclical  oil  business. 
In  1986  Sun  sold  the  division  for  $199 
million  to  Shearson  Lehman  Brothers 
and  Sun  management,  which  took  the 
company  public  last  year  as  a  master 
limited  partnership.  Marshall  and  the 
company's  six  top  managers  control 
25%  of  Sun's  equity  shares,  which 
will  begin  trading  separately  from  the 
income  shares  in  1990.  (Shearson 
holds  about  25%  as  well.) 

How  have  investors  done?  Units 
consisting  of  one  income  and  one  eq- 
uity share  recently  traded  at  $9,  off 
slightly  from  the  original  offering  of 
$10.  Sun  lost  about  $6.6  million  last 
year,  largely  because  of  one-time 
charges  related  to  the  buyout  and  sub- 
sequent public  offering.  Under  the 
new  tax  law  Sun  will  begin  paying 
corporate  income  taxes  in  1997. 

"Unless  we  perform,  we  get  noth- 
ing," says  Marshall.  "If  we  do  well, 
we're  going  to  make  a  hell  of  a  lot  of 
money."  And  show  the  way  to  surviv- 
al for  a  lot  of  other  businesses  in  these 
changing  times.  ■ 


Sun  Distributors  Chairman  Donald  Marsfjall 

Spending  half  the  year  visiting  towns  Wee  Alamosa,  Colo,  and  Ponca  City,  Okla. 
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^dlSouthis 

growing  by  design. 


BellSouth 's  telephone  operating 
companies,  Southern  Bell  and 
South  Central  Bell,  continue  to 
offer  new  products  and  services 
to  an  expanding  customer  base 
of  over  14  million. 

At  the  same  time,  BellSouth 
is  committed  to  developing  new 
businesses  that  are  a  natural 
outgrowth  of  BellSouth  'stele- 
corn-  i  ns  expertise 

On  January  1, 1986,  BellSouth 
•crises  was  formed.  Its 
purpose  To  direct  all  BellSouth 
sub1  i  ,es 

othei  one 

services 

Today  BellSoutl 
consists  of  three  g 
prising  a  rapid! 
berofcon  :   i 
ventures  throui 
and  around  the  a 


©1987.  BellSouth  Corporation 


A  Leader  In  Director) 
Advertising  And  Publishing 

The  companies  of  the 
BellSouth  Advertising  and 
Publishing  Group  include  the 
leading  publisher  of  traditional 
and  specialized  directories.  In 
addition,  these  vertically  inte- 
grated companies  offer  exper- 
tise in  advertising  sales,  compu- 
ter-based pre-press  production 
and  photocomposition,  graph- 
ics, printing  and  binding. 

Helping  Companies 
To  Manage  Information 

T  he  BellSouth  Communica- 
tions Systems  Group  markets 
products  and  services  that 
keep  BellSouth  m  the  forefront  of 
■  ^communications  indus- 
"roughouttheU.S.and 
oe.  the  Group  offers  a 


Clem  Pal  ion,  BellSouth  Enterprises  \'iee 
President  —  Planning  and  Development, 
outlines  some  areas  in  which  BellSouth  is 
developing  new  businesses  that  are  a 
natural  outgrowth  of  the  company's 
telecommunications  expertise. 


range  of  products  from  office 
automation  equipment  to  com- 
puter leasing  and  maintenance. 

Focus  On  The 
Booming  Cellular  Market 

The  companies  of  the  BellSouth 
Mobile  Systems/ International 
Group  focus  primarily  on  the 
rapidly  growing  mobile  telephone 
market.  Already  in  many  major 
American  cities,  they  are  quickly 
penetrating  markets  in  England, 
Western  Europe  and  Australia 

Intheyearstocome,  BellSouth 
Enterprises  will  continue  to  play 
an  important  role  in  BellSouth's 
commitment  to  maintain  high 
service  standards,  emphasize 
telecommunications,  and  pur- 
sue orderly  corporate  growth 

With  such  a  strategy,  its  no  won-  /"VOI  l~Tl 

derthefuturelookssoexcitmg.       BEzLLc)CJLJ  I  H 


Shaping  the  future  of  telecommunications. 


SOUTH  CENTRAL  BELL  •  SOUTHERN  BEU 
BELLSOUTH  SERVICES 

BELLSOUTH  ENTERPRISES 

COMMUNICATIONS  SYSTEMS  GROUP 

BellSouth  Advanced  Systems  *  BellSouth 

Government  Systems  •  BellSouth  Systems 

Technology  •  Dataserv  Inc  •  Universal 

Communication  Systems 

MOBILE  SYSTEMS/INTERNATIONAL  GROUP 

BellSouth  Mobility  •  BellSouth  International 

•  American  Cellular  Communications 

•  Link  Telecommunications 

ADVERTISING  ANO  PUBLISHING  GROUP 

BellSouth  Advertising  and  Publishing 

Corporation  •  L  M  Berry  and  Company  •     . 

BellSouth  Information  Systems  •  Stevens 

Graphics  •  TechSouth.  Inc 


Why,  in  the  name  of  reform,  does  Congress  burden  us  with  an 
ever  more  complicated  income  tax  system?  Because  complexity, 
while  inconvenient  to  the  general  public,  is  mighty  useful  to  the 
politicians  and  other  folk  who  owe  influence  and  affluence  to  it. 

One  man's  problem 
is  another's  opportunity 


B 


ET  YOU  CAN'T  TRACE 

the    connection    be- 
tween   these    three    seemingly 
events: 


By  Laura  Saunders  with  Jonathan  Clements 

random    tax 


1)  In  your  new  1040  tax  package,  the  mort- 
gage interest  deduction,  which  last  year  was  one  line,  is 
now  a  two-page  Form  8598  with  four  pages  of  instructions. 

2)  H&R  Block  is  one  of  the  few  Big  Board  companies  that 
have  rallied  back  close  to  their  precrash  price. 

3)  Representative  Dan  Rostenkowski  (D— 111.)  was  given 
expense-paid  trips  to  top-drawer  pro-am  golf  tourna- 
ments—Bob Hope-Chrysler,  USF&G  Charity  and  Helene 
Curtis-Kemper  Ladies. 


What  do  these  three  events 
have  in  common?  Tax  complex- 
ity. The  very  same  process  that  guarantees  you  tax-form 
nightmares  for  years  to  come  has  made  taxes  a  growth 
business  in  our  nation's  capital,  spawning  a  huge  industry 
of  lobbyists,  tax  lawyers,  CPAs  and  favor-dispensing  poli- 
ticians. Why  does  every  attempt  at  tax  simplification  end 
with  a  tax  code  more  tangled,  more  hair-splitting,  more 
tortuous  than  the  one  that  preceded  it?  There  is  no  con- 
spiracy here — alas,  conspiracies  are  relatively  easy  to  deal 
with.  It  is,  rather,  an  unstoppable  institutional  bias,  an 
addiction.  Every  complication  is  a  huge  benefit  to  at  least  a 
small  group,  enhances  the  importance  and  prestige  of 


Taxing  powers 


Representative  Dan 
Rostenkowski,  chairman.  House 
Ways  &  Means  Committee,  and 
Senator  Lloyd  Bentsen,  chairman, 
Senate  Finance  Committee 

Rostenkowski  gets  honoraria  for 
speeches  and  expense-paid  trips  to 
celebrity  golf  tournaments.  Bentsen 
abandoned  his  plan  to  charge  lobbyists 
$10,000  for  breakfast,  but  still  raises 
millions  in  campaign  contributions. 


<&. 


lllusirjtions  by  Gary  Hallgren 
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$  Thousands 
200 


i  increases 
al  of 
lawyers  and 
lie  accountants. 
y  have  been  sur- 
pnsed,  but  the  tax  establish- 
ment was  not,  at  the  length 
(1,811  pages)  of  the  1986  tax 
act.  Ah,  simplicity.  The  word 
appeared  on  the  cover  page  of 
the  President's  1985  tax  pro- 
posal. The  word  was  quietly 
removed  as  the  bill  worked 
its  way  through  committees 
and  became  a  tax  law.  There 
has  been  some  solemn  talk 
about  "simplifying"  by 
"eliminating  brackets."  But 
if  you  thought  that  meant 
you  could  do  your  own  tax 
return  this  year,  you  found 
out  otherwise  when  the 
forms  arrived. 

Simplification?  How  could 
Representative  James  Quil- 
len  (R-Tenn.)  face  the  voters 
if  he  couldn't  boast  of  intro- 
ducing a  special  bill  in  1987  to  give  a  new  refundable  tax 
credit  to  those  maintaining  households  that  include  an 
elderly  disabled  person  (and  another  bill  to  give  a  special 
new  dependent-care  deduction  for  people  who  volunteer 
for  certain  groups)?  Would  a  retired  tax  committee  senator 
get  $800,000  a  year  as  a  tax  lawyer  if  tax  law  were  simple? 
Would  Rostenkowski,  head  of  the  House  Ways  &  Means 


Money  talks 


Rosty's  fees  from  speeches — most  of  them  given 
to  charity — have  taken  off  since  he  became  House 
Ways  &  Means  chairman. 


'84  '85  '86 

Source  Clerk  of  the  House 


Committee,  get  all  those  golf 
dates? 

The  quest  for  simplicity 
doesn't  seem  to  worry  ac- 
countants. Says  Touche  Ross 
tax  expert  Gerald  Padwe, 
"When  young  people  ask  if 
it's  still  worth  studying  tax,  I 
tell  them  their  grandchildren 
will  go  to  college  on  the  fees 
they  earn  from  the  1986  taxi 
simplification." 

The  income  tax  code,  en-1 
acted  in  1913,  was  26  pages 
long.  Even  as  the  automobile 
industry  has  abandoned  the 
annual  model  change,  the  tax 
industry     has     adopted     it. 
There  have  been  five  major 
changes  since  1980.  The  code  I 
is  now  1,906  pages.  In  1937 
the     full-time     professional  I 
staff  of  the  congressional  tax 
committees  totaled  11.  Now  1 1; 
there  are  over  220  tax  staff- 
ers. They  find  plenty  to  do, 
and  one  result  is  that  taxpay- 
ers have  plenty  to  do  keeping  up. 

In  an  economy  threatened  by  giant  deficits,  layoffs  and 
protectionism,  the  tax  industry  is  probably  the  closest 
thing  to  recession-proof  there  is.  Indeed,  the  budget  deficit 
stokes  the  fire  for  the  tax  people.  Tax  increases  are  out,  tax 
fiddling  is  in.  One  provision  in  the  1987  tax  act  denies  the 
child-care  credit  for  overnight   camps.   (The  American 


Robert  Leonard,  chief  counsel. 
House  Ways  &  Means  Committee  (right),  and 
William  Wilkin s ,  majority  staff  director. 
Senate  Finance  Committee 

i  politically  and 
technically  skilled  lawyers  arc 
chief  architects  of  tax  code 
changes,  now  so  complex  that 
congressmen  don  t  fully 
know  what  they  are 
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damping  Association  hopes 
o  overturn  that  one.)  By  this 
imitation,  the  tax  writers 
/ill  increase  federal  reve- 
illes all  of  $106  million.  The 
hange  will  be  duly  noted  in 
.7  million  IRS  guides,  over  a 
nillion  Arthur  Young,  J.K. 
.asser  and  Sprouse's  tax 
uides,  at  least  three  high- 
>riced  loose-leaf  tax  services 
nd  the  special  advisory  let- 
er  that  Big  Eight  accounting 
irms  send  their  clients. 

Want  to  do  your  own  tax- 
s?  Turn  to  the  Arthur 
'oung  guide  to  the  latest  re- 
orm  act.  Let's  say  you're  a 
narried  dependent  claimed 
m  someone  else's  return, 
rhe  guide  informs  you  that  if 
'ou  are  65  or  older,  or  blind, 
hen  you  have  to  file  if  your 
arried  income  is  less  than 
1500  and  your  gross  income 
s  more  than  $1,100  ($1,700 
f  you  are  65  or  older  and 
>lind)  or  if  your  earned  income  is  between  $500  and 
!2,500  and  your  unearned  income  is  more  than  $600 
$1,200  if  65  and  blind)  or  if  your  earned  income  is  more 
han  $2,500  and  your  gross  income  is  more  than  $3,100 
$3,700  if  65  and  blind). 

If  you  are  like  most  people,  you  would,  at  that  point, 
;ive  up  entirely  on  the  idea  of  doing  your  own  taxes. 


Capitol  capital 


The  more  members  of  the  House  Ways  &  Means 
Committee  fiddle  with  the  tax  code,  the  more 
campaign  money  they  raise. 


'77-'78 


'79-'80 


Simplify  by  eliminating 
brackets?  Hah!  The  old  sys- 
tem, however  many  brackets 
it  had,  was  simple  to  use: 
You  pulled  three  numbers  off 
a  table.  Now  it  takes  an  alge- 
braic equation  to  describe 
upper  brackets.  Here's  the 
formula  for  the  33%  bracket 
for  joint  returns  starting  in 
1988: 

From  $71,900  to  X 
Tax  =  $16,26450  +  33% 
of  the  excess  of  taxable  income 
over  $71,900 

where 
X  =  $149,250  +  ($1,950 
x  28%  -*■  5%)  x  TV 

and 
N  =  the  number  of 
exemptions 

How  did  the  world  get  this 
way?  Some  people  blame  it 
all  on  stripper  Fanne  Foxe, 
whose  1974  leap  into  the 
Tidal  Basin  one  night  while 
stan  M'Paragraph.cs  on  a  date  with  Representa- 

tive Wilbur  Mills  ended  the  political  career  of  that  genu- 
inely benign  despot  of  the  House  Ways  &  Means  Commit- 
tee. Under  Mills,  tax  laws  passed  in  an  orderly  fashion,  and 
congressmen — Mills,  at  any  rate — knew  what  was  in  a  tax 
bill  before  passing  it.  Subsequent  "reforms"  increased  the 
committee  size  from  25  to  36  members,  and  power  was 
decentralized  through  a  series  of  subcommittees,  com- 


81-'82  '83-'84  '85-'86 

Source:  Federal  Election  Commission 


Lawrence  Gibbs,  commissioner, 
Internal  Revenue  Service 

The  amiable  IRS  chief  has  the  fearsome  task  of  extracting 
taxes  from  a  confused  and  reluctant  public.  A  torrent  of 
murky  tax  legislation  doesn't  make  the  job  any  easier. 
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oung  staffs  eager  to  do  things.  Now  only 
tly  what  is  in  the  legislation. 
way:  The  changing  of  the  guard  at  Ways  & 
.  opened  politicians'  eyes.  No  longer  is  the 
Internal  Revenue  Code  just  a  dry  and  dusty  corner  of  the 
statute  book.  It  has  become  a  cookie  jar,  full  of  good  things 
for  everybody  but  the  general  public,  a  profit  center  for 
politicians  and  tax  professionals.  After  all,  for  every  deduc- 
tion, exemption,  exclusion,  exception,  preference  and  per- 
centage depletion,  there  is  some  affected  taxpayer  who  can 
make  a  campaign  contribution. 

Donations  per  two-year  election  cycle  to  House  Ways  & 
Means  members  grew  from  $4.4  million  to  $17.7  million 
between  the  1977-78  and  1985-86  periods  (see  table,  p.  107). 
In  the  last  election  cycle,  committee  members  pulled  in  an 
average  $455,000  each,  $74,000  more  than  congressmen  in 
general.  At  the  Senate  Finance  Committee,  growth  is 
harder  to  plot  because  of  six-year  terms.  But  average  con- 
tributions per  member  for  1983-87  were  $2.5  million,  up 
33%  over  the  figure  for  the  prior  six  years.  And  that  leaves 
out  the  flood  expected  this  year. 

The  real  powerhouses  on  the  committees  do  far  better, 
of  course.  Ways  &  Means  Chairman  Rostenkowski  is  in  a 
position  to  help  maintain  the  full  deductibility  of  certain 
golf  tournaments — and,  perhaps  not  coincidentally,  gets 
invitations  to  them.  He  does  a  nice  business  in  speaking 
engagements  (see  table,  p.  106),  although  congressional 
rules  require  him  to  give  most  of  the  proceeds  to  charity. 
And  his  own  campaign  coffers  are  so  flush  ($904,000)  that, 
like  other  powerful  congressional  leaders,  he  has  set  up  a 
separate  political  action  committee  for  contributing  to 
other  campaigns. 

Public  outcry  forced  Senate  Finance  Committee  Chair- 
man Lloyd  Bentsen  (D-Tex.)  to  cancel  his  special  break- 


fasts costing  $10,000  per  lobbyist  last  year,  but  he  didn't 
need  to  worry.  Even  without  the  breakfast  dough,  Bentsen 
took  in  $3.8  million  in  donations  during  the  first  six 
months  of  1987.  That  was  more  than  three  times  as  much 
as  any  other  senator  up  for  reelection  in  1988,  according  to 
Washington  interest  group  Common  Cause. 

Is  this  corruption?  Not  at  all.  Simply  a  recognition  by 
business  people  that  congressmen  with  tax  influence  are 
important.  Are  the  congressmen  selling  their  favors?  Not 
necessarily.  Their  constituents  may  deserve  that  help;  the 
power  to  tax,  after  all,  is  the  power  to  destroy. 

But  congressmen  don't  really  understand  the  nuts  and 
bolts  of  the  tax  code.  So  to  whom  does  Congress  look  for 
guidance?  To  hundreds  of  young,  hardworking  lawyers 
who  are  building  a  career.  The  career  path  begins  at  about 
$40,000  shaping  new  laws  or  regulations;  it  can  end  with  a 
$400,000  partnership  explaining  these  same  laws  to  tax 
payers  and  trying  to  influence  more  legislation  concerning 
them.  John  (Buck)  Chapoton,  former  assistant  Treasury 
secretary  for  tax  policy,  leads  this  pack:  He  is  said  to  make 
$500,000  running  the  Washington  office  of  Houston's  Vin 
son  &  Elkins.  (Chapoton's  identical  twin  brother  Don  now 
holds  that  same  Treasury  post.) 

With  the  rewards  so  heavily  tilted  in  favor  of  the  private 
practitioners  rather  than  the  young  tax  writers,  the  top 
positions  turn  over  frequently.  Of  the  ten  most  powerful 
(nonelected)  tax  professionals  in  Washington,  nine  have 


O.  Donaldson  Chapoton, 

assistant  Treasury  secretary  for  tax  policy, 

and  John  (Buck)  Chapoton, 

former  assistant  secretary  for  tax  policy 

These  identical  twins 
revolve  between 


i 


government  arid 
prk  ate  sector.  Back 
earns  a  reported 
$500,000  managing 
a  Washington 
tan  office 
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Not  appreciated 
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Gingiss  Formal  Wear  President  Joel  Gingiss 

The  useful  life  of  a  depreciation  law  is  1.6  years. 


Why  does  Gingiss  Formal  Wear 
have  70  depreciation  ac- 
counts? Because  in  1986  Congress 
changed  its  mind  about  deprecia- 
tion— again.  And  probably  not  for 
the  last  time. 

Chicago-based  Gingiss  is  the 
largest  tuxedo  renter  in  the  U.S., 
with  sales  of  $8.5  million.  Until 
1986  Gingiss  depreciated  its  tuxes 
over  three  years,  which  is  about 
how  long  a  rented  tux  lasts.  Tax 
reform,  however,  has  inspired  Gin- 
giss to  track  wear  and  tear  on  each 
of  its  16,000  dinner  jackets  individ- 
ually. Why?  Because  under  the 
1986  tax  act  seven  years  is  the  use- 
ful life  of  rental  uniforms;  howev- 
er, most  tuxes  are  no  longer  rent- 
able well  before  then. 

So  now  each  tuxedo  has  a  bar 
code,  like  a  supermarket  soup  can. 
When  it  is  rented,  a  clerk  runs  it 
across  an  electronic  scanner.  At 
year-end,  the  computer  adds  up  the 
total  rentals  for  each  of  15  styles, 
then  divides  by  total  use.  On  one 
popular  new  Miami  Vice  dolphin- 
gray  tux,  for  example,  Gingiss  ex- 
pects a  life  of  30  rentals.  Last  year 
each  was  rented  an  average  of  13 
times.  So  for  1987  depreciation  on 
those  tuxes  was  43% .  There  will  be 


a  different  percentage  this  year  for 
those  same  tuxedoes,  and  yet  an- 
other series  of  percentages  for  iden- 
tical tuxedoes  purchased  in  1988, 
and  so  on. 

Accounting  firm  Grant  Thorn- 
ton spent  days  working  out  an  ac- 
ceptable depreciation  method  for 
the  company.  "It's  an  awfully  awk- 
ward way  to  operate,"  complains 
President  Joel  Gingiss. 

Since  1980  taxpayers  have  la- 
bored under  five  different  deprecia- 
tion regimes.  The  tax  life  of  certain 
real  property,  for  instance,  has 
jumped  from  a  typical  35  years  in 
1980  to  15  in  1981,  18  in  1982,  19 
in  1984  and  31 'A  in  1986.  It  appears 
that  the  useful  life  of  a  deprecia- 
tion law  is  1.6  years. 

The  old  rates  don't  die  as  each 
successive  Congress  comes  into  of- 
fice. They  survive  as  long  as  the 
owner  keeps  the  property.  Thus, 
today's  taxpayer  has  to  maintain, 
or  pay  someone  to  maintain,  a 
working  knowledge  of  five  depreci- 
ation systems.  No  deduction  is 
permitted  for  the  wear  and  tear  on 
taxpayers'  brains. 

The  1986  law  added  a  very  inter- 
esting mirror  to  this  house  of  hor- 
rors, by  extending  the  alternative 


minimum  tax  to  depreciation.  So 
now  there  are  three  separate  tax 
depreciation  formulas:  one  for  the 
regular  tax,  another  for  the  alterna- 
tive minimum  tax,  and  a  third  for 
"earnings  and  profits,"  an  obscure 
concept  peculiar  to  corporate  tax- 
ation. Don't  ask  why  there  are 
three  different  definitions  of  corpo- 
rate profits.  Now  here's  the 
scream:  The  corporation  cannot 
know  in  advance  which  of  those 
three  formulas  will  be  applicable, 
so  it  must  maintain  three  sets  of 
books  indefinitely  for  each  new 
piece  of  property. 

Says  Grant  Thornton  partner 
Thomas  Ochsenschlager:  "Even 
accountants  are  overwhelmed." 

A  simple  alternative  to  this  rat's 
nest  was  offered  in  a  1980  paper  by 
economists  Alan  Auerbach  and 
Dale  Jorgenson,  then  both  of  Har- 
vard: Allow  a  single  first-year  de- 
duction reflecting  the  present  val- 
ue of  future  depreciation.  The 
beauty  of  this  idea  is  that  Washing- 
ton politicians  could  change  depre- 
ciation rates  as  they  please  with- 
out causing  accounting  night- 
mares. Congress,  however, 
consigned  the  Auerbach-Jorgenson 
proposal  to  the  wastebasket.— J.C. 
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been  in  their  posts  two  years  or  less.  There  have  been  five 
assistant  secretaries  for  tax  policy  alone  since  1980,  an 
average  of  one  every  18  months.  All  but  one  have  stayed  in 
Washington,  and  he — Ron  Pearlman — is  coming  back  to 
head  the  Joint  Tax  Committee. 

The  former  tax  writers  and  researchers  sell  their  talents 
for  $200  to  $300  per  hour  and  up,  and  they  are  welcome  at 
the  rapidly  expanding  Washington  offices  of  law  and  ac- 
counting firms.  At  Peat  Marwick  Main,  the  national  tax 
group  in  D.C.  has  grown  from  2  to  40  in  just  10  years.  In 
really  special  cases — say,  a  piece  of  private  legislation  that 
benefits  just  one  company,  individual  or  group — "value 
billing"  is  the  norm.  Like  any  good  investment  banker,  the 
tax  expert,  in  effect,  gets  a  piece  of  the  bottom  line. 

Ex-congressmen  with  tax  credentials  also  do  well.  For- 
mer senator  Russell  Long  is  now  in  private  tax  practice  in 
Washington;  before  setting  up  on  his  own,  he  reportedly 
earned  $800,000  a  year  working  with  a  large  firm.  Wilbur 
Mills  is  active  in  the  Washington  office  of  Shea  &  Gould. 

Even  arcane  areas  of  the  tax  world  breed  affluent  experts. 
Revenue  estimates  are  now  crucial  to  whether  a  provision 
goes  through  or  not.  The  estimation  process  on  Capitol 
Hill  is  highly  political  and  subjective.  So  Price  Water- 
house,  Peat  Marwick  Main  and  others  have  hired  former 
revenue  estimators  who  can,  for  a  price,  come  up  with 
figures  to  compete  with  the  Joint  Tax  Committee  and 
Treasury  estimates,  new  estimates  that  bolster  a  client's 
case  for  or  against  a  tax  provision. 

Take  the  case  of  James  Albertine,  who  handles  govern- 
ment affairs  at  the  American  Society  of  Association  Exec- 
utives. The  group's  membership  consists  of  16,000  execu- 
tives from  nonprofit  organizations,  usually  trade  associa- 


tions and  professional  groups.  Five  years  ago,  he  says," 
had  no  legislative  agenda.  Now  we  have  two  full-time  ta 
lobbyists  and  a  budget  of  over  $500,000." 

What  happened  to  him  during  last  fall's  tax-cum-budge 
fight  has  parallels  all  over  town.  Says  Albertine:  "On  Oc 
13  the  Ways  &  Means  Committee  decided  to  tax  the  nt 
investment  income  of  501  (c)6  nonprofit  groups,  in  otht 
words,  our  members.  Eliminating  the  provision  was  su 
posed  to  bring  in  $120  million  in  revenues.  From  Oct.  ] 
until  Dec.  19,  90%  of  my  time  and  all  of  that  of  our  two  ta 
staffers  and  a  full-time  registered  lobbyist  was  spent  worl 
ing  nonstop  on  this  one  little  issue.  We  got  the  revenu 
estimate  down  to  a  more  realistic  $58  million,  and  final 
killed  it.  We  won,  but  think  of  the  cost:  Our  lobbyist  was 
senior  partner  earning  close  to  $300  an  hour." 

In  the  state  capitols  where  a  lot  of  Washington  legisl; 
tors  learned  their  trade,  they  call  this  process  "fetch- 
bills."  The  legislator  throws  into  the  hopper  a  proposal  t 
surcharge  some  industry  or  ruin  someone's  business  wit 
a  tax  change.  It  never  passes,  and  maybe  the  sponsor  nev< 
intended  it  to  pass,  but  it  sure  gets  people's  attention. 

Simplify  taxes?  The  whole  system  works  against  it. 

Albertine's  battle  pales  beside  the  1  2-year  squawk  ov< 
chicken  taxation.  It  was  proposed  in  1975  that  closely  hel 
poultry  packers  like  Arkansas-based  Tyson  Foods  be 
quired  to  switch  from  the  so-called  cash  method  of  a< 
counting  used  by  "family  farms"  to  the  far  less  advant 
geous  accrual  method  used  by  most  corporations.  The  b 
chicken  farmers  gathered  their  forces,  hiring  top-dollar  ta 
lobbyist  J.D.  Williams  of  Williams  &  Jensen.  The  batt 
raged  intermittently  until  last  fall,  when  the  poultry  firrr 
were  forced  to  change  to  accrual  accounting.  But  th 


J.D.  Williams, 

partner,  Williams  &  Jensen 

I'be  king  of  tax  lobbyists  is  famous  for  a  12-year  battle  H 
keep  a  break  for  u  valtby  poultrymen. 


no 
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Think  you  can  overcome  the  tax 
code's  complexity  with  the  as- 
sistance of  your  personal  comput- 
er? Here  are  a  few  points  to  consid- 
er before  spending  $60  to  $1,500  on 
software. 

PC  tax  software  falls  into  several 
categories.  Cheap  programs,  such 
as  ChipSoft's  TurboTax  and  Best 
Program's  PC/TaxCut,  sell  for  $60 
to  $100  and  are  geared  to  the  mass 
market.  Next  comes  a  middle  tier, 
popular  with  a  mix  of  individual 
taxpayers  and  accountants,  with 
programs  like  HowardSoft's  Tax 
Preparer,  which  lists  for  $295.  Fi- 
nally there  are  truly  professional 
packages  selling  for  $400  to  $1,500 
and  up  (Computer  Language  Re- 
search's MicroTax,  Micro  Vision's 
Tax  Relief),  used  almost  exclusive- 
ly by  accountants. 

Some  tax  software  experts,  like 
Professor  Harold  Gellis  of  New 
York  City's  York  College,  dismiss 
products  in  the  first  two  categories 


as  unreliable.  "They  are  not  thor- 
oughly interactive,  and  there  could 
be  errors,  especially  with  the  flow- 
through  from  federal  to  state  tax- 
able income,"  he  says. 

That's  too  extreme,  retorts  Fred- 
eric Shipley,  editor  of  the  Ameri- 
can Association  of  Individual  In- 
vestors' newsletter  Computerized 
Investing-.  "Our  readers  find  them 
useful,  especially  if  they  like  to  do 
tax  planning  and  extensive  'what 
if  calculations."  They  also  solve 
the  dread  problem  of  compound  er- 
rors: If  you  find  an  extra  dividend 
statement  just  as  you  are  about  to 
sign  your  return,  you  can  often 
make  a  simple  adjustment  and 
automatically  recalculate  instead 
of  having  to  recompute  most  of  the 
return  by  hand. 

One  thing  all  programs  have  in 
common  is  that  they  assume  a  fun- 
damental knowledge  of  the  tax 
code,  or  at  least  the  willingness  to 
learn.    "You   still   have   to   know 


what  a  wash  sale  or  a  passive  loss 
is,"  says  Laura  Lou  Meadows,  a  tax 
and  PC  expert  in  New  York  City. 
"They  aren't  designed  to  be  tax 
tutorials."  Several  come  with 
printed  tax  manuals  that  explain 
basic  code  provisions.  But  if  you 
don't  want  to  read  the  rules  deter- 
mining when  points  on  a  home 
mortgage  are  deductible,  a  program 
won't  help. 

Also  remember  that  Congress' 
yearly  tax  revisions  as  well  as 
changing  IRS  form  specifications 
limit  the  useful  life  of  tax  software. 
It's  already  clear,  for  example,  that 
next  year's  mortgage  deduction 
form  will  be  different  from  this 
year's.  So  you'll  either  have  to  buy 
a  new  package  every  year  or — in 
some  cases — pay  a  third  to  a  half  of 
list  price  for  annual  updates  of  your 
original  package.  And,  according  to 
an  IRS  spokesman,  you  won't  be 
able  to  file  electronically  from 
your  home  PC  "for  years." — L.S. 


Russell  Long, 

partner.  Long  Law  Firm 

The  former  chairman  of  the  Senate  Finance  Committee 
wheeled  and  dealed  inside  Congress  for  38  years.  Now  he 
wheels  and  deals  outside. 
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managed  to  escape  paying  $300  million  to  $500  million  of 
deferred  taxes  as  long  as  control  stays  in  one  family. 

How  much  did  the  epic  chicken  battle  cost?  Impossible  to 
say,  but  Tyson's  political  action  committee  alone  has 
contributed  $78, 300  to  congressional  campaigns  since  1983. 
Tyson  has  been  generous  with  free  flights  and  accommoda- 
tions for  Arkansas  Representative  Beryl  Anthony  and  Sena- 
tor David  Pryor.  Guess  who  made  sure  the  rule  that  saved 
Tyson  $140  million  in  taxes  went  through? 

Now  turn  to  Section  1317(33)(C)(i)of  the  1986  taxact  and 
read  this:  Proceedsofan  issue are described in  this  subparagraph 
if  such  issue  is  issued  on  behalf  of  a  university  established  by 
Charter  granted  by  King  George  11  of  England  on  October  31, 
1 754,  to  accomplish  a  refunding  < including  an  adi  <ance  refund- 
ing) of  bonds  issued  to  finance  1  or  more  projects 

Why  is  this  gobbledygook  a  law?  The  tax  code  limits  tax- 
exempt  financing,  but  exceptions  slip  in.  This  one,  to 
favor  bond  issues  by  Columbia  University,  was  pushed 


through  by  two  New  York  Democrats,  Representative! 
Charles  Rangel  and  Senator  Daniel  Patrick  Moynihan. 

The  tax  industry,  of  course,  extends  beyond  the  capital. 
Take  Commerce  Clearing  House,  a  Chicago  publisher  thatl 
opened  for  business  just  as  the  Internal  Revenue  Code  wasj 
enacted  in  1913.  With  brilliant  foresight,  it  made  its  tax 
reporter  a  loose-leaf  service,  able  to  accommodate  each| 
twist  and  turn  in  the  law  Commerce  Clearing  House's  18- 
volume  Standard  Federal  Tax  Reporter  ($  1 ,230  per  year)  nowl 
runs  to  36,000  pages.  The  company's  stock  is  up  900%  [ 
since  the  Tax  Reform  Act  of  1976,  and  the  firm  now  has  a| 
market  capitalization  of  $1  billion. 

For  a  tax  expert  to  applaud  complexity  in  the  tax  system,! 
of  course,  would  be  rather  like  a  surgeon  coming  out  inl 
favor  of  car  accidents.  So  every  tax  lawyer  and  tax  lobbyist! 
and  tax  committee  member — and  every  tax  reporter,  fori 
that  matter — deplores  the  burden  tax  complexity  imposes| 
on  society.  They  deplore  it  all  the  way  to  the  bank.  ■ 


The  Forbes  tax  survival  guide 


If  you  use  the  basis  for  determining  a 
gain  and  figure  a  loss,  and  then  use 
the  basis  for  determining  a  loss  and 
figure  a  gain,  you  will  /.kite  neither  a 
gain  nor  a  loss. 

—IRS  Publication  17, 
"Your  Federal  Income  Tax" 

If  you  can  make  sense  out  of  that 
mind-twister  from  the  IRS  lay- 
man's guide  to  taxes,  then  perhaps 
you  are  one  of  that  dwindling 
breed,  the  do-it-yourself  taxpayer. 
Doing  your  own  return  will  be  tor- 
ture this  year,  with  several  new 
forms,  but  you  will  save  an  accoun- 
tant's fee — which,  by  the  way,  is 
no  longer  deductible  for  most 
people. 

Save  how  much?  The  average 
H&R  Block  customer  will  spend  a 
little  less  than  $50  this  spring.  But 
upper-income  couples  with  even 
moderate  complications  can  spend 
a  lot  of  money.  Consider  this  hypo- 
thetical one:  They  have  $200,000 
of  income  from  two  salaries,  live  in 
New  Jersey  and  work  in  New  York 
City,  have  rented  their  out-of-state 
vacation  home,  have  two  children 
with  college  funds,  a  mortgage  refi- 
nancing and  an  assortment  of  mu- 
'  hind  trades.  As  many  as  eleven 
urns      ire     involved.     Douglas 
i  partner  in  Curchin  &  Co. 
ik,  N.I.  estimates  that 
:  run  about  $850,  up 

p  Joint;  your 
imperative  to 
simple 
■    eptagj 


in  value 


(that  will  spare  you  the  bizarre  rule 
about  gains  quoted  above).  Here 
are  some  more  suggestions  from 
tax  experts  on  how  to  avoid  tax- 
complicating  transactions.  Of 
course,  if  you  choose  to  simplify, 
you  will  lose  some  tax  benefits. 
Pick  your  poison. 

•  Don't  take  out  a  second  mort- 
gage. 

•  Don't  give  more  than  a  few 
thousand  dollars  of  currently  tax- 
able investments  to  children  under 
14.  Instead,  give  tax-free  municipal 
bonds  or  deferred-tax  Series  EE  sav- 
ings bonds.  And  if  your  child  under 
14  has  any  investment  income  at 
all,  sec  to  it  that  he  or  she  does  not 
top  $500  in  total  income,  including 
earned  income.  An  extra  $35  from 
baby-sitting  could  cause  havoc. 

•  Don't  put  aftertax  money  in  an 
IRA. 

•  Don't  borrow  money  to  make 
investments. 

•  Don't  make  charitable  contri- 
butions of  appreciated  property. 

•  Don't  claim  unreimbursed 
business  entertainment  expenses. 
If  your  employer  isn't  willing  to 
pay  for  the  dinner,  stay  home 

•  Before  you  spend  time  gather- 
ing the  extensive  records  required 
to  prove  a  casualty  or  theft  loss 
deduction,  remember  that  you  can 
deduct  the  loss  only  if  it  exceeds 
10%  of  your  adjusted  gross  income 
and  that  you  can  deduct  at  most 
the  original  cost  of  an  item.  If  the 
gold  watch  your  grandfather 
bought  in  1909  is  stolen,  forget 
about  it. 


•  Sell  your  tax  shelters.  Never 
buy  another  one.  Don't  buy  a  mas- 
ter limited  partnership. 

•  Don't  rent  your  vacation  home 
for  more  than  14  days  a  year.  Never 
buy  year-round  rental  property. 

•  Don't  take  depreciation  on  a 
car  used  partly  for  business. 

•  Don't  use  the  checking  feature 
of  a  mutual  fund  unless  it's  a  true 
money  market,  with  a  fixed  $1 -per- 
share  price.  Write  a  check  against 
an  intermediate-term  muni  fund 
and  you  will  run  into  unbelievable 
accounting  problems  involving 
wash  sales  and  a  new  antidividend- 
stripping  rule. 

•  Live  and  work  in  a  state  with 
no  income  tax  or  with  an  income 
tax  pegged  to  a  flat  percentage  of 
the  federal  tax.  If  this  is  not  possi- 
ble, avoid  living  in  one  state  and 
working  in  another.  New  York,  for 
example,  has  its  own  definition  of 
tax  preference  items  entirely  sepa- 
rate from  the  federal  definition.  Be- 
ginning in  tax  year  1988,  this  idio- 
syncrasy will  cost  even  nonresi- 
dents money.  A  Connecticut 
resident  who  has  a  piece  of  an  oil 
well  in  Texas  and  a  job  in  New 
York  will  have  to  pay  extra  tax  to 
New  York  on  account  of  the  differ- 
ence between  percentage  depletion 
and  cost  depletion. 

•  Don't  sell  property  in  install- 
ments. "This  is  the  nightmare  of 
nightmares,"  says  CPA  Stives. 

•  Avoid  lump  sum  distributions 
from  pension  plans.  If  you 
are  facing  one,  get  expert 
advice. — L.S. 
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IN  THE  IjOOKALIKE  WORLD 
C#  FINANCIAL  SERVICES,  ONE  STANDS  OUT 


Everywhere  you  look,  there's  another  one.  Another 
inancial  network.  Another  financial  service. 

Which  one's  for  you? 

Look  for  the  one  with  the  long  record— more  than  120  years 
:>f  financial  success. 


>WBIilf.-C\«ftTiVt)K? 


The  one  with  the  diversity  that  protects  against  adversity. 

The  one  who  knows  when  to  fund  ventures  and  when 
to  buy  Treasury  notes. 

The  one  that  America's  most  demanding  corporations 
count  on  for  pension  plans,  employee  benefits,  risk  management 
md  leadership  in  comprehensive  health  services. 

Look  for  The  Travelers. 

One  of  the  most  respected  financial  experts  in  the  world. 

The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford,  CT  06183. 


Thelravelersj 

You're  better  off  under  the  Umbrella ?M 


b  stay 

competitive 
your 

company 
must 
increase 
productivity 
at  least 
10%  a  year. 


'  |r 

©  1988  UNIS  ■ 

*• 

You  won't  meet  that  goal 
without  a  partner  who 
knows  your  business. 
And  that's  where  Unisys 
makes  a  difference. 
Our  people  have 
career  experience  in  a 
wide  range  of  businesses, 
from  banking  to 
manufacturing  to 
communications.  So 
when  you're  trying 
to  get  a  jump  on  the 
competition,  you'll 
be  working  with 
professionals  who 


have  done  it  before  in  a 
business  like  yours. 

Unisys  is  a  $10  bill, 
international  information 
systems  company 
committed  to  delivering 
integrated  hardware  and 
software  solutions  that 
work  with  your  existing 
systems.  This  means 
your  investment  dollars 
work  harder. 

But  that's  not  the  only 
difference  between  us 
and  the  competition. 

Unisys  is  the 
acknowledged  leader  in 
fourth-generation 


languages,  powerful  tools 
that  let  you  develop 
applications  faster  and 
manipulate  information 
more  easily  so  you  can 
react  more  quickly  to 
business  changes. 

The  result  is  better, 
more  actionable 
information  that  will  lead 
to  better  decisions.  And 
better  decisions  will 
keep  you  competitive. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 


power  of 


A  Forbes  editor  debates  doomster  Ravi  Ba- 
tra.  What  was  the  debate  like?  Ever  fry 
wrestling  with  a  greased  pig? 


Mr.  Infallible 


By  Peter  Brimelow 


So  here  at  last  is  Dr.  Ravi  Batra, 
blinking  bemusedly  and  clutch- 
ing his  bestseller,  The  Great  De- 
pression of  1990  (he  claims  600,000 
copies  in  print),  which  argues  that  the 
U.S.  is  doomed  to  relive  the  1930s. 
Investment  Seminars  Inc.  has  ar- 
ranged to  entertain  the  audience  at  its 
annual  Florida  conference  with  a  de- 
bate between  Batra  and  me.  1  approach 


Batra  with  some  caution.  After  all,  I 
did  describe  his  book  as  "awful,  ap- 
palling, terrible,  no  redeeming  fea- 
tures whatever"  ("Ravi  Batra's  phony 
baloney,"  Forbes,  Sept  7,  ll)H~).  Why 
has  he  agreed  to  meet  me  at  all? 

This  last  mystery  is  quickly  re- 
solved. Batra  greets  me  with  vague 
politeness  and  clearly  has  not  the 
faintest  idea  who  I  am,  although  I 
talked  to  him  at  length  by  phone  be- 
fore writing  my  review.  Of  course,  he 


Ravi  Batra  a\ 

"I  never  made  c,  .,.  stake  in  forecasting?  Not  to  my  knowledge. 
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must  have  dealt  with  a  surfeit  of  joi'j 
nalists — our  moderator,  Paul  Kangj 
the  financial  commentator  on  PE 
Nightly  Business  Report,  introducing  E 
tra,  says  that  he  gave  100  radio  inti 
views  in  the  first  six  months  after  h 
book  came  out.  But  Batra  also  seer 
to  have  a  distinct  gift  for  screenii 
out  criticism.  As  it  turns  out,  this 
quite  an  effective  debating  techniqu 

In  the  book,  Batra  asserts  that  hist 
ry  moves  in  grand  cycles,  driven  1 
the  competition  among  four  basic  h 
man  personality  types:  warriors,  i 
tellectuals,  "acquisitors"  and  labc 
ers.  The  U.S.  is  in  the  age  of  acquis 
tors,  characterized  by  overconce 
trations  of  wealth  that  trigger  depre 
sions  every  30  years.  Since  there  w. 
no  depression  in  the  1960s,  an  extr 
serious  one  will  occur  in  1990.  Tl- 
U.S.  will  then  pass  under  the  rule 
an  authoritarian  warrior  class. 

But  on  the  podium  Batra  goes  in 
none  of  this.  He  just  blames  ever 
thing  on  Ronald  Reagan.  Reagan 
responsible  for  the  budget  deficit,  tl 
trade  deficit,  for  tax  cuts  that  ha' 
allowed  wealth  to  concentrate  dai 
gerously  and  for  creating  false  pro 
penty  through  foreign  borrowing. 

It  may  seem  odd  to  blame  a  Pres 
dent  elected  in  1980  for  a  cataclys: 
that  Batra  claims  to  have  predicted  i 
1978  on  the  basis  of  cycles  extendir 
back  thousands  of  years.  Batra  ge 
around  this  by  saying  that  "nothing 
inevitable."  He  nevertheless  adds  th; 
the  1980s  are  an  exact  replay  of  tr 
1920s:  "Many  significant  events 
the  1920s  have  simply  repeated  then 
selves,  not  just  [approximately]  s 
decades  later,  but  actually  60  yea: 
later." 

Batra's  book  sales  benefited  in 
mensely  from  the  1987  market  eras 
But  ironically,  he  dismisses  the  Octc 
ber  crash  that  scared  many  into  reac 
ing  his  book.  He  thinks  the  bull  ma 
ket  will  resume  and  continue  to  1985 

It's  not  surprising  that  Batra  got  o 
well  with  the  100  radio  interviewer 
His  arguments  at  first  sight  feed  into 
conventional  liberal  wisdom  s 
strongly  established  that  people  hav 
difficulty  believing  the  numbers  don 
support  it.  I  point  out  that  federal  ta 
revenues  today,  despite  the  tax  cut 
are  around  the  same  share  of  gros 
national  product  as  they  were  in  198 
(about  20%);  that  the  budget  defici 
net  federal  debt  and  U.S.  foreign  boi 
rowing  are  not  exceptional  in  histon 
terms  or  by  comparison  with  othe 
industrialized  countries;  and  tha 
anyway,  these  arguments  were  use 
in  1 982  to  show  there  could  never  be 
recovery — and  look  what  happenec 
The  audience  just  goggles. 
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So  I  switch  gears.  "Enough  of  this 
j    tty   economic    quibbling,"    I    say. 
,et's  get  on  to  the  personal  abuse." 
reryone  laughs,  except  Batra,  but  ac- 
ally  this  is  a  difficult  dialectical 
oblem  for  me.   Batra's   continued 
aims   for   his   credentials   are   not 
erely  ludicrously  exaggerated  but 
>sitively  shameless  after  being  re- 
:atedly    debunked,     starting    with 
)rbes.  He  asserts  that  he  is  "one  of 
e  top  trade  theorists  in  the  world," 
hird  in  a  group  of  46  'superstars' 
lected  from  all  the  economists  at 
.S.  and  Canadian  universities  by  the 
amed    journal   Economic   Inquiry." 
ow  does  one  point  out  the  facts 
i  ithout  sounding  vicious? 
I  take  the  risk,  partly  because  I  find 
ie  P.R.  Sarkar  story  so  funny.  Batra 
f  ascribes  this  Indian  guru  in  his  book 
ut  not,  interestingly,  in  his  speech) 
;   his    intellectual    inspiration — "a 
ading  scholar  from  India,  who  has 
inched  the  literature  of  many  disci- 
Sines,  including  economics,  political 
,;ience,  poetry,  psychology,  linguis- 
l  ,cs,  art  and,  above  all,  spirituality."  I 
;  i  {plain  that  I  asked  Batra  about  this 
irkar  fellow  and  was  told  that  he  had 
founded  a  university." 
,  The  actual  Sarkar  story  is  quite  sor- 
. ,  id.  Sarkar  leads  a  Hindu  cult  called 
jjianda  Marga.  He  served  some  years 
fa  life  sentence  in  connection  with 
I  ie  murder  of  six  disciples  before  be- 
- ,ig  released  on  a  technicality.  His 
uroup  has  also  been  accused  of  arson, 
hild  abduction,  perversion,  hijacking 
,nd  international  terrorism. 
r    I  try  to  relate  this  to  Batra's  credibil- 
ity reproaching  him  plaintively  for 
,iisleading  an  innocent,  underpaid  fi- 
ancial    journalist.     The     audience 
lughs  again.  But  I  feel  a  slight  azure 
lint  taking  hold. 

In  his  reply,  Batra  totally  ignores 
,iy  Sarkar  sarcasm  and  most  every - 
hing  else.  But,  amazingly,  he  insists 
:hat  he  was  indeed  named  a  "super- 
tar"  by  Economic  Inquiry.  He  even 
ites  the  page. 

This  is  eerie— I  know,  and  Batra 

.  oust  know  that  I  know,  and  he  must 

::now  that  I  will  promptly  point  out, 

hat  Economic  Inquiry  does  not  select 

superstars."  All  that  appeared  on 

hat  page  was  an  article  about  which 

.  conomics    departments    published 

iow  many  learned  articles,  regardless 

if  quality,  with  no  names  mentioned. 

i  But  it's  no  more  eerie  than  Batra's 

epeated  claim  to  have  predicted  in 

lis  book,  and  to  be  the  only  forecaster 

o  have  predicted,  the  1987  crash.  I 

hallenge  him: 

Batra:  "Here  on  the  last  paragraph  on 
<ige  139  it  says  'the  stock  market  will 
ontinue  to  rise,  but  its  total  percentage 


gain' — mark  each  word — 'hut  its  total 
percentage  gain  by  the  end  of  1987  may 
not  be  as  strong  as  its  gain  in  1986.' 
Clearly,  the  warning  is  there. " 

It  is?  About  a  500-point  down  day? 
About  anything  other  than  a  year  that 
"may  not  be  as  strong"  as  1986 — one 
of  the  strongest  in  history? 

I  am  quite  unnerved  by  this  effron- 
tery. But  I  do  ask  about  press  reports 
quoting  Batra's  assertions  that  he  has 
never  made  a  wrong  forecast. 

Batra:  "I  never  made  a  mistake  in  fore- 
casts? Not  to  my  knowledge. "  (Laughter 
and  applause  from  the  audience.) 

I  wish  I  knew  about  that  laughter 
and  applause.  To  me,  anyone  who 


claims  infallibility  in  the  markets  is 
automatically  disqualifying  himself 
from  rational  discussion.  But  I  didn't 
sense  (although  others  disagree)  that 
the  audience  felt  that  way  at  all.  I 
think  they  were  delighted  to  find  a 
source  of  perfect  predictions. 

Batra's  book  is  indescribably  weak, 
an  astonishing  production  for  a 
trained  economist.  But  it  has  unmis- 
takably won  a  place  in  market  histo- 
ry. It's  like  being  in  Holland  during 
the  Tulip  Mania  and  trying  to  show 
that  tulip  bulbs  can't  possibly  be 
worth  what  they  are  selling  for.  Ex- 
cept that  a  tulip  bulb  would  at  least 
give  you  a  bloom.  ■ 


Nuclear  power  in  the  U.S.  is  dying.  It  prom- 
ises to  be  a  very  expensive  funeral. 

Caution: 

This  corpse 

is  radioactive 


By  Blare  Beanchamp 


T|  he  stubborn  political  refusal 
to  permit  the  Seabrook  nuclear 
plant  to  operate  and  the  result- 
ing bankruptcy  filing  of  Public  Ser- 
vice Co.  of  New  Hampshire  is  only 
the  latest  chapter  in  the  sorry  tale  of 
U.S.  bungling  in  nuclear  power.  Since 
1978  no  new  nuclear  plant  has  been 
ordered  in  the  U.S.,  and  more  than  70 
have  been  canceled. 

So  much  for  the  U.S.'  attempt  to 
free  itself  from  the  dangers  of  import- 
ed oil  by  developing  atomic  power. 

But  if  nuclear  power  is  dying  from  a 
combination  of  antinuclear  dema- 
goguery  and  industry  mismanage- 
ment, a  large  part  of  the  bill  remains 
to  be  paid.  This  involves  the  scrapping 
of  used-up  nuclear  reactors — known 
as  decommissioning  in  industry  ar- 
got. There  are  more  than  100  com- 
mercial nuclear  reactors  in  the  U.S. 
Even  if  their  lives  can  be  extended 
beyond  the  Nuclear  Regulatory  Com- 
mission's normal  30-year  licensing 
period,  the  commission  requires  that 
all  eventually  be  decommissioned — 
dismantled,  cut  up  and  their  radioac- 


tive parts  shipped  to  high-  and  low- 
level  nuclear  storage  sites. 

Which  means  that  the  bill  is  start- 
ing to  come  due.  Five  relatively  small 
commercial  reactors  are  already 
awaiting  decommissioning.  Another 
60-odd,  mostly  much  larger,  commer- 
cial plants  are  expected  to  cease  oper- 
ation by  2010.  The  cost?  Catch  this. 
In  current  dollars,  from  $100  million 
to  several  billion  per  reactor,  depend- 
ing on  whether  you  believe  the  nucle- 
ar industry  or  its  critics.  No  one 
knows  for  sure,  and  neither  side  is 
especially  believable:  The  antinukes 
haven't  hesitated  to  stoop  to  the  low- 
est forms  of  fear-mongering  to  defeat 
nuclear  power;  the  industry  itself  has 
a  terrible  record  for  estimating  costs 
accurately. 

Three  decades  into  the  age  of  nucle- 
ar power,  the  question  of  how  to  safe- 
ly and  economically  dispose  of  worn- 
out  reactors  and  their  radioactive 
waste  is  still  largely  unsettled.  Spent 
fuel  is  piling  up  at  reactor  sites  around 
the  country  for  want  of  a  federal  re- 
pository for  high-level  waste  (Forbes, 
Aug.  25,  1986]. 

The  most  likely  site  for  high-level 
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Pacific  Gas  &  Electrics  Diablo  Canyon  nuclear  plant 

How  much  will  it  cost  to  dismantle,  and  who  will  pay? 


dumping  is  Yucca  Mountain,  Nev 
But  it's  unlikely  to  be  ready  before  th 
turn  of  the  century.  Ominously,  a  De 
partment  of  Energy  pilot  storage  siti 
for  weapons-generated  nuclear  waste 
carved  in  a  salt  formation  2,000  fee 
beneath  the  desert  near  Carlsbad 
N.M.,  is  leaking  water,  and  scientist 
fear  it  may  be  unfit  to  permanently 
store  nuclear  waste. 

Who  will  pay  the  ultimate  bill 
Utility  customers  will  probably  picl 
up  most  of  the  tab.  But  consumerist 
and  antinukers  may  fight  to  stick  util 
ity  share-  and  bondholders  with  sorrn 
of  the  bill.  This  would  hurt  the  smal 
investors  who  own  utility  stocks  ani 
pensioners  whose  pensions  art, 
backed  by  utility  bonds. 

Only  in  recent  years  have  utilitiei 
started  collecting  money  for  decom 
missioning.  Pacific  Gas  &  Electri 
Co.,  for  example,  is  setting  aside  $5 
million  a  year  over  the  next  28  year: 
to  dismantle  its  two  1,100-megawat 
units  at  Diablo  Canyon,  on  a  remo 
section  of  the  Pacific  coast  midway 
between  Los  Angeles  and  San  Francis 
co.  California  regulators  permi 
PG&.E  to  pass  this  cost  on  to  its  cus 
tomers.  The  fund,  $579  million 
1985  dollars,  includes  a  50%  "contin 
gency  factor,"  mandated  by  the  Cali 
fornia  Public  Utilities  Commission 
should  decommissioning  costs  exceec 


'G&E's  estimates. 
Chicago-based  Commonwealth  Edi- 

on,  the  nation's  largest  nuclear  utili- 
'y,  estimates  it  will  cost  around  $2 

>illion  (in  1987  dollars)  to  decommis- 
:  ion  its  1 2  nuclear  plants,  or  an  average 
')f  $150  million  per  plant.  Recently 

evised  industry  estimates  for  decom- 
I  nissioning  range  from  $  1 50  million  to 

S300  million  (in  current  dollars)  for  a 

ypical  1,100-megawatt  reactor.  But 

emember  the  industry's  record  on  es- 

imating  nuclear  construction  costs. 

Utilities  have  adopted  two  general 
'unding  methods  to  pay  for  decom- 
missioning: internal  and  external 
'unds.  With  an  internal  fund,  money 
'-.ollected  from  rate  payers  is  credited 

o  a  reserve  but  is  available  for  general 
Corporate  purposes  prior  to  the  actual 
:  iismantling.  That  is  Commonwealth 
odison's  policy,  currently  under  re- 
view by  Illinois  regulators.  PG&E  has 
■jet  up  an  external  fund,  not  managed 

)y  the  company. 

The  nuclear  industry,  naturally,  is 
olaying  down  the  dimensions  of  the 
Problem.  Listen  to  Howard  Allen, 
Chairman  of  Southern  California  Edi- 
'>on,   which   operates   three   nuclear 

onits  at  San  Onofre,  Calif,  and  has  an 

merest  in  three  more  in  Arizona.  "As 
'»ve  get  more  [decommissioned  plants) 

jnder  our  belt,  it  will  be  as  easy  as 

auilding  cars." 


Maybe.  The  nation's  first  commer- 
cial nuclear  plant,  the  Shippingport 
Atomic  Power  Station,  on  the  Ohio 
River  25  miles  northwest  of  Pitts- 
burgh, is  now  being  decommissioned. 
The  72-megawatt  pressurized  water 
reactor,  operated  by  Pittsburgh's  Du- 
quesne  Light  Co.,  ran  for  only  25  years 
before  it  was  shut  down  in  October 
1982.  The  painstaking  decommis- 
sioning process  began  in  August  1984 

Three  decades  into  the  age 
of  nuclear  power,  the 
question  of  how  to  safely 
and  economically  dispose  of 
worn-out  reactors  and 
their  waste  is  largely 
unsettled. 

and,  if  it  stays  on  schedule,  won't  be 
complete  until  mid- 1990.  Cost: 
around  $100  million. 

But  that  is  for  a  plant  only  70%  the 
size  and  with  one-fifteenth  the  gener- 
ating capacity  of  the  average  commer- 
cial power  plant  today.  Just  as  impor- 
tant, standard  1,100-megawatt  boiling 
water  or  pressurized  water  reactors 
have  containment  vessels  (where  ra- 
dioactivity is  concentrated)  that  are 
larger  and  more  contaminated. 

The  Shippingport  reactor's  contain- 
ment vessel  will  be  plugged  with  con- 


crete and  the  870-ton  package  shipped 
intact  by  barge  via  the  Panama  Canal 
to  the  federal  government's  Hanford, 
Wash,  nuclear  reservation,  where  it 
will  be  buried.  The  containment  ves- 
sels of  larger  plants  will  most  likely 
have  to  be  cut  up  before  shipment — a 
costly,  arduous  and  potentially  dan- 
gerous job.  To  minimize  workers'  ex- 
posure to  radiation,  productivity  will 
be  unavoidably  low.  Doesn't  sound 
quite  as  easy  as  building  cars. 

Then  there  is  the  question  of  where 
to  put  the  radioactive  debris.  Current- 
ly there  are  only  three  sites  in  the  U.S. 
where  the  stuff  can  be  dumped — at 
Beatty,  Nev.,  Barnwell,  S.C.  and  Han- 
ford, Wash.  Space  is  at  a  premium: 
Reflecting  this,  waste  storage  costs 
have  risen  twentyfold  in  the  past  de- 
cade, to  $40  a  cubic  foot  in  some 
cases.  Until  new  sites  are  developed, 
the  cost  of  disposing  of  medium-level 
waste  will  continue  to  zoom,  making 
decommissioning  even  more  expen- 
sive and  costs  uncertain. 

Our  failure  to  develop  nuclear  and 
other  nonoil  power  sources  is  already 
a  national  disaster,  condemning  this 
country  to  dependence  on  hostile  re- 
gions for  our  basic  energy  needs — and 
exposing  the  country  to  danger  of  war. 
Add  now  the  certainty  of  our  incur- 
ring billions  in  sterile  spending  to 
undo  what  has  already  been  done.  ■ 
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If  you  ever  needed  another  indication  of  Navistar's  industry 
leadership  in  technology  and  design,  take  a  good  look  at  the 

-national®  9700. 

Not  only  is  it  the  most  aerodynamically  fuel  efficient  big 
truck  ever,  it  sets  new  standards  in  maneuverability  and  comfort. 

Proving  again  that  when  you're  out  to  serve  the  changing 
?eds  of  transportation,your  ideas  can't  just  be  in  your  head. 

TheyVe  got  to  be  on  the  road. 


from  NAVISTAR 

To  receive  a  copy  of  our  most  current  financial  report  write:  Navistar  Corporate  Communications 
19th  Floor.  401 N.  Michigan  Ave..  Chicago,  IL  6061 1 


Baltimore s  aggressive  MNC  Financial  has  we£™Kfrec<M  such  doubts 

mOre  than  tripled  itS  aSSetS  SinCe  1981  and  seem  excessive  Its  credit  card  charge 

-*  ,  ,  j  offs  (1.87%  in  1987)  have  run  arounc 

looks  ready  to  join  the  superregionals. 


Today  Washington, 
tomorrow... 


By  Janet  Novack 


Back  in  1981  Alan  P.  Hobhtzell 
Jr.  was  49,  the  chief  executive 
of  $4  billion  (assets)  Maryland 
National  Bank,  and  not  ready  for  re- 
tirement. Federal  constraints  on  the 
banking  business  were  loosening,  and 
with  interstate  banking  looming, 
Hobhtzell  decided  he  had  five  years  to 
turn  the  Baltimore  bank  into  a  player 
in  the  new  game. 

Today  MNC  Financial 
Inc.,  as  it  now  calls  itself, 
has  $16.7  billion  in  assets 
and  is  poised,  with  one  big 
bite  into  Virginia  or  Penn- 
sylvania, to  join  the  ranks 
of  the  superregionals.  Al- 
most unnoticed,  MNC  is 
already  the  largest  bank 
headquartered  in  Maryland 
and  in  the  Baltimore- Wash- 
ington corridor.  In  the 
Washington  area  its  tough- 
est competitor  is  $21.2  bil- 
lion (assets)  Norfolk,  Va.- 
based  Sovran  Financial 
Corp.,  which  dominates 
northern  Virginia  and  has 
snapped  up  Maryland  and 
D.C.  banks. 

Is  MNC  itself  a  takeover 
candidate?  Not  impossible, 
but  unlikely  For  now,  in 
any  case,  MNC  plans  to  do 
the  buying.  Last  March  it 
gobbled  up  American  Secu- 

billion  (assetsl  D.C. 
mm     large     loan 
:w  MNC's  chair- 
.ii;ain.  Says 
11    chairman  of 
president  ol 
MN;  ith      .  \  ear  or 

so  we  \  to  do  some- 

thing "   '•  j  artner 

Willi 
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MNC's  ambition  has  caused  con- 
cern on  Wall  Street  that  it  may  be  too 
willing  to  accept  heavy  per-share 
earnings  dilution  for  big  league  status. 
The  acquisition  of  American  Security 
Bank  for  MNC  stock  diluted  earnings 
per  share  by  10%.  But  half  that  dilu- 
tion has  already  been  recovered  by  the 
combination  of  data  processing  and 
operations  centers.  With  American 
Security  on  the  rebound,  the  deal  now 
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MNC's  Alan  P  HobUtzellJr  (left)  with  William  H  Daigerjt 
Geographically  well  positioned. 


looks  smart 

Doubters  also  worry  about  the  re- 
cent  growth  of  MNC's  credit  card  re- 
ceivables (average  daily  outstandings 
in  1.>k7  were  $2  billion,  up  39%  from 
19861  and  whether  bad-debt  card 
charge-offs  will  spurt  if  a  recession 
sets  in.  Both  concerns  help  explain 
why  MNC's  stock  has  traded  at  a 
low    narrowing)   discount   to   other 


around 
half  the  national  average.  MNC 
earned  a  more  than  respectable  1% 
return  on  assets  and  16.6%  return  on 
equity  in  1987.  Analysts  figure  per- 
share  earnings  will  increase  from 
$5.00  in  1987  to  $5.60  to  $6.00  this 
year.  Recently  MNC  has  been  trading 
around  41,  compared  with  a  52-week 
high  of  49  Vk  and  a  low  of  SO3/*. 

Should  a  recession  hit,  MNC  is  geo 
graphically  well  positioned.  The 
booming  Washington-Baltimore  cor- 
ridor is  full  of  federal  bureaucrats,  a 
traditionally  recession-resistant  lot. 
Hobhtzell's  1988  target:  15% -plus  as 
set  growth  before  acquisitions. 

Mistakes?  Of  course.  In  1983  MNC, 
pushing  too  hard  too  far  from  home, 
had  to  write  off  $8  million  lent  to  a 
Chicago  gasoline  wholesaler  whose 
tanks  were  empty  of  his  supposed  col- 
lateral. A  fake  sleeve  in  the  tanks 
fooled  MNC's  dipsticks.  The  disap- 
pearing oil  episode  "told  us  we  had 
gotten  lax  in  monitoring  collateral 
We  had  grown  the  company  too  fast," 
says  William  H.  Daiger  Jr.,  vice  chair 
man  of  MNC  and  president  of  Mary- 
land National  Bank 

In  any  case,  asset-based 
lending,  while  still  impor- 
tant,  is  no  longer  at  the 
heart   of  MNC's   strategy 
Back  in  1981  Hobhtzell  set 
two  goals:  to  become  domi 
nant  in  Maryland  to  prepare 
for  the  invading  hordes  and 
to     develop     markets     in 
which  MNC  could  compete 
nationally.   In    18   months) 
the  bank  opened  45  mini 
branches     (an     ATM    and 
three  tellers  in  a  leased  fa 
cility),  most  in  the  prosper 
ous  Washington  suburbs.  F 
also  homed  in  on  the  com 
mercial    middle    market — 
businesses  with  $2  million 
to    $50    million    in   sales. 
Hobhtzell  figured  the  New 
York     behemoths     would 
never  invest  enough  man- 
power to  steal  these  bread 
and-butter  clients. 

Meanwhile,     the     bank 

moved  its  credit  card  operations  tc 
Delaware,  infuriating  Maryland  polit- 
icos  but  escaping  their  credit  card  in- 
terest rate  caps.  From  Delaware  it 
built  a  national  market  by  striking 
deals  to  solicit  the  membership  of  af 
fluent  "affinity"  groups  such  as  col 
lege  alumni  societies  and  organiza 
tions  of  dentists,  teachers  and  airline 
pilots. 
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The  Master  of 


What  business  needs  is  a  copier 
hat  works.  And  works.  And  works. 

That's  why  we  call  the  Toshiba 
5D-9110  the  Master  of  Business 
Administration. 

It's  built  with  all  the  reliability 
Toshiba  is  known  for— to  help 
nake  the  administration  of  your 
>usiness  just  as  simple  as  possible. 

You  see,  every  project  just  seems 
o  go  smoother  with  the  BD-9110. 

Naturally,  it  has  all  the  features 
routi  expect  on  a  55  -  copy  -  per  - 
ninute  console.  Features  designed 


to  make  even  the  biggest,  most  com- 
plex copying  job  easier. 

Such  as  2500-sheet,  large  capac- 
ity feeder.  Automatic  two-sided 
copying.  Recirculating  document 
feeder.  Automatic  controlled  expo- 
sure. Image  editing  Zoom  reduc- 
tion and  enlargement.  Edge  erase. 
Dual  page  copying.  Margin  shift. 
Even  an  optional  25-bin  sorter. 

And  surprisingly  enough,  you 
get  all  these  features  in  far  less 
space  than  you  probably  thought 
possible. 

In  Touch  with  Tomorrow 

TOSHIBA 


So  get  a  Toshiba  BD-9110, 
the  MBA. 

You'll  find  it  an  education  in 
just  how  reliable  and  productive  a 
copier  can  really  be. 

Educate  yourself.  frb37isI 

I  Get  more  information  (in  the  Toshiba  BD-9110  Cop- 
I  ier.  Call  1-800-443-4668  or  mail  in  this  coupon. 

Toshiba  America.  Inc. 
I  9740  Irvine  Boulevard.  Irvine.  CA  92718 

| Name 

|  Company 

I  Address 

I  City 

[phone  i 


.  State . 


.  Zip. 


Sixty  years  ago, 

this  lovely  tropical  island 

charmed  the  vanderbilts. 

In  1925,  William  Vanderbilt  built  a  splendid  winter  estate  on 
Fisher  Island,  three  miles  offshore  of  iMiami.  Sixty  years 
later,  it  has  been  transformed  into  the  worlds  finest  private 
club  community.  Fisher  Island  once  charmed  the  Vanderbilts. 
It's  even  better  today. 

Fisher  Island,  Seven  Fisher  Island  Drive,  Fisher  Island, 
Florida  33109.  (305)  535-6071.  Toll-free  (800)  624-3251. 


(  riSIIKRISIAM)  ) 


Vanderbilt  Estate  and  Oceanfront  Guest  Villa  Accommodations  available  from  $300  to  $1000  per  night,  double  occupancy. 
Luxury  resident  e»  pnc  I'd  from  $335,000.  Complete  offering  terms  are  in  an  offering  plan  available  from  the  sponsor. 
This  is  not  .in  offering  to  New  Jersey  residents. 


This  marketing  ploy  has  become 
the  latest  credit  card  fad.  Heavy- 
weight banks  are  crowding  the  turf 
and  stretching  the  term  "affinity 
group"  almost  beyond  recognition. 
Citibank,  for  instance,  is  pushing  a 
National  Football  League  card  embla- 
zoned with  the  helmet  of  a  fan's  favor- 
ite team.  The  bait:  six  months'  free 
membership  and  NFL  bags,  jackets 
and  footballs. 

Yet  MNC  seems  unfazed.  In  the  last 
18  months  it  has  doubled  its  affinity 
stable  from  350  to  700  groups.  (That's 
out  of  1,100  groups  it  has  identified 
and  contacted  that  meet  its  income 
and  other  standards.)  MNC  now  has 
2.6  million  card  accounts,  including 
1.4  million  Gold  MasterCard  ac- 
counts, making  it  the  nation's  leading 
Gold  MasterCard  issuer  and  third- 
largest  MasterCard  issuer  overall. 

Competition,  inevitably,  has 
squeezed  margins.  Credit  card  net 
margins,  once  as  high  as  400  basis 
points,  could  slip  to  250  basis  points 


MNC  has  shown  a  knack  for 
novel  financings.  In  the 
fourth  quarter  of  1987  MNC 
sold  $57  million  of  Latin 
American  debt  for  78  cents 
on  the  dollar. 


this  year.  MNC's  credit  card  receiv- 
ables will  grow  20%  or  more  this  year, 
but  Hoblitzell  notes  that  MNC  can 
keep  its  loan  portfolio  (now  26%  re- 
tail) in  balance  by  bundling  up  credit 
card  receivables  and  selling  them  as 
securities  to  other  banks  and  to  inves- 
tors such  as  insurance  companies. 
MNC  sold  $500  million  in  receivables 
in  December  and  continues  to  service 
them  at  a  nice  profit. 

Indeed,  MNC  has  a  knack  for  novel 
financings.  In  the  fourth  quarter  of 
1987  it  sold  $57  million  of  Latin 
American  debt  for  78  cents  on  the 
dollar  (vs.  the  50  cents  or  so  others 
have  been  getting).  The  sales  left  the 
banking  company  with  Latin  Ameri- 
can debt  of  $175  million  and  a  reserve 
to  cover  it  of  $72  million,  or  41%. 

How  did  MNC  get  so  much  for  its 
loans,  and  from  whom?  The  usually 
talkative  bank  is  mum.  Why?  It's  try- 
ing to  peddle  the  method  to  other 
banks.  Says  Hoblitzell:  "We've  had 
brokers  all  over  us.  We've  had  invest- 
ment bankers  all  over  us  [asking  ques- 
tions). But  to  describe  it  simply  and- 
up  front  doesn't  give  us  an  opportuni- 
ty to  sell  the  product." 

As  Hoblitzell  figured  out  in  1981,  in 
a  fast-moving  world  there's  nothing 
like  being  entrenched  in  a  business 
before  the  crowds  arrive.  ■ 
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Merchandising  lithographs  and  silkscreens  stretching  from  soho  to 

*    .        /*      j  t  ■.  *  prices  tor  their  works  rangi 

the  way  his  jather  merchandises  stocks, 


McArt 


Maui.  The 
prices  tor  ttieir  works  range  from  $300 
to  $100,000,  and  most  stores  offer  en- 
ticements   like    monthly    payment 

Meyer  Blinders  son  Martin  Blinder  is  fast  plans  or  one-year  trade-in  policies. 
becoming  the  king  of  mass  market  art.         tinMmmdeLrTamedS  tZTlusmZ 

from  his  father,  Meyer  Blinder,  of  the 
penny  stock  firm  Blinder,  Robinson  &. 
Co.,  which  has  repeatedly  come  under 
attack  by  the  Securities  &.  Exchange 
Commission  for  securities  fraud 
(Forbes,  Apr.  20,  1987).  Indeed,  it  was 
Blinder,  Robinson  that  underwrote 
the  chain's  $1.5  million  initial  public 
offering  in  1984. 

Like  Blinder,  Robinson,  Martin 
Lawrence  trains  its  salesmen  to  use 
high-pressure  sales  pitches.  Show- 
room works  of  art  boast  prominently 
displayed  prices  and  monthly  pay- 
ment plans,  financed  by  General  Elec- 
tric Credit  Corp.  at  20%  down  and 
20%  interest. 

But  how  can  you  mass  market  fine 
art,  which  is,  by  definition,  scarce? 
No  problem.  Modern  graphic  art  tech- 
niques can  produce  a  high-quality 
print  for  $100  or  so  in  quantities  of 
300  or  more.  Then  there  are  struggling 


By  Matthew  Sen  if  ri  n 


NOT    MANY    MERCHANTS     enjoy 
the  kind  of  profits  Martin  Law- 
rence   Limited    Editions    rou- 
tinely earns.  On  sales  of  $23  million 
or  so  in  1987,  his  22  stores  should  net 
about  $3.3  million  after  taxes,  in  addi- 
tion to  paying  the  40-year-old  Blinder 
around  $300,000  in  salary 
and  bonus.  That's  a  net 
profit  margin  of  14%,  bet- 
ter than  IBM's. 

What  does  Blinder  sell? 
He  describes  the  mer- 
chandise as  fine  art,  but 
the  typical  Martin  Law- 
rence gallery  has  more  the 
feel  of  Miami  Vice  than 
that  of  a  museum.  Martin 
Lawrence  markets  litho- 
graphs and  other  "limited 
edition"  graphics  done  by 
currently  hot  artists  with 
catchy  styles.  He  sells  as 
many  as  500  copies  of  a 
piece.  Andy  Warhol,  Sal- 
vador Dali,  Marc  Chagall, 
Joan  Miro,  R.C.  Gorman 
and  Peter  Max — all  are 
popular  among  the  doc- 
tors, lawyers  and  young 
executive  strivers  who  pa- 
tronize his  galleries.  The 
firm's  artworks  also  get 
marketing  oomph  by  serv- 
ing as  prizes  on  television 

shows  such  as  Wheel  of    

Fortune  and  Let's  Make  a  Deal. 

Martin  Lawrence's  salesmen  know 
how  to  work  the  customers.  "Are  you 
in  the  business?  It  looks  like  you 
know  your  stuff,"  says  one  suavely 
suited  salesman  at  the  Manhattan 
store,  which  is  expensively  situated 
on  West  Broadway  in  Soho.  "This  is 
our  newest  edition,  $1,250  or  20% 
down  and  $45  per  month.  If  you  like 


it,  what  the  hell,  grab  it."  The  Forbes 
reporter  is  being  urged  to  grab  today's 
special  offering,  a  new  edition  of  505 
identical  flowery  serigraphs  entitled 
"Thoughts  on  a  Happy  Ending."  The 
sales  pitch  includes  a  videotape  of  the 
becoming  blonde  responsible  for  their 
creation. 
Welcome  to  the  new  wave  of  mass 


Jim  Mendenhall 


A  Martin  Laurence  gallery  at  a  mall  in  southern  California 
Today's  special:  a  "limited  edition"  silicscreen. 


marketing  expensive  paper  to  hang  on 
your  walls.  Martin  Lawrence — with 
galleries  open  seven  days  a  week — is 
the  field's  most  aggressive  player,  but 
other  similar  chains  are  also  booming. 
Martin  Lawrence  and  the  two  other 
publicly  traded  gallery  chains — Chi- 
cago-based Circle  Fine  Art  Corp.  and 
New  York-based  Dyansen  Corp. — op- 
erate    some     60     branch     galleries 


artists,  many  of  them  middle-grade 
talents  unable  to  earn  recognition 
among  independent  dealers  and  con- 
noisseurs, who  clamor  for  a  chance  to 
sell  their  works  to  the  chains.  Or 
there  are  old-timers  like  Erte,  who  has 
produced  in  his  95  years  literally 
thousands  of  drawings  and  sculptures 
that  can  be  reproduced  and  marketed. 
Typically,    the    chains    deal    with 
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HOW  10  SCREEN 
FOR  THE  BEST  LIFE  INSURANCE  COMPANY! 


Company 
Listing  £> 


Aaa 
Rating 


Rating  by 
Industry 


Customer 
Satisfaction 


MassMutual       TpTraasamenca 

ILa  THE  HARTFORD  ltf»3 
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TheTravefersT 

^  W  EXECUTIVE  UFE 

The  New  England  /]||St3tG  THEEQUITABLE 


LIFE  INSURANCE  COMPANIES 


Company                 Aaa 
Listing                  Rating  1* 
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Industry            Satisfaction 

Northwestern 
Mutual  Lite* 

&\  Metropolitan  Life 

MassMutual 

1  CIGNA  1 

The  Prudential® 

Aaa  RATED  COMPANIES 


Company 
Listing 


Aaa 

Rating 


Rating  by 
Industry 


Custom* 

SatistactKxl  < 


ISfeflSftt 


tern 


\  CUSTOMER  SATISFACTION 


Life  insurance  is  a  long-term  proposi- 
tion, so  be  sure  to  select  a  company  that's 
rated  triple-A  (most  secure)  by  Moody's 
Investors  Service,  the  most  respected 
financial  rating  authority. . . 


That  narrows  it  down  to  just  seven 
companies.  Now  find  the  company  with 
the  most  satisfied  policyowners— the 
one  people  stay  with  year  after  year. . . 


Here  Moody's  ranks  Northwestern 
Mutual  Life  Number  One  alone. 

No  matter  how  you  screen  it— by 
dividend  performance,  most  knowledge- 
able agents,  reputation  or  whatever— 
Northwestern  Mutual  Life  comes  out 
on  top.  And  we're  quietly  working  hard 
to  stay  there. 

So  you  can  call  one  of  our  agents 
with  complete  confidence  that  you're 
getting  the  best. 


The  Quirt  Gxr|\ir iy« 


0191 


Life  Insurance  Co..  Milwaukei    HI 
I  .  .-tin  Reports  and  Lapse  Ratio  Study 


such  artists  on  an  exclusive  basis:  If 
you  paint  for  a  chain  like  Circle  or 
Martin  Lawrence,  you  paint  for  no 
one  else.  Ten  or  12  paintings  might 
eventually  inspire  5,000  or  more 
I  "limited  edition"  lithographs,  each 
selling  for  $l,000-plus  through  the 
network's  various  branches.  Not  bad: 
$5  million  in  revenues  from  a  dozen 
original  works — before  expenses,  of 
course.  From  this  the  artist  doesn't 
often  get  rich,  but  he  gets  a  fairly 
steady  income,  maybe  $50,000  or  so  a 
year.  The  rest  goes  for  the  gallery's 
considerable  expenses  and  for  those 
nice,  fat  profit  margins. 

In  the  last  ten  years  Baltimore  real- 
ist Douglas  Hofmann  has  produced 
some  100  oil  paintings,  2  limited  edi- 
tions of  jewelry  and  14  lithographs  in 
editions  of  300  each  for  Circle.  That's 
around  6,000  separate  salable  items 
for  Circle's  30  galleries. 

How  can  you  mass  market 
fine  art,  which  is,  by 
definition,  scarce?  No 
problem.  Modern  graphic  art 
techniques  can  produce  a 
quality  print  for  $100  in 
quantities  of  300  or  more. 

What  are  Hofmann's  pieces  worth? 
Sotheby's  and  the  other  auction 
houses  have  never  heard  of  Hofmann, 
and  there  isn't  much  of  a  secondary 
market  for  his  work. 

Dyansen  Corp.,  founded  by  ex-in- 
vestment banker  Harris  Shapiro,  has 
made  a  mint  on  the  highly  stylized 
sculptures  of  art  deco  old-timer  Erte. 
This  Russian-born  artist  has  been  un- 
der exclusive  contract  to  the  chain  for 
his  sculpture  for  the  last  seven  years. 
Last  year  Dyansen  paid  Erte  $750,000 
because  his  works  accounted  for  40% 
of  its  $25  million  in  sales.  Dyansen's 
future  is  now  clouded  because  last 
April  Erte  terminated  his  exclusive 
relationship  with  the  chain. 

Is  there  a  resale  market  for  this 
mass-produced  art?  Sort  of.  Shapiro 
says  Erte's  works  have  "appreciated" 
considerably  in  recent  years:  A  limit- 
ed edition  sculpture,  Diva,  which  re- 
tailed initially  for  $4,500  in  1984,  now 
sells  for  $15,000  in  Dyansen  outlets. 
But  Dyansen,  like  the  other  chains, 
will  pay  only  60%  or  less  of  the  cur- 
rent retail  price  to  buy  back  any  of  its 
artworks  already  on  the  market — and 
'then  only  if  the  original  limited  edi- 
tion inventory  is  sold  out. 

Moral:  If  you  like  the  stuff  and  can 

I  afford  it,  go  ahead  and  hang  it  on  your 

i  wall.  But  don't  kid  yourself  that  you 

have  an  investment.  It's  the  gallery 

owner  who  has  one.  ■ 
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A  Tradition  Of  Service 


Right  in  the  heart  of  Houston's  financial  and  theatre  district 
with  the  kind  of  personal  service,  warmth  and  charm  that 
only  a  93-room  hotel  can  provide.  Complimentary  limousine 
downtown,  full  health  club  facilities.  And,  most  of  all,  a  staff 
dedicated  to  your  personal  service.  So  you  can  keep  your  mind 
on  business. 


ILANCASTER 


701  Texas  Avenue,  Houston.  Texas  77002  •  7131228-9500  •  8001231-0336  •  Telex  790-506 
Member:  Small  Luxury  Hotels...  A  Lancaster  Group  Hotel 
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Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum 

recruiting  performance. 


CJI 


MANAGEMENT 
RECRUITERS' 

The  search  and  recruiting  specialists  SM 
350  offices  nationwide 
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Capital  Markets  and  the 

Deutsche  Bank  Group.  Resources  that 

get  the  job  done. 


It  means  employing,  or  creating, 
the  most  efficient  financing  instru- 
ment. It  requires  direct  placement 
capability  in  every  important  cur- 
rency, as  well  as  a  worldwide 
network  that  can  distribute  even 
the  largest  issues.  Finally,  it 
demands  a  demonstrated  com- 
mitment to  maintaining  a  liquid 
and  price-competitive  secondary 
market. 

The  Deutsche  Bank  Group  is  a 
leading  force  in  the  international 


capital  market,  because  time  and 
time  again,  we  apply  whatever 
resources  we  need  to  get  the  job 
done.  In  fact,  last  year  our  clients 
relied  on  us  to  lead-manage  euro- 
issues  valued  at  over  US  $  8.4  bn. 

For  capital  markets  financings, 
as  well  as  other  investment  and 
commercial  banking  services,  con- 
sider using  one  of  the  world's  lead- 
ing banks. 

Contact  the  Deutsche  Bank 
Group  office  nearest  you. 


Deutsche  Bank 


Deutsche  Bank  Capital  Corporation 
(Investment  Banking) 
40  Wail  Street,  New  York.  NY  10005 
Tel.:  (212)  612-06  00 


Deutsche  Bank  AG 

New  York  Branch  (Commercial  Banking) 
9  West  57th  Street.  New  York.  NY  10019- 
Tel.:  (212)940-80  00 
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hat  was  rougher  on  investors  than  stocks 
last  vear?  Answer:  new  issues,  where  the 
investing  public  dropped  a  cool  $3  billion. 

And  it's  still 

pretty  crazy 

out  there 


By  Richard  L.  Stern 
and  Charles  M.  Bartlett  Jr. 

It's  no  surprise  that  the  October 
crash  humbled  the  new-issues 
market.  Only  eight  new  issues  at 
$1  or  more  per  share  were  sold  in 
January.  Issues  that  came  out  earlier 
took  a  beating.  Only  102  of  the  574 
issues  that  went  public  last  year  at  $1 
or  more  were,  by  year-end,  trading 
above  their  offering  prices,  according 
to  Forbes'  new-issues  database. 
Those  574  issues  raised  $13.9  billion, 
but  their  total  market  value  at  year- 
end  was  only  $10.8  billion,  handing 


investors  a  22.3%  decline,  compared 
with  a  2.03%  gain  in  the  S&P  500. 

Even  before  the  crash,  1987  shaped 
up  as  a  mediocre  year  for  new  issues. 
Counting  penny  stocks,  the  market 
raised  $14.1  billion  in  768  new  issues, 
compared  with  the  1986  record  year, 
when  the  market  raised  $21.8  billion 
in  929  new  issues.  (An  interesting  ex- 
ception was  the  strength  in  new 
closed-end  investment  companies. 
Thirty-four  new  closed-end  mutual 
funds  raised  $9.7  billion,  compared 
with  1986's  previous  record,  when  26 
closed-ends  raised  $4  billion.  But  this, 
too,  was  before  the  crash.) 


Biggest  IPO  underwriters 


Here  are  the  top  investment  bank- 
er money  raisers  (based  on  their 
roles  as  the  lead  underwriters). 


Rank     Underwriter 


Money 
raised 
(mil) 


1        Goldman,  Sachs 


$2,430 


Shearson  Lehman 


1,410 


Drexel  Burnham  Lambert 


1,250 


4       Merrill  Lynch 


1,094 


Salomon  Brothers 


1,085 


6       Morgan  Stanley 


594 


Alex  Brown  &  Sons 


550 


8       First  Boston 


410 


9       Donaldson,  Luf kin  &  Jenrette        381 


Steinberg  &  Lyman's  new  issues 


An  investment  of  $100  in  each  of  these  new  issues,  since 

1985  lint; 

1,  $1,500), 

was  worth  $1,217.18  by  yea 

r's  end. 

Company/business 

Oiler 
date 

Offer 

price 

Ottering 
P/E 

Prices  as  of- 

9/J0/87          11/5/87 

12/31/87 

Current 
P/E 

Current  , ' 
value  of 
$100 

112/31/87) 

Aca  )oe  Eastern '/apparel  stuns 

1 1   2 

$625 

125  0 

$0.53 

$0  28 

ncg 

$4.48 

Axlon/toys 

8/21/K6 

900 

ncg 

2  38 

1  (X) 

(I  13 

neg 

1.44 

Cabot  Medical  medical  products 

1/1 7  B6 

208 

13.0 

2  31 

1  58 

2.06 

172 

99.04 

Chase  Medical  family  medical  care 

7/23/87 

525 

15  0 

7  13 

4  13 

600 

125 

114  30 

Computer  Tdephonc/telecommunications 

(87 

M  9 

I  63 

1  IK) 

1  88 

neg 

34.  IK 

Control  Rtsources2/.iir  filtration  systems 

s    I    s  i 

26  3 

14  50 

8  25 

6  50 

ncg 

26000 

( riricaic  Systems  medical  products 

5  22/87 

Is    1 

9  00 

10.00 

5  <K 

16  8 

10249 

i  .sii'm  Environmental  environmental  sms 

s   1  1/87 

19.6 

9  50 

5  50 

5  00 

13  2 

62  50 

General  Sciences  technical  development 

\    1  <   S(- 

500 

35.7 

10  00 

925 

1  1  50 

44  2 

230(H) 

Petie  Systems   lai      ommunications 

4|.\> 

6  00 

14  1 

\  50 

$.00 

2  50 

ncg 

41.68 

Pinch  or  Found'  i  andy  stores 

S(, 

ncg 

0.13 

NA 

NA 

NA 

o 

ProtocomDevices/computei  equipment 

neg 

0  04 

NA 

0.25 

neg 

12  02       , 

i  lull4  computer  services 

11/12/86 

3.13 

14  9 

8  7S 

7  50 

2  50 

ncg 

79  85    / 

Mdari  'food 

t    -   - 

1  25 

11  4 

1  65 

150 

1  50 

30  0 

1 20  00  [ 

1    Ki-M'JI,  '                               |    .c  .Ml  h 

!  j.o 

:  (K) 

0  75 

1 1  69 

34  4 

55.20  V 

Mink 

■pin    i 

iled  leu  I  hap 

cill    H 

fl  il    ..IK 

stock  spin 

1 1  M\x~     NA 

\ut  availabli 

. 

FORBtS,  MARCH  7.  1988 


The  best  performers  of  1987 

Below,  the  15  best-performing  new  issues  of  1987  and 
the  15  worst,  based  on  actual  performance  through 

Dec.  31.  We  have  not  counted  issues  that  raised  less 
than  $5  million  when  they  were  brought  public. 

Company/business 

Offer 
price* 

Recent 
price 

Offer 
value 

Imil) 

Offer 
date 

% 

actual 

Underwriters 

gain 

relative  to 
S&P  500 

Quadrax/fiber  composites 

$1.67 

$2.75 

$5.0 

7/7/87 

64.7% 

104.9% 

DH  Blair 

Fastenal/fasteners 

9.00 

14.75 

9.0 

K' 20/8 7 

639 

122.1 

Robert  W  Baird 

Calgon  Carbon/activated  carbon 

22.00 

34.50 

770 

6/2/87 

56.8 

83.1 

Shearson  Lehman 
First  Boston 

Carlton  Comm/electronics 

16.50 

24.50 

75.9 

1/29/87 

48.5 

64.8 

Shearson  Lehman 

Intl  Telechatge/tel  oper  assist 

8.00 

11.88 

136 

6/5/87 

48.4 

76.3 

Morgan  Olmstead  Kennedy 

Topps/chewing  gum  prods 

13.00 

19.25 

22.1 

5/21/87 

48.1 

67.9 

Goldman,  Sachs 
Alex  Brown  &  Sons 

Southstate  Bank/S&L 

11.00 

16.25 

25.3 

4/22/87 

47.7 

71.7 

Self 

British  Airways/airline 

19.07 

28  00 

120.1 

2/11/87 

46.8 

64.9 

Salomon  Brothers 

Goldman,  Sachs;  Prudential-Bache 

Amre/home  improvement  prods 

8.00 

11.50 

20.8 

2/26/87 

43.8 

64.6 

EF  Hutton 

Cash  Amer  Investmts/pawnshops 

10.00 

14.25 

14.6 

1/29/87 

42.5 

58.2 

Eppler  Guerin  &.  Turner 

Angio-Medical/pharmaceuticals 

6.00 

8.50 

10.0 

4/29/87 

41.7 

63.2 

Keane  Securities 

Clean  Harbors/waste  cleanup 

9.00 

12.75 

9.0 

11/24/87 

41.7 

41.3 

Robertson  Colman  Stephens 

Fst  FSB  Marianna  FL/S&L 

7.50 

10.50 

5.0 

4/15/87 

40.0 

61.2 

Self 

Peoples  Federal/S&L 

10.00 

13.75 

11.0 

7/7/87 

37.5 

71.1 

Self 

Specialty  Equip/food  svc  equip 

12.00 

16.50 

31.0 

7/2/87 

37.5 

70.1 

First  Boston;  Bear,  Stearns 
Prudential-Bache 

The  worst  performers  of  1987 

•  Company/business 

Offer 
price* 

Recent 
price 

Offer 
value 

Imil) 

Offer 
date 

%  In" 

Underwriters 

actual 

relative  to 
S&P  500 

Fisher  Transport/trucking 

$6.00 

$0.44 

S6.6 

4/15/87 

-92.7% 

-91.6% 

Laidlaw  Adams  &  Peck 

Antonovich  CI  A/furs 

9.63 

1.88 

7.2 

3/31/87 

-80.5 

-77.0 

Evans 

•  Cleopatra  Kohlique/cosmetics 

2.50 

0.50 

7.0 

2/11/87 

-80.0 

-77.5 

DH  Blair 

Bermuda  Star  Line/cruise  line 

6.00 

1.25 

5.8 

2/3/87 

-79.2 

-76.7 

Drexel  Burnham  Lambert 

LJ  Simone/shoe  manufacturer 

■8.75 

2.00 

6.3 

6/3/87 

-77.1 

-72.9 

Tucker  Anthony  &  RL  Day 

Rise  Technology /elec  publish  eq 

6.00 

1.38 

6.6 

.   3/31/87 

-77.1 

-72.9 

McKinley  Allsopp 

Intellicall/telephone  equip 

14.00 

3.25 

25.2 

8/25/87 

-76.8 

-68.4 

Rauscher  Pierce  Refsnes 

National  Imaging/CT  scanning  equip 

5.50 

1.38 

5.7 

5/20/87 

-75.0 

-71.9 

First  United  Securities 

Spectramed  medical  products 

11.00 

2.88 

40.0 

6/19/87 

-73.9 

-67.5 

Alex  Brown  &  Sons 
PaineWebber 

Alpharel/document  imaging  sys 

11.00 

3.00 

22.0 

6/4/87 

-72.7 

-67.4 

Merrill  Lynch 

Elexis/electronics  . 

7.00 

2.00 

7.0 

2/27/87 

-71.4 

-67.1 

Advest 

First  Equity  Corp  of  FL 

Xeta/telephone  acct  systems 

7.00 

2.00 

5.6 

6/17/87 

-71.4 

-64.8 

Eppler  Guerin  &  Turner 

Cognos/computer  software 

16.00 

4.63 

27.0 

7/1/87 

-71.1 

-64.6 

Alex  Brown  &  Sons 
Robertson  Colman  Stephens 

Presto  Tek/beverage  machine  design 

5.50 

1.63 

5.5 

1/28/87 

-70.5 

-67.1 

McKinley  Allsopp 

Fashion  Channel/jewelry 

10.50 

3.13 

21.0 

10/2/87 

-70.2 

-60.5 

RG  Dickinson 
Hanifen  Imhoff 

'Per  common  share:  adjusted  for  spins 
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Sea  Horse. 


DETROIT. 

■.  Mi  •  CLEVELAND 

.PITTSBURGH 
FORTWAITNE 

WASHINGTON 


ust  how  seaworthy 
'  can  a  railroad  be? 

Shippers  know. 

They've  seen  The 
Thoroughbred  cover 
the  waterfront. 

From  New  Orleans  to  Norfolk,  all  the 
ocean  ports  Norfolk  Southern  serves  are 
deep,  ice-free  gateways  to  important  in- 
dustrial and  population  centers.  Hard- 
working facilities  make  containerized, 
bulk  or  break-bulk  shipping  easy. 


sonviue  Thoroughbred  Ser- 

vice sees  that  every- 
thing— from  storage 
systems  to  inter- 
modal  coordination 
—  is  shipshape. 
Working  with  customers,  Norfolk 
Southern  keeps  finding  new  ways  to  make 
importing  and  exporting  quicker,  more 
economical,  more  trouble-free.  That's  why, 
when  shippers  head  for  the  high  seas,  this 
is  the  horse  they're  aboard. 


NORFOLK 
SOUTHERN 


Whose  new  issues  did  best?  The 
table  below  ranks  the  performance  of 
investment  bankers  by  the  percentage 
of  their  new  issues  that  outperformed 
the  S&P  500.  Goldman,  Sachs,  which 
raised  more  new-issues  money  ($2.43 
billion)  in  1987  than  any  other  invest- 
ment banker,  also  was  number  one  in 
performance — which      isn't      saying 
much,  considering  that  its  stocks  lost 
money  on  an  overall  basis.  Why  did 
Goldman,  Sachs  lose  less  than  the 

competition?   Better   quality,    essen- 
tially. Top  of  its  list  was  Topps,  the 
chewing  gum  company,  the  $120.1 
million  British  Airways,  followed  by 
Conrail's  $1.5  billion  debut,  plus  Hi- 
mont,  a  polypropylene  maker. 

The  crash,  of  course,  hurt  not  only  a 
lot  of  new  issues  but  also  several  new- 
issues  underwriters.  One  of  the  hot- 
test, pre-Black  Monday,  was  Steinberg 
&  Lyman,  which  left  the  business  af- 
ter the  market  collapsed.  The  hottest 

new  issue  on  Forbes'  tally  during  t    s 
first  three  quarters  of  last  year  w 
Steinberg  &  Lyman's  Criticare.  As  j 
Nov.  5,  even  after  the  crash,  it  was 
$10,  up  90.5%  over  its  offering  pric 
S&L    departed    from    the    brokera 
business  soon  after,  and  by  year-er 
Criticare,   bereft  of  strong  sponsc 
ship,  had  fallen  close  to  its  origir. 
price  of  $5.25.  Is  there  a  lesson  hei 
Should  investors  have  known  Cri 
care  was  overpriced  at  $10?  You  bi  1 


How  the  investment  banks  performed 

Investment  bankers  with  at  least  five  new  issues      of  their  IPOs  that  outperformed  the  S&P  500.  We 
brought  to  market  in  1987  are  ranked  by  the  percentage      include  only  issues  of  at  least  $5  million. 

Rank 

Underwriter" 

— Average  performance —             — %  of  issues  with  gains— ■ 
Number  of                                      relative  to                                       relative  to 
issues                  actual                S&P  500                actual                S&P  500 

1 

Goldman,  Sachs 

21                       -12.8% 

4.6%                    24% 

57% 

2 

Morgan  Stanley 

11                      -23.1 

-6.0                          9 

55 

3 

Interstate  Securities 

6                      -16.1 

0.4                       33 

50 

4 

First  Boston 

14                         -7.7 

8.9                       29 

50 

5 

Montgomery  Securities 

10                       -24.7 

-11.9                       20 

50 

6 

Alex  Brown  &  Sons 

34                       -18.1 

-2.7                       26 

47 

7 

Salomon  Brothers 

17                       -17.4 

1.4                        18 

47 

8 

Bear,  Stearns 

11                       -19.9 

-1.5                        27 

45 

9 

Robertson  Colnian  Stephens 

11                       -20.6 

-6.2                        18 

45 

10 

William  Blair 

7                        -22.8 

-5.0                       29 

43 

11 

Dean  Witter  Reynolds 

8                        -25.8 

-11.1                        13 

38 

12 

Shearson  Lehman 

30                       -27.9 

-13.2                        10 

37 

13 

Advest 

1 1                        -30.6 

-15.4                        18 

36 

14 

Smith  Barney 

14                        -32.0 

-17.6 

36 

15 

EF  Hutton 

12                       -22.7 

-8.4                        17 

33 

16 

Robinson-Humphreyt 

12                      -28.9 

-15.3                        17 

33 

17 

Blunt  Ellis  &  Loewi 

6                        -28.7 

-13.0                        17 

33 

18 

Drexel  Burnham  Lambert 

34                        -32.6 

16.8                           9 

29 

19 

Prudential-Bache 

14                        -18.6 

-2.3                        29 

29 

20 

Hambrecht  &  Quist 

7                       -34.7 

-21.6                        14 

29 

21 

Merrill  Lynch 

34                       -29.2 

-13.8                        12 

26 

22 

Donaldson,  Lufkin  &  Jenrette 

8                        -32.5 

-18.3                        13 

25 

23 

LF  Rothschild 

9                       -33.9 

-21  1                          0 

22 

24 

PaineWebber 

14                         -387 

-260                         0 

21 

Kidder,  Peabody 

16                       -39.5 

-26.6                          6 

19 

26 

Boettchei 

6                       -36.8 

-220                         0 

17 

27 

Cow  en 

5                        -39.9 

-27.6                         0 

0 

28 

Mckinley  Allsopp 

5                        -56.4 

-47.5                         0 

0 

29 

•i  her  Pierce  Ret- 

5                       -60.6 

-50.2                         0 

0 

*Thr                                                     »ie  receive  equal  credli  tor  th.it  Issue  la  Pomes  rankings     tDMaion  of  Shearson  Lehman 

'< isriiiiw  for  Economic  Research.  IDD  Infomuirn  m  sen  ion  R  iLslme  Associates.  Tridetu  Securities;  OTC  Stock  Journq. 
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GET  IT  OUT  OF  OUR  SYSTEM 

THE  FORD  AUTHORIZED  LEASING  SYSTEM. 


Leasing  through  your  local  Ford  Autho- 
;d  Leasing  System  (FALS)  Dealer  is  a  smart 
/  to  get  yourself  into  a  new  Ford  car  or  light 
;k.  The  advantages  are  clear:  Most  of  the 
sing  contracts  offered  by  your  local  FALS 
iler  require  little  advance  payment.  And 
h  a  lease  you  pay  only  for  the  portion  of  the 
dele's  life  you  use  during  the  term  of  the 
ltract.  What  could  be  simpler? 

le-stop  leasing. 

Working  out  the  details  of  a  lease  is  only 
beginning  of  what  your  FALS  Dealer  can 
for  you.  You  may,  in  a  single  stop,  also  be 
e  to  take  care  of  the  taxes,  insurance,  even 
d-service  coverage  on  your  new  Ford.  FALS 
kes  leasing  a  convenient,  complete  one-stop 
3ration. 

rvice. 

Ford  Extended  Service  Plans  are  yet  another 
imple  of  the  comprehensiveness  of  R\LS 
sing.  Any  time  you  lease  through  a  FALS 
aler,  you  could  qualify  for  the  peace  of  mind 
it  ESP  brings.  Like  Ford  ESP  Plus,™  a  plan 
it  covers  thousands  of  parts-even  high-tech 
nponents-for  up  to  six  years  with  unlimited 
leage  and  only  a  $25 .00  deductible.  Ask  your 
LS  Dealer  for  complete  ESP  details. 


Quality  Ford  cars  and  trucks. 

Your  FALS  Dealer  has  a  big  advantage  his 
competitors  don't  have.  He  leases  quality 
Ford  cars  and  trucks.  The  1988  Ford  Taurus  is 
a  case  in  point.  Taurus  was  intended  from  the 
start  to  compete  with  the  best  European  and 
Japanese  cars  in  its  class.  And  a  "best  in  class" 
philosophy  has  produced  one  of  the  finest  cars 
in  America,  recognized  for  its  excellence  in 
automotive  design.  Visit  your  FALS  Dealer  and 
check  out  all  your  options.  Then  lease  through 
him-easily  and  quickly. 

Best-built  American  cars. . . 
seven  years  running. 

For  the  past  seven  consecutive  years,  Ford 
quality  has  led  all  other  American  car 
companies.  That's  based  on  an  average  of 
owner-reported  problems  in  a  series  of  surveys 
of  '81-'87  models  designed  and  built  in 
North  America. 


FORD 


ORD  TAURUS 


Buckle  up-Together  we  can  save  lives. 


disk  drive. 


Vroom;  vroom.  Purr7  purrrrrrr. 

Oh7  no!  A  pothole. 

If  your  company  is  a  driving  force  in  business;  and 
if  you;re  considering  updating  your  information  system; 
youVe  probably  run  into  the  usual  bumps  and  holes— from 
unimaginative  technology  to  wildly  fanciful  prices. 

May  we  point  out  what  many  leaders  in  the 
automotive  industry  have  found? 

To  really  make  the  most  of  information  and 
tel  ui   i  cations,  all  roads  lead  to  NYNEX. 

That's  why  five  of  the  top  banks  that  provide 
autom<  inancing  use  NYNEX.  Not  to  mention  a  slick 

sampling         e  major  oil  companies. 

Recently  we  even  gave  one  of  these  giants  a  comput: 
graphics  system  that  helps  them  pinpoint  the  most  promising 


lldayfora 


ces  to  drill  for  oil.  Now;  that;s  refined. 

The  NYNEX  family  of  companies  would  like  to  work 
>th  you;  too.  Besides  the  advanced  network  services  offered  by 
I  w  England  Telephone  and  New  York  Telephone;  we  have 
iie  companies  across  the  nation  in  information  and  office 
;tems;  business  services;  software  and  publishing. 

Call  us  at  1  800  535-1535.  We  think  we  can  show  you 
it  the  answer  is  NYNEX  pretty  fast. 

In  fact,  we;ll  soon  have  your  data  moving  at  thousands 
miles  per  second.  Highway  or  city. 

THE  ANSWER  IS 

NYNEX 

INFORMATION  SYSTEMS  •  TELECOMMUNICATIONS  •  SOFTWARE 

PUBLISHING  •  BUSINESS  SERVICES 


<^* 


iDERAL*- 
AUTHORITIES 


Check  your  local  listing 
for  station  and  time. 


TU  L' 

Mclaughlin 

GROUP     Robert  Novak.  Morton  KondrackcJackGermond.  And,  of  course, 
John  McLaughlin.  They're  well-informed  journalists  on  the  Washington  scene 
Andevery  week  on  "The  McLaughlin  Group"  the\  provide  riveting  commentary 
on  issues  of  national  importance 

So  if  you're  interested  in  what  the  news  means,  tune  in  to  this 
informative,  yet  feisty,  political  talk  show.  And  listen  to  the  voices  of  authority. 

Made  possible  by  a  grant  from  GE. 

We  bring  good  things  to  life. 


"New  York 

It's  not  just  where  I  work, 

it's  where  I  belong" 

The  energy  of  New  York,  the  pate,  the  excitement.  You  want 
to  be  in  New  York,  but  running  a  business  here  can  be  tough. 

Con  Edison  understands.  So  we  developed  Project  Appleseed. 
If  you  start,  relocate  or  expand  your  business  in  certain  areas  <>f 
New  York  City  and  Westchester  County,  you  could  be  eligible  for 
reductions  of  up  to  30%  on  your  electric  bills  and  21%  on  your 
gas  bills. 

And  \(  hi  <  ould  qualify  f<  u  further  electric  and  gas  savings 
through  N<  Citysow    Energy  Cost  Savings  Program. 

I.  Because  we  want  your  business.  Here. 
rk.  For  more  information,  call  John  Manakat 

vrite  to  him  at  Con  Edison,  Area  Development, 
Hi  irk, 


1003 


PROJECT 
APPLESEED 


THE  ENERGY  OF  NEW  YORK 


Its  price/earnings  ratio  at  that  poij 
was  a  wildly  lofty  33.3.  Which 
course  does  not  even  come  close 
the  bloated  multiples  some  new  i 
sues  achieve. 

Among  S&L's  offerings,  Aca  J< 
Eastern  wins  some  kind  of  prize, 
came  out  in  November  1985  at  $6.2 
with  a  P/E  of  125.  By  the  end  of  1987 
was  trading  at  28  cents.  A  $100  ii 
vestment  would  have  been  wort 
$4.48.  Should  you  be  suspicious 
another  S&L  offering,  Control  Ri 
sources?  At  year-end  this  compan 
was  losing  money  in  its  asbestc 
cleanup  business  but  was  trading  ; 
$6.50,  $4  more  than  its  offering  pric 
two  years  ago.  What  do  you  think? 

You'd  have  thought  Oct.  19  migl 
have  brought  a  bit  more  sanity  to  th 
market  for  new  issues.  It  brougl 
some,  but  plenty  of  craziness  n 
mains.  Last  year's  best-performi 
new  issue,  for  example,  Quadrax,  wj 
a  company  trying  to  develop  a  the 
moplastic  fiber  for  the  aerospace  ii 
dustry.  Though  there  were  no  ean 
ings  and  no  product  to  market, 
shares  were  up  64%  for  the  year. 

The  worst  new  issue  of  1987  v/i 
underwritten  by  Laidlaw  Adams  t 
Peck:  Fisher  Transportation  Service 
an  Arkansas-based  trucking  compan) 
Its  stock  price  fell  almost  93%,  fror 
$6  to  44  cents  per  share  after  it  waj 
discovered  that  the  company  had  mi? 
stated  its  financials. 

Second  worst  was  Antonovich,  Inc| 
a  fur  retailer  that  left  investors  out  ii 
the  cold  when  spiraling  expansion 
costs  resulted  in  increased  losses 
This  collapsed  the  stock  price  by  80°/l 
of  the  offering.  The  brothers  Antonq 
vich— Daniel  and  David,  chairmajj 
and  president,  respectively — we  has 
ten  to  add,  managed  to  keep  warn 
amid  their  company's  debacle.  The 
had  sold  250,000  shares  as  part  of  th 
offering,  reaping  a  hot  $2.2  million. 

With  news  like  this,  prospects  forth' 
new-issues  market  this  year  are  dis 
mal .  Which  may  be  bad  news  for  undei 
writers  but  is  probably  good  news  fo 
investors,  who  by  and  large  do  badly 
whether  the  new-issues  market  is  go 
ing  up,  down  or  sideways.  ■ 
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BOARD  ROC 


The  Home 
Of  The  Brave. 


The  Board  Room. 

An  extremely  sensitive 
)t  these  days. 

Several  corporations  have 
;n  their  outside  directors  resign 
masse. 

Many  other  companies  are 
fering  an  exodus  of  directors 
10  no  longer  will  risk  serving 
outside  boards. 

And  the  list  of  organiza- 
ns  having  difficulty  attracting 
)  board  talent  is  mounting  daily. 

The  situation  is  growing 
tical  for  corporations  grappling 
th  tough  issues  such  as  asset 
deployment,  restructuring,  and 
I  covers.  At  a  moment  when 
hy  urgently  need  experienced 
manpower,  they  are  losing  it. 

What  is  worrying  the 


executives  who  steer  America's 
corporations? 

The  very  same  thing  that's 
unnerving  their  insurers:  lawsuits. 

Available  data  suggest  that 
the  number  of  companies  experi- 
encing claims  against  directors 
has  doubled  in  the  last  decade. 

Not  unexpectedly,  insur- 
ance for  directors  and  officers, 
once  a  common  commodity,  has 
become  very  scarce  and  very 
expensive.  Many  corporations 
have  been  forced  to  "go  bare." 

The  directors'  insurance 
dilemma  echoes  the  medical 
malpractice  insurance  crisis, 
where  a  barrage  of  lawsuits  and 
rocketing  premiums  are  sending 
shock  waves  through  the  entire 
medical  profession. 


INSURANCE  MANAGEMENT  SERVICES:  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Now  "management  mal- 
practice" suits  are  multiplying, 
spurred  by  a  legal  environment 
in  which  the  definition  of  liability 
constantly  expands  and  jury 
awards  more  closely  resemble 
rewards. 

Tort  reform  clearly  is  in 
order.  The  litigation  epidemic  in 
America  must  be  brought  under 
control. 

Encouraging  legislators 
to  act  now  might  be  the  wisest 
decision  a  corporation  could 
make  in  its  own  behalf. 


JOHNSON 
u&OIGGINS 

Consulting  on  a  lot  more  than  insurance. 


Can  a  new  company 

become  a  supplier 

to  almost  every 

American  manufacturer 

in  just  three  years? 

One  can. 

The  name  is  MagneTek. 

When  it's  "Made  in  U.S.A.,"  chances  are 
MagneTek  is  somewhere  in  the  picture.  Large 
or  small,  well  established  or  just  starting  up, 
most  American  manufacturers  use  MagneTek 
electrical  equipment  in  their  plants,  processes 
or  products. 

So  why  is  MagneTek  new  to  them? 

Because  MagneTek  is  the  new  first  name  for 
some  of  America's  best-known  and  most  fre- 
quently specified  brands  of  electrical  equipment. 

Every  year,  MagneTek  supplies  millions  of 
lighting  ballasts,  electrical  transformers,  motors, 
generators,  drives,  controls,  and  power  sources. 
Products  that  either  go  into  or  help  produce 
practically  everything  made  in  the  USA  — 
from  soapbox  airplanes  to  space  vehicles. 

In  less  than  four  years,  MagneTek  has  grown 
from  an  idea  into  an  $850  million  corporation. 
The  idea?  Supply  the  best  ^^ 

electrical  equipment  in  the  9Mm 

world,  and  treat  customers  as 
if  they  run  the  company. 

Because  at  MagneTek,  they  do. 


MagneTek 


The  new  first  name  in  electrical  equipment. 

I'UI  ol  our  Annual  Report, 

write  MagneTel    I  i  Blvd.,  1   is  Angeles,  CA  90025. 

Offices  and  plants  I  catedi  th(  I    S  and  abroad. 


MM  MagneTek 
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MagneTek 
outsAHis 

toes  &  Generators 


MM  MagneTek 


National  Electric  Coil 


MM MagneTek 


'Supply 


MM  MagneTek 

WWW  Ti" 


Triad 


MM  MagneTek 

wwWc 


Universal  Electric 


MM  MagneTek 
WWW  I 


Universal  Manufacturing 


Why  does  the  market  give  Houghton  Mifflin 
such  a  haughty  multiple,  when  its  results 
for  the  coming  year  look  lackluster  at  best? 


Making  book 


By  Laura  Jereski 


Ho;  l 

la  he  tough  eno 


iroid  Miller 
•  ay  independent? 


ndcll  11*  Pkiuics 


IOOK  AT  IT  THIS  WAY:  HoUght 
_  Mifflin,  the  Boston-based  tej 
I  book  publisher,  is  the  clos< 
thing  to  a  pure  play  in  an  indust 
with  20%  pretax  margins.  Its  65-ye; 
old  chief  executive  hasn't  yet  namec 
successor.  Insiders'  stock  holdings  1 
4%  on  a  good  day  (while  decidec 
unsentimental  institutions  hold  55 
of  the  stock — trading  recently  at  1 
with  a  P/E  of  16  in  an  industry  th 
typically  averages  14).  One  divisi 
could  be  spun  off  the  healthy  cc 
business.  And,  best  of  all,  there's  : 
long-term  debt  to  speak  of. 

Add  it  up  and  you  get  a  classic  tal 
over  target.  Harold  Miller,  the  coi 
pany's  white-haired  chairman 
chief  executive,  understandal 
wants  nothing  of  such  talk.  But 
seems  a  bit  unprepared  to  fight 
today's  corporate  raiders.  He  is  fond 
pointing  to  the  so-called  Vanishi 
Author  defense,  which  scared  aw 
Western  Pacific  Industries  in 
much  more  genteel  days  of  19^ 
Then  all  it  took  was  a  letter-writi 
campaign  spearheaded  by  John  Ke 
neth  Galbraith  and  Arthur  Schlesir 
er,  and  encouragement  by  Mille 
management,  to  get  the  railroad  cc 
glomerate  to  back  off.  The  housi 
prominent  writers  threatened  to  jur 
ship  if  their  publisher  was  taken  ov 
Might  that  tactic  not  be  just  a  lit 
too,  well,  nice  today?  "We've  made 
very  clear  we  are  going  to  stay  inc 
pendent,"  Miller  insists. 

If  he  sounds  proprietary,  it's 
cause  Houghton  Mifflin  today  (19 
sales,  $343  million)  is  largely 
product  of  his  15  years  at  the  hel 
Miller  has  kept  sales  growing 
1 1.5%,  compounded  over  the  past  I 
years  by  concentrating  on  the  elem< 
tary  and  high  school  textbook  bu 
ness,  where  it  has  a  7.3%  marl 
share,  and  by  building  up  the  colk 
division.  And  it  doesn't  hurt  that  t 
house  has  a  100-year  backlist 
American  authors,  including  Ma 
Twain  and  Henry  David  Thoreau. 

Houghton  Mifflin  has  outshone  t 
market:  Return  on  equity  averag 
21.4%  over  the  past  ten  years,  wh 
the  S&P  500  return  averaged  15.1 
annually. 

But  lately  the  sales  picture  has: 
been  as  bright  for  anyone.  After  gro 
ing  52%  since  1982,  the  $1.6  billi 
elementary  and  high  school  marl 
slowed  down  to  5%  last  year;  the  $ 
billion  college  market  fared  little  b 
ter.  The  outlook  for  the  college  m 
ket  is  for  maybe  5%,  and  for  derm 
tary  and  high  school,  7%. 

For  Houghton  Mifflin,  which  h 
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iKsidiary  of 

H-.>n  Lehman 
hers  Inc. 
\mencan 


The  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

to  that  end.  we  offer  the  invest- 
ment management  expertise  of  our 
subsidiary.  Boston  Safe  Deposit 
and  Trust  Company* 

Over  the  past  five  years,  we've 
performed  well  by  standard  indus- 
TRY indices.  Still,  our  reputation 
has  been  built  by  professionals  who 
know  it's  gauging  performance 
against  personal  objectives  that 
really  counts. 

If  you're  a  financially  successful 
individual  desiring  the  highest 
possible  level  of  personal  service. 

CONTACT  US  AT  1-80OCALL  BOS 
(1-800-225-5267  Ext.  341). 

And  enjoy  the  advantages  of 
being  a  privileged  client. 

"Certain  products  may  not  be  available  in  all  states. 
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THE  boston  company 

Boston  Sate  Deposit  and  Trust  Company 


McmlvrFPIC 


GECredit. 
is  now, GE  Capital 
America's  newest 

financial  services 

company 

For  over  55  years  the  General  providing  credit  to  families  known  as  GE  Capital.  Of 
Electric  Credit  Corporal  ion  has  who  needed  GE  appliances,  course,  our  new  name  will  still 
proudly  provided  the  business  it  doesn't  begin  to  define  a  $33  be  attached  to  the  same  275 
world  with  an  ever-increasing  billion  company  providing  offices  of  the  same 
list  of  financial  services.  capital  to  corporal  ions  around  hard-working,  problem- 
Today  that  list  includes  the  world.  solving,  different-thinking 
corporate  finance,  commercial           More  important,  we  pride  company.  In  1988  and  beyond, 
real  estate  finance,  asset-  ourselves  on  taking  a  different  GE  Capital  will  continue  to  do 
based  lending,  equipment  viewpoint  fr<  >m  other  capital  things  the  same  way  GE  Credii 
leasing,  retail  credit .  and  (at  sources,  because  we  feel  its  the  did  for  the  past  half-century, 
last  count)  13  other  financial  first  step  to  finding  a  different  Differently, 
services.  solution  to  your  specific  Wkrlrifhinfrc 
In  fact, about  the  only  thing  business  problem.  And  we  t  (r>      UO  Ullllga 
in  our  company  that  hasn't  think  it's  high  time  we  applied  dilTerenuy  beCaUSC 
grown  since  1932  is  our  name.  that  different  perspective  to  T^p  epp  miners 
While  it  accurately  described  our  own  name.  jvS?-        ip 
functionof                    So  from  now  on, we'll  be  QllterentlVi 


GE  Capital 


ord  earnings  of  $23.6  million,  in 
t  by  applying  new  pension  ac- 
inting,  the  slowdown  came  as  a 
ticular  surprise,  appearing  just 
en  the  company  hoped  to  benefit 
m  its  longer-range  planning.  Over 

past  three  years  it  has  invested 
ivily  in  new  programs,  including 
ne  $15  million  spent  on  a  new 
ding  method  for  elementary 
iooIs  under  a  new  imprint,  River- 
e,  which  is  marketed  to  the  15,000 
so  U.S.  school  districts  by  a  sepa- 
e  sales  force. 

iince  elementary  schools  spend  as 
tch  as  40%  of  their  textbook  dollars 

reading  programs,  that  new  pro- 
m  could  boost  market  share,  espe- 
lly  in  the  bigger  states  like  Texas 
1  California  that  select  textbooks 
use  statewide.  As  soon  as  textbook 

I  1978  it  took  only  a 
\tter- writing  campaign  by 
\e  house's  writers  to 
I  res  tall  a  takeover.  That 
yobably  won't  work  today. 


i  es  perk  up,  as  analysts  expect  they 
111  in  1989,  when  a  flurry  of  states 
111  adopt  new  reading,  English  and 
lith  programs,  so  should  Houghton 
liflin's  profits. 

|3ut  what  has  pushed  the  stock  as 
|»h  as  41  in  the  past  year  isn't  really 
\i  prospect  of  better  textbook  sales. 
Is  the  prospect  of  a  new  buyer,  at- 
licted  in  part  by  what  happens  to  the 
I  lance  sheet  every  year. 
Between  June  and  September,  when 
I  o-thirds  of  the  business  is  booked, 
I  s  company  is  funding  a  $60  million 
!ort-term  debt  position  with  com- 
ercial  paper.  In  the  last  quarter, 
lough  the  company  is  showing  a 
I  is,  schools  are  paying  their  bills,  and 
ish  on  hand  swings  to  as  much  as 
\  5  million. 

"The  great  surprise  in  the  textbook 
blishing  business  is  the  pattern  of 
penses  and  sales,"  says  Miller.  "A 
imber  of  people  have  failed  to  un- 
rstand  that."  What  they  have  un- 
rstood — which  is  why  the  stock  is 
lhng  at  16  times  projected  1988 
mings  in  a  14-P/E  market — is  that 
oughton  Mifflin  will  throw  off  more 
an  $10  million  in  cash  when  that 
cle  comes  to  an  end. 
So  does  Miller  have  a  strategy — 
ergers  or  acquisitions,  for  in- 
ance — to  thwart  any  shark  with  a 
earn  in  its  eye?  "I  can't  think  of 
lywhere  where  we  wouldn't  have 
'tten  worse  results,"  says  Miller. 
Maybe,  but  talk  and  letters  are  not 
lough  to  keep  raiders  at  bay,  espe- 
ally  when  results  are  slipping.  ■ 
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FIDELITY  BROKERAGE 


Best 

Discount 

Broker 

For  Service 

-Industry  survey  published  in 
Fortune,  Dec.  '87 

As  an  investor,  you  need  to  know  that  all  your  investment  needs  are 
handled  exactly  the  way  you  want.  No  matter  how  often  you  trade, 
you'll  want  to  find  out  why  Fidelity  Brokerage  was  rated  Best 
Discount  Broker  for  Service. 

^  Save  up  to  75%  on 
commissions 

^  24-hour  toll-free 
services 

^  Valuable,  free  invest- 
ment guides 

^  Quick,  accurate  trade 
executions- 
never  any  sales  pressure! 

NEW  FROM  FIDELITY!  Now  through  FideDtyBrokerage, 
you  can  take  advantage  of  these  two  new  exciting  choices  that  are 
also  good  for  your  IRA! 

•  Amercian  Eagle  Gold  and  Silver  Coins 
•  Fidelity  CD  Shopping  Service 

Call  now  and  find  out  how  to  put  Fidelity  Brokerage  to 
work  for  vou  and  your  IRA! 

1-800-544-6666 

In  Mass.  call  collect  617-523-1919 
Fidelity  Brokerage  Services,  Inc.,  Member  NYSE,  SIPC. 
Please  send  me  a  free  fact  kit  for: 

□  Fidelity  Brokerage  Service  (FBS)  □  Certificates  of  Deposit  IRA(FCDi) 

□  Fidelity  Brokerage  IRA  |  resi)      □  Fidelity  Precious  Metals  IRA  (prmi) 


Name. 
Citv_ 


.  Address . 
State 


Zip. 


Mail  to:  Fidelity  Brokerage  Prioritv  Mail  Center,  P.O.  Box  660603,  Dallas, 
TX  75266-0603 


Fidelity 


Investments 


CODE:  FORB  FBS'030788 
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ite  sagging  returns,  there's  a  surpris- 
ingly  large  slug  of  big  money  about  look- 
ig for  a  home  in  venture  capital  funds. 

Too  much  money, 
too  few  deals 


By  Laura  Jereski 


BY  NOW  THE  PITFALLS  of  maSS- 
marketed  venture  capital  funds 
for  the  small  investor  are  well 
documented  (Forbes,  Feb.  22).  But 
now  the  big  hitters — the  institutions, 
pension  funds  and  other  major  players 
with  millions  on  the  line — are  getting 
mugged,  too,  in  a  souring  venture  cap- 
ital market.  Returns  on  venture  capi- 
tal investments,  which  once  averaged 
a  lofty  25%  industrywide,  have 
plunged  to  about  half  that.  They're 
not  likely  to  improve  anytime  soon. 

What  happened?  "Too  much  mon- 
ey chasing  too  few  good  deals,"  says 
Paul  Bancroft  III,  until  recently  chair- 
man and  chief  executive  of  New 
York-based  Bessemer  Securities. 

Indeed.  Last  year  some  $4.4  bil- 
lion— a  record — poured  into  venture 
capital  funds,  a  33%   increase  over 

1986,  according  to  Venture  Econom- 
ics, a  research  and  consulting  firm, 
and  much  of  it  in  the  second  half  of 

1987.  Investors  were  not  always  this 
hot  to  gamble  on  new  ventures.  Only 
ten  years  ago  the  industry  was  hard- 
pressed  to  come  up  with  $2 1 6  million 
of  new  funds.  Even  as  recently  as 
1982,  new  capital  commitments  to- 
taled |ust  SI. 4  billion. 

The  hot  new-issues  market  of  1983 
changed  all  that.  Venture  partner- 
ships that  had  planned  to  run  for  ten 
years  were  cashing  out  in  less  than 
half  that  time  at  astronomical  re- 
turns. A  staggering  $3.4  billion  of  new 
money  flooded  in. 

Soon  enough,  in  lumbered  the  pen 

sion  funds.  By    1987  pension  funds 

were  making  more  rhan  half  the  ven- 

capitaJ    Investments,    up  from 

hird  three  vears  before. 

In    u  wis  bonanza  time  for 

hung  out  a  shingle  as  a 

i]   talist     and    many    did. 


Too  hot? 


As  money  flooded  into  venture 
capital  investments,  returns  sagged. 


$  Billions 
20 


Cumulative 
investments 


$  Billions 


New 
investments 


Source:  Venture  Economic-. 


There  arc  now  over  2,200  so-called 
professionals  in  the  business,  up  from 
600  only  ten  years  ago.  And  no  won- 
der With  annual  fees  as  high  as  3%  of 
capital  off  the  top  (in  good  times  and 
bad),  not  to  mention  a  20%  share  ot 
gains,  why  not? 

"What  happened  to  the  venture 
capital  industry  is  the  classic  capital- 
ist cycle,"  observes  Richard  Burnes  Jr. 
of  Boston-based  Charles  River  Ven- 
tures. Funds  flowed  to  the  area  of 
highest    returns,    and    those    returns 


were  simply  not  sustainable." 

Too  true.  Too  much  new  money 
meant  too  high  prices  paid  for  new 
ventures.  Reliable  industrywide  per- 
formance data  don't  exist,  but  people 
who  have  studied  fund  investments 
made  in  the  early  Eighties  say  venture 
capital  will  have  underperformed  the 
stock  market  for  much  of  the  decade. 

According  to  William  Bygrave,  a! 
professor  at  Babson  College  who  has 
looked  at  returns  in  some  100  funds, 
venture  capital  returns  have  only 
rarely  exceeded  20% — contrary  to 
mythology.  They  hit  an  alltime  high 
of  over  30%  between  the  end  of  1981 
and  August  1 983,  when  the  IPO  mar- 
ket crashed.  Now,  he  says,  "The  in- 
dustry knows  returns  are  in  the  low 
teens  overall.  It's  shell-shocked." 

Even  the  top  performers  are  hurt- 
ing. Take  Boston-based  TA-  Asso- 
ciates, one  of  the  most  successful  of 
the  large  venture  firms,  with  over 
$400  million  under  management.  The 
41%  average  annual  return  it  has  en- 
joyed over  the  past  1 1  years  masks  the 
fact  that  money  invested  in  1983  has 
returned  less  than  a  passbook  5.5%.  j 

"It  used  to  be  hard  not  to  make 
money,"  TA  Associates  general  part- 
ner P.  Andrews  McLane  says  ruefully. 
"It's  definitely  not  as  easy  now." 

Last  year,  for  the  first  time,  one 
venture  fund  managed  by  onetime 
venture  capitalist  A.  David  Silver  ac- 
tually failed.  Another  is  in  precarious 
financial  shape.  Others  may  follow. 
"People  like  to  say  that  funds  can't 
fail,"  says  Stanley  Pratt,  general  part- 
ner of  Abbott  Capital  Management, 
which  helps  institutions  place  invest- 
ments. "But  there'll  be  more."  Also,  it 
is  clear  that  some  institutions  are 
backing  away  from  venture  capital. 

Even  so,  many  fund  managers  seem 
almost  manic  in  their  bullish  outlook. 
Now  that  the  stock  market  has 
crashed,  they  argue,  valuations  of  pri- 
vate companies,  largely  based  on  over- 
the-counter  multiples,  will  come 
down,  too.  That  means,  they  say,  plen- 
ty of  opportunity  for  bottom-fishing. 
In  addition,  the  crash  has  spooked  in- 
vestors who  might  have  put  their  mon- 
ey in  straight  equities.  "If  anything," 
says  Jane  Morris,  vice  president  of 
Venture  Economics,  "it  will  get  easier 
for  the  funds  to  raise  money." 

Only  one  problem.  Much  of  the  $10 
billion  raised  over  the  last  three  years 
still  remains  to  be  invested.  All  that 
cash  is  likely  to  bolster  values  a  little 
longer  yet.  Says  Charles  River's 
Burnes:  "Because  there  is  so  much 
money,  venture  capital  has  become  a 
dittercnt  game" — a  game  with  much 
more  risk  and  much  less  reward  than 
many  current  players  thought.  ■ 
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Now  you  can  get  an  800  service  that  offers  distance-sensitive 
pricing,  regardless  of  call  volume. 

An  800  service  that  provides  itemized  call  detail,  listing  the 
origin  of  every  call. 

It's  an  800  service  that  lets  you  receive  calls  from  anywhere 
in  the  country,  all  on  the  same  number  and  the  same  line. 

And  you  can  only  get  it  with  MCL 


1-800-888-0800 
Until  you  call,  you'll  never  know  how  much  better 
a  long  distance  company  can  be." 

MCI 

Let  us  show  you; 

Intrastate  800  service  subject  to  state  authorization. 
*MCI  Communications  Corporation  (MCIQ  "Service  marks  of  MCIC  ©  MCIC:  November,  1987 


ies  products  offered  by  New  England  Securities  Corporation 


HOW  LONG  SHOULD  THE  BEST  FINANCI/I 

RELATIONSHIPS  LAS]? 


©  1988.  New  England  Mulual  Life  Insurance  Company.  Boston.  MA 


They  should  last  for  years  and  years.  That's 
.ie  best  way  to  build  a  strong  financial  future. 

We're  The  New  England,  a  family  of  com- 
anies  offering  an  array  of  financial  products  and 
ervices  of  the  highest  quality-life  insurance, 
ivestment  products,  financial  planning,  employee 
'enefits.  Altogether,  we  have  more  than  S40  billion 
t  assets  under  management. 

When  you  form  a  relationship  with  one  of 
>ur  representatives,  you  do  it  knowing  that  we  are 
,oing  to  be  there  for  you-not  for  the  short-term, 


but  for  the  long  haul.  Supported  by  the  resources 
and  systems  of  The  New  England,  our  representa- 
tive is  going  to  get  to  know  you  well,  putting  his  or 
her  knowledge  and  experience  to  work  to  help 
you  construct  a  financial  program  that  satisfies 
your  goals  and  needs. 

For  a  free  brochure  about  our  products  and 
services,  as  well  as  the  name  of  your  local  repre- 
sentative, phone  1-800-222-2725,  Ext.  328. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


UlH  The  New  England 

Your  Financial  Partner 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


Copy  machines.  Fax  machines.  Phone  an- 
swering machines.  Add  them  together,  and 
what  do  you  get?  A  roaring  new  market. 


Office  in  a  box 


By  John  Merwin 


Not  so  long  ago  Apple  Com- 
puter wouldn't  deign  to  adver- 
tise its  Macintosh  personal 
computer — the  Cupertino,  Calif, 
company's  top-of-the-line  office  mod- 
el— for  use  in  the  home.  A  powerful 
Macintosh  sitting  in  the  kitchen,  in 
the  hands  of  a  nerdy  computer  hobby- 
ist or  an  Avon  saleslady?  No  way. 

But  in  the  fall,  under  the  banner  of 
"How  to  succeed  in  business  without 
leaving  the  house,"  Apple  launched  a 
new  ad  campaign,  created  by  BBDO, 
touting  Macintosh  to  home  users. 

Why?  For  the  same 
reason      that      2,600 
miles  away,  in  Mah- 
wah,  N.J.,  the  domes- 
tic    arm     of     Sharp 
Corp.,    the    Japanese 
electronics  giant,  was 
making     an     abrupt 
marketing  change.  In 
August    it    created    a 
home     office     group 
and      launched      ads 
showing     residential 
rooms  nattily  outfit- 
ith  entire  collec- 
•  office  equip- 
im  $200  dec- 
.  riters  to 


ment,  the  arrival  of  what  for  years  had 
been  only  a  promise:  the  home  office 
market. 

In  the  early  1980s  (Forbes,  Sept  12, 
1983]  market  researchers  thought 
growing  legions  of  employees  would 
one  day  work  at  home  full  time, 
linked  to  offices  or  clients  by  personal 
computers,  or  "telecommuting,"  as 
the  concept  was  tagged.  While  some 
big  corporations,  such  as  Pacific  Bell, 
have  since  instituted  full-time  work- 
at-home  programs  for  select  employ- 
ees, the  market  has  developed  just  as 
Forbes  predicted,  largely  through 
small  corporations  and  entrepreneurs. 


'lines. 

be- 

ipextino, 

'  wah, 

lanufac- 

tur 

1    de- 

Home  office  of  New  York  textile  broker  Gary  DePersia 
Sleek,  functional,  inexpensive. 


Most  work-at-homers  are  full-tiij 
employees  catching  up  by  churnil 
out  office  work  at  home  after  hours 
on  weekends.  Many  of  the  rest  i 
entrepreneurs  who  have  launch! 
businesses  from  their  homes. 

The  rise  in  home  working  has  be 
made  possible  by  the  introduction 
cheaper  and  increasingly  versat 
personal  computers  developed  in  t 
last  few  years  by  Apple,  IBM  andl 
host  of  IBM  imitators.  The  trend  h 
been  greatly  helped  along  by  cheap 
sleeker-looking  support  equipment 
the  versatile  copiers  launched  in  19. 
by  Japan's  Canon,  for  example.  E 
couraged  by  fast-rising  sales,  now  < 
fice  machine  makers  are  churning  o 
even  cheaper,  lighter  and  more  vers 
tile  equipment,  such  as  a  small  $1,5 
combination  copier/fax,  introduced 
January. 

In  addition  to  the  equipment  man 
facturers,  other  marketers  are  jum 
ing  on  the  bandwagon,  many  movii 
into  direct  mail — perhaps  the  fastej 
growing  sales  strategy  of  the  198C 
For  example,  you  are  likely  the 
days  to  receive  a  subscription  solicit 
tion  from  the  five-year-old  Family 
Home  Office  Computing  magazine,  ci 
culation  436,000,  published  by  Sch 
lastic  Inc.  Sensing  the  burgeonir 
home  market,  in  October  the  mag 
zine  added  "Home  Office"  to  i 
nameplate.  Or  maybe  this  year  yi 
will  be  among  5  million  receivn 
Chicago's  Reliable  Home  Office  cat 
log,  38  color  pages  of  trendy  offii 
supplies,  gadgets  and  furnishing 
from  colorful  stick-on  notes,  at  S 
cents  a  pad,  to  a  rakish  halogen  des 
lamp,  at  $99.95.  Telecommuting  ev< 
has  a  monthly  newsletter,  TC  Repa 
published  out  of  Ne 
York  City. 

Arrival  of  the  hon 
office  market  h; 
come  about  through 
confluence  of  techni 
logical  advancemen 
and  demograph 
changes. 
These  trends  ha\ 
^^^  been  measured  b 
te^^R  New  York  City-base 
Link  Resources, 
widely  quoted  ma 
ket  consulting  firn 
Link's  director  of  n; 
tionwide  phone  su 
veys  of  home  offic 
workers,  Tom  Milltf 
projects  that  amon 
23  million  hom 
workers,  the  prim 
marketing  target  is  a 
active  segment  of 
million  to  10  millio 
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Financial  institutions,  not  surprisingly,  are  concerned  about  the  quality  and  durability  of  the  cars 
that  they  finance. 

Chase  is  now  offering  ten-year  financing  under  a  special  program  only  available  to  buyers  of  new 
Volvos.* 

Because  Volvo  has  what  Chase  looks  for:  good  value  for  the  money  and  a  long  record 
of  solid  performance. 

Both  of  which  you  get  when  you  buy  a  Volvo.  Along  with  other  dividends  that  include:  cars 
designed  by  engineers  who  put  a  premium  on  safety... a  roadside  assistance  plan  that  will  assist  you  24  hours 
a  day.. .and  a  car  so  well  made  there's  at  least  one  thats  rolled  up  more  than  one  million  miles.  And  its  still 
going  strong 

So  see  your  participating  Volvo  dealer.  With  cars  that  could  go  this  far,  a  ten-year  loan  suddenly 
seems  short-term.  _  _^  _  _  __ 

VOLVO 

A  car  you  can  believe  in. 

"For  example:  With  a  209!  down  payment  on  a  $21,450  (M.S.R.P)  vehicle,  a  $17,160 10-year  obligation/loan  at  an  Annual  Percentage  Rate  of  1 1.25%  would  have  120 
equal  monthly  payments  of  $238.81.  This  rate  may  not  be  available  through  all  dealers.  The  required  down  payment  may  vary  with  the  price  of  the  vehicle.  The 
obligation/loan  is  secured  by  the  vehicle.  Financing  to  qualified  applicants  is  available  only  through  participating  Volvo  dealers  and  is  provided  through  The  Chase 
Manhattan  Bank.  N.A.  and  Chase  Manhattan  Financial  Services,  Inc.  Chase  reserves  the  right  to  change  this  program  at  any  time. 

©  1988  Volvo  North  America  Corporation 


A  recent  Apple  Computer  ad  aimed  at  the  work-at-home  customer 
The  prediction  becoming  a  reality. 


home  workers,  growing  at  15%  to 
20%  a  year. 

"There  used  to  be  a  stigma  attached 
to  working  at  home,"  says  Miller. 
"Now  for  every  person  working  at 
home,  surveys  show  there  are  two 
more  who  might  like  to  try  it." 

Miller  projects  rapid  growth  be- 
cause the  American  worker's  average 
age  is  36,  several  years  younger  than 
the  average  home  worker,  who  is  in 
his  late  30s  or  early  40s.  This  makes 
sense,  Miller  says,  because  workers 
by  their  late  30s  have  either  risen  to 
corporate  jobs  demanding  after-hours 
work  or  established  the  contacts 
needed  to  break  off  and  launch  a 
home  business.  Thus,  as  the  popula- 
tion gets  slightly  older  over  the  next 
decade,  Miller  believes,  more  Ameri- 
cans will  slide  into  the  work-at- 
home  category 


lies  on  massive  Radio  Shack  direct 
mailings  and  heavy  ad  campaigns 
that  include  Tandy  computers  pic- 
tured in  home  use. 

To  help  things  along,  Canon,  which 
Dataquest  says  owns  61%  of  the 
small  copier  market,  growing  at  40% 
a  year,  says  it  plans  to  consolidate  its 
marketing  efforts  for  copiers,  type- 
writers, calculators  and  fax  machines. 
Sharp  has  already  consolidated  sales 
of  its  calculators,  telephones,  copiers, 
portable  computers,  electronic  type- 
writers and  its  fastest-growing  item, 
the  small  facsimile  machine,  into  a 
single  marketing  blitz  of  matching 
components.  Last  year  Dataquest 
raised  its    1987   sales  estimates  for 


small  fax  machines — most  of  whic. 
still  go  into  small  businesses — t 
135,000  units  from  98,000. 

Mail-order  houses  are  getting  int 
the  act  as  well.  Says  Merrill  Zennei 
owner  of  Reliable  Home  Office  Corp 
a  70-year-old  catalog  office  suppl 
business,  "There  are  7  million  poten 
tial  corporate  accounts,  but  27  ml 
lion  people  who  work  at  home."  B 
using  focus  groups,  Reliable  learne 
that  the  last  thing  an  after-hour 
worker  wants  is  an  office  at  home  tha 
looks  like  one  at  work,  so  Reliable 
pushing  brightly  colored  home  offic 
supplies,  such  as  red,  blue  and  yello 
file  folders,  plus  an  array  of  sleel 
looking  lighting  and  furniture,  muc 
of  it  in  high-tech  black. 

But  do  home  workers  buy  as  muc 
as  real  offices?  No,  but  Zenner  isn1 
worried.  The  average  order  size  fror 
Reliable's  home  catalog — about  $6 
is  only  half  that  of  its  business  cat 
logs,  he  says.  "But  with  the  horn 
catalog,  we  sell  on  credit  cards,  ! 
there  is  no  bad  debt,  which  is  a  prol 
lem    with    regular    businesses.    Ou 
home   catalog   markups   are   highe: 
plus  we  can  charge  for  handling  an 
delivery."   In    several   years   Zenn 
thinks  he  will  have  a  $25  million  to 
S30  million  home  office  catalog  bus: 
ness.  Says  Zenner,  "It's  a  huge  poten 
tial  market."  ■ 


David  Ogilvy,  founder  of  Ogilvy  &  Mather^ 
'TTdaTwkh6ketor8feetofsheif  has  been  in  the  advertising  business  fivi 

decades.   What  he  sees  these  days  often 
doesnt  make  him  happy. 


space  and  a  $2,500  bankroll,  one  can 
easily  afford  an  IBM-compatible  com- 
puter and  monitor  made  by  Tandy,  a 
Canon  copying  machine,  an  Epson 
dot  matrix  printer  and  a  Panasonic 
phone-answering  machine.  For  sales 
types  like  Manhattan  textile  broker 
Gary  DePersia,  who  wants  to  send 
invoices  quickly  without  paying  over- 
night express  charges,  $1,500  will  buy 
a  Sharp  home  facsimile  machine,  no 
bigger  than  a  small  typewriter.  For  the 
price  of  a  brief  phone  call,  the  fax  will 
transmit  several  pages  of  documents 
over  telephone  lines  anywhere. 

Among    the    big    three    sellers    of 
high-end  home  computers,  only  Ap- 
ple,  which    California   market   con- 
sultant Dataquest  reports  has  20% 
of    the    market,    is    running    an    ad 
n  aimed  solely  at  the  home 
ket     IBM,    with    a    30% 
fhe  capabilities  of 
M  stem  2  comput- 
ny;   that   they   can   be 
v,  with  its  7,000 
tores,    is   the 

Lble  the 

hare.  Tandy  re- 


A  disease  called 
entertainment 


David  Ogilvy  has  been  rumi- 
nating on  and  creating  effec- 
tive advertising  since  he  started 
in  the  business  in  the  mid- 1930s  and 
then  founded  his  agency  in  1948.  Now 
a  director  of  the  Ogilvy  Group,  the 
publicly  traded  marketing  conglomer- 
ate that  his  old  agency  has  become,  at 
76  David  Ogilvy  lives  mostly  in 
France  in  his  12th-century  chateau  in 
the  Poitou  region,  about  150  miles 
southwest  of  Paris. 


As  stylish  in  retirement  as  on  th 
job,  this  is  the  man  who,  among  s< 
many  memorable  ads,  created  thi 
Hathaway  shirt  man,  with  that  dis 
tinctive  eye  patch;  the  Rolls-Royo 
campaign  with  the  tagline  "At  6( 
miles  an  hour  the  loudest  noise  in  thi: 
new  Rolls-Royce  comes  from  thi 
electric  clock."  His  was  the  memora 
ble  campaign  that  introducei 
Schweppes  to  this  country,  playing  oi 
America's    fascination    with    Bntisl 
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ad  Ogilvy,  director,  the  Ogiliy  Group 
okingjor  less  flash  and  more  thought. 


Eddit-  Keating 


pbbery  by  featuring  distinguished, 
krded  Commander  Edward  White- 
jad,  then  the  manager  of  Schweppes 
'the  U.S. 

jDgilvy  still  keeps  his  eye  on  Ameri- 
li  advertising  by  reviewing  agency 

reels  and  thumbing  through  piles 
magazines  each  week.  He  also  com- 
plicates his  reactions  immediately 
I  his  old  agency — by  overnight  mail. 
[:  is  no  great  fan  of  most  advertising 
sees  today.  Why?  Because  he 
inks  too  much  effort  is  spent  on 
Ivertising  that  is  funny  or  stresses 
;cial  effects,  and  not  enough  time  is 
voted  to  creating  ads  that  sell  a 
bduct. 

'Every  10  or  15  years,  advertising 
Its  a  disease  called  entertainment," 
;ilvy  complains,  "It's  very  bad,  be- 
use  the  people  who  do  it  have  ab- 
lutely  no  interest  in  selling  any- 
|ing.  They  don't  think  of  them- 
Ives  as  salesmen.  They  think  of 
emselves  as  entertainers  and  ge- 
uses."  In  the  end  the  entertain- 
;nt  gets  in  the  way  of  the  message, 
warting  its  real  purpose. 
Of  course  he  understands  the  rea- 
Q  for  it.  Roughly  50  million  com- 
ercials  will  be  broadcast  this  year, 
d  the  need  to  break  through  the 
atter  has  become  an  industry  imper- 


ative. But  Ogilvy  is  adamant  that  ads 
that  sell  need  not  be  as  flashy  as  the 
contemporary  product  has  become. 
"Entertainment  works  best  at  dealer 
conventions,"  Ogilvy  says. 

He  goes  on:  "There  is  a  hell  of  a 
temptation  for  people  to  start  enter- 
taining. And  there  are  clients  that  like 
that  stuff.  I  remember  a  man,  he  was 
such  an  ass.  He  said,  'I  want  you  to  do 
advertising  that  will  make  all  my 
friends  at  the  country  club  come  up  to 
my  table  and  say,  Gee,  I  loved  that  ad 
of  yours.'  It's  a  very  dangerous  thing,  a 
constant  temptation." 

Impeccably  dressed  as  always, 
Ogilvy  at  a  recent  morning  interview 
is  wearing  gray  flannel  slacks,  a  dou- 
ble-breasted blue  blazer,  a  French- 
cuffed  red-white-and-blue-striped 
Turnbull  &.  Asser  shirt,  red  paisley  tie 
and  his  trademark,  red  suspenders.  He 
appears  every  bit  the  quintessential 
Englishman.  A  college  dropout,  he 
has  been  a  chef  in  Paris  and  a  stove 
salesman  in  Scotland.  He  thinks  that 
more  of  those  who  work  on  Madison 
Avenue  these  days  should  have  such 
eclectic  backgrounds. 

"Most  of  the  people  who  work  on 
ads  are  college  graduates,  and  many 
have  M.B.A.s,"  he  complains.  "Then 
they  come  straight  to  work  here.  But 


they  don't  know  their 
native  land  very  well. 
And  they  don't  think 
like  salesmen.  It's  not 
their  line.  I'm  very 
frightened  of  them. 
Same  with  the  awards 
racket.  Almost  all  the 
awards  are  being  giv- 
en out  for  entertain- 
ment. It  has  a  very 
baleful  effect." 

Building  consumer 
brand  recognition  is 
one  of  the  key  roles  of 
good  advertising, 

Ogilvy  believes,  but  it 
is  often  misunder- 
stood. "You've  got  to 
be  careful,"  he  says. 
"Brand  image  doesn't 
necessarily  mean 
class  and  snobby. 
Take  Sears,  Roebuck. 
Sears  doesn't  want  to 
have  the  same  brand 
image  as  Tiffany."  El- 
ementary, perhaps, 
but  the  image  should 
reflect  the  product. 

Ogilvy,  just  as  he 
wrote  in  his  first 
book,  Confessions  of 
an  Advertising  Man,  in 
1963,  still  thinks 
most  top-notch  ad- 
vertising comes  from  what  he  calls 
"the  great  idea,"  which  means  an  idea 
that  sums  up  precisely  all  that  needs 
to  be  said  about  a  client  and  his  prod- 
uct. One  example,  he  agrees,  is  Ogilvy 
&  Mather's  successful  "Do  You  Know 
Me?"  campaign  for  American  Ex- 
press, which  after  running  12  years 
was  changed  to  "Membership  Has  Its 
Privileges." 

An  apt  phrase,  an  appropriate  image 
for  the  product  matters  much  more 
than  originality,  he  indicates.  "I  have 
a  horror  of  the  self-conscious  pursuit 
of  originality,  which  is  a  great  fault 
among  people  at  agencies  all  over  the 
world."  he  says.  "They  so  self-con- 
sciously try  to  be  original.  Often  the 
results  are  an  embarrassing  disaster. 
My  favorite  quotation  on  that  is  what 
Mozart  wrote  to  a  friend:  'I  never  tried 
to  compose  anything  original  in  my 
life.'  " 

Nor  does  he  claim  to  be  a  great 
investor.  Today  Ogilvy  owns  roughly 
25,000  shares  of  company  stock;  the 
rest  he  has  sold  over  the  years.  Among 
the  buyers  was  investor  Warren  Buf- 
fett.  "I  wrote  to  him  five  years  ago  and 
said,  'You  have  made  far  more  money 
out  of  Ogilvy  &.  Mather  than  I  have.' 
He  wrote  back  and  said,  'Isn't  it  a 
lousy  system?'  " — J.A.T. 
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The  advertisers  listed  here  want  to  make  information  available  to  readers 
FORBES.  For  the  type  of  information  available,  see  the  categories  below  J 
obtain  information,  see  the  adjoining  page. 


Products/Services  Information 


1. 

Accountemps  Inc. 

•  15. 

Fansteel 

31. 

NYNEX  Corporatioi 

2. 

Amdahl  Corporation 

16. 

Fisher  Island 

32. 

Olympic  Sales  Co. 

3. 

Bally  of  Switzerland 

17. 

Ford  Authorized  Leasing 

33. 

OMNIFAX/Telautoc 

4. 

Blue  Cross  and  Blue 

Service 

34. 

Pacific  Enterprises 

Shield  Association 

18. 

Inn  at  Spanish  Bay 

35. 

Riken  America,  Inc. 

5. 

The  Boston  Company — 

19. 

Johnson  Controls,  Inc. 

36. 

San  Francisco  Emb 

Boston  Safe  Deposit  & 

20. 

KLM 

Works 

Trust  Company 

21. 

LaMancha  Private  Villas 

37. 

Scudder  401  (k)  Pli 

6. 

British  Airways 

and  Court  Club — Private 

•38. 

SteinRoe  Mutual  Fi 

7. 

Cadillac  Motor  Car 

Pools  and  Spas 

39. 

Strong  Mutual  Func 

Division 

22. 

The  Lancaster 

40. 

The  Stuart-James 

8. 

Canon  U.S.A.,  Inc. 

23. 

Lindal  Cedar  Homes 

Company 

Facsimile  Division 

24. 

Litchfield  by  the  Sea 

41. 

Toshiba  America,  Ir 

9. 

Dale  Carnegie  & 

25. 

Management  Recruiters 

Copier  Division 

Associates,  Inc. 

26. 

The  Mayfair  Regent 

42. 

Twentieth  Century 

10. 

Chicago  Board  of  Trade 

New  York 

Investors,  Inc. 

11. 

Chubb  Group  of  Insurance 

27. 

Mead  Paper 

•43. 

UNISYS 

Companies 

28. 

Mobil  Corporation 

44. 

Westin's  Prince  Ho 

•  12. 

CIGNA  Corporation 

29. 

The  New  England 

Japan 

13. 

CompuServe 

30. 

Northwestern  Mutual  Life 

45. 

Zurich-American 

14. 

Eastman  Kodak  Company 

Insurance  Company 

Insurance  Group 

Annual  Reports 

46.  Amdahl  Corporation 

47.  AMETEK.  Inc. 

48.  BP  America 


49.  Centel  Corporation 

50.  Computer  Task  Group,  Inc. 

51 .  MagneTek,  Inc. 


Area  Development  Information 

lated  bdison  of  55.  Greater  Charlotte 

Mew  '  Economic  Development 


52.  Teleflex  Incorporatet 

53.  United  Telecommun 
tions  Inc. 


56.  New  York  State 
Department  of  Econ< 
Development 
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n  the  party,  get . . . 

e  Sayings  of 
airman  Malcolm 


"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
ents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 

they  said  about  the  first  printing. 

I  read  your  book,  and  it  was  delicious.  I  ate  it." 
Ann  Landers,  Daily  News,  New  York 

I  have  we  done  so  well  for  so  long  without  it? 
'ttle  book  is  witty,  wise,  serene,  sometimes 
iand  at  other  times  tipsy;  but  always  great, 
h,  and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

ead  it  and  I  recommend  it  to  you  uncondi- 
y.  It  is  a  terrific  book,  with  a  thousand  things 
)u'll  want  to  repeat  and  memorize  . . ." 
irry  Gray,  Radio  Station  WMCA,  New  York 

itnlikely,  though  possible,  that  students  at  the 
on  and  Harvard  Business  Schools  will  wander 
;h  the  quad  with  this  little  green  book  open, 
rizing  Forbes  capitalistic  pearls.  On  the  other 
naybe  they  should." 

John  Weisman,  Los  Angeles  Times 


Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

A  dinner  of  fortune  cookies" 
— Newsday 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 


r 


(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  95<t  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


Name 


(please  print) 


Address 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 

Forbes 

60  Fifth  Avenue 

New  York,  NY  10011 
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Science  &  Technology 


Edited  by  Gary  Slutsker 


There  are  two  ways  to  make  detergents. 
One:  Add  perfume  and  make  the  clothes 
smell  cleaner.  The  other:  Add  enzymes  and 
make  the  clothes  really  cleaner. 

New!  Improved! 
No  kidding! 


Ever  since  the  1950s,  when  syn- 
thetic detergents  replaced  ordi- 
nary soap  for  laundry,  the  sci- 
ence of  marketing  detergents  has 
seemed  to  involve  much  more  mar- 
keting than  science.  Technology,  fi- 
nally, is  catching  up  with  salesman- 
ship: The  most  successful  new  prod- 
ucts are  likely  to  involve  genetic 
engineering. 

Genetics  comes  in  by  way  of 
enzymes,  the  long  chains  of  pro- 
teins that  remove  stains  by 
chemically  breaking  the  bonds 
they  form  with  fabrics.  Chemical 
companies  and  detergent  market- 
ers are  experimenting  with  new 
types  of  enzymes,  both  to  attack 
certain  resistant  stains  and  to  func- 
tion effectively  with  other  cleaning 
agents  like  bleach. 

Nowhere  is  technology  pushing  the 
market  more  rapidly  than  in  Japan, 
where  the  two  leading  soapers  are 
fighting  with  some  new  detergents. 
Last  May  $4  billion  (1987  sales)  Kao 
Corp.,  Japan's  version  of  Procter  & 
Gamble,  launched  Attack,  a  concen- 
trated,  so-called   compact  detergent 
that  uses  a  new  commercial  enzyme 
called  alkaline  cellulase.  The  enzyme, 
which  Kao  makes,  attacks  dirt  em- 
led  in  cotton  fibers — the  kind  of 
■iisiolors,  say,  white  under- 
Kao  launched  Attack  na- 
Tapan  last  summer,  the 
•-ken  30%  of  the  SI. 3 
ket. 
Japan's  number 
rp.  (1987  sales, 
:ing  out  another 
ne^  recombinant 

DNA.  lop   will    debut 
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next  month  with  a  fat-dissolving  en- 
zyme known  as  lipase,  sold  to  Lion  by 
Novo  Industri  A/S,  the  $600  million 
(revenues)  Danish  maker  of  enzymes 
and  insulin. 

Genetic  engineering  is  giving  soap- 
makers  a  new  way  to  custom-design 
enzymes  and  mass-produce  them  less 
expensively.  Need  an  enzyme  that 
functions  well  in  the  presence  of  chlo- 
rine bleach  (something  none  can  now 
do)?  Take  an  enzyme  that  resembles 
the  one  you  desire,  clone  its  DNA 
sequence,  chart  the  amino  acids  and 
the  three-dimensional  structure  of 
the  molecule  on  a  supercomputer, 
and  simulate  the  effects  of  rearrang- 
ing certain  of  the  amino  acids.  Now 
pass  the  recommended  mutations  to  a 
"gene  machine,"  which  produces  the 
desired  DNA  sequences  to  create  the 
protein.   The   DNA,    when   inserted 


into  bacteria,  enables  them  to  n| 
produce  the  enzyme. 

It's  all  a  far  cry  from  the  days 
scientists  would  literally  turn 
rocks  looking  for  enzymes  in  the  il 
mutant  bacterial  strain.  To  get  arl 
zyme  that  functions  at,  say,  high  tl 
peratures  in  the  highly  alkaline  el 
ronment  of  a  washing  machine,  y\ 
have  to  look  for  bacteria  growinl 
soil  under  precisely  those  conditil 
You  might  try  nosing  around  a  facl 
that  makes  sodium  carbonate,  pnj 
ably  one  in  a  warm  climate. 

Wandering   around    chemical 
tories  and  collecting  soil  samples  i 
not  be  your  idea  of  a  thrilling  side-] 
on  a  vacation.  But  that's  exactly 
Michael  Crossin  has  helped  unc(| 
new  enzymes  for  International 
Synthetics   Inc.,   an   enzyme   mi 
owned  jointly  by  Shell  and  Gist- 
cades,    the    Dutch    pharmaceuti| 
company,  where  Crossin  is  the 
keting  manager  for  de 
gent  enzymes. 
With  protein  engineel 
on  the  scene,  Crossin  c| 
write  off  his  vacations 
more.  But  his  company  hj 
better  chance  of  finding  the  i 
enzyme.  What's  that?  A  su 
cleaner  that  works  with  blea 
and  fabric  softeners  at  low  t 

peratures  and  short  wash  cy 

Says  Gerald  Pyatt,  the  comp 

president:  "The  whole  issue  is 
lowing  a  housewife  to  do  a  be 
cleaning  job  in  colder  water,  whic' 
what  she  wants." 

You  don't  need  supercomputer  s 
ulations  to  come  up  with  advan 
detergents,  however.  P&G's  mar 
leader,  Liquid  Tide,  uses  four  differ) 
surface  active  agents,  or  surfactai 
Those  are  the  chemicals  that  dissc 
dirt  and  grease  in  water — the  mod 
versions  of  plain  old  Ivory  soap, 
soap  scientists  then  added  antidep* 
tion  agents  (which  keep  the  dirt  fr 
resettling  on  clothes  in  the  rinse 
cle),  builders  (which  allow  differ 
chemicals  to  work  together),  o 
control  agents,  germicides,  antisti 
agents,  washer  protection  agents,  f 
nc  whiteners  and  enzymes. 

Today  roughly  half  the  deterge 
sold  in  this  country  contain  enzyrr 
up  from  next  to  none  in  1980.  Th; 
low  compared  with  Europe  and  Japj 
where  nearly  100%  of  detergents  h 
enzymes.  Why  are  we  behind 
times?  Back  in  the  1960s,  when  sol 
ers  first  introduced  enzymes,  factt 
workers  and  some  housewives  1 
such  severe  allergic  reactions  to  i 
initial  dusty  proteins  that  in  1971  i 
soap  industry  voluntarily  yanked  i 
zymes  off  the  market.  They  did 
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To  you,  it's  another  small  office  building. 

To  us,  it's  creating  a  more 

efficient  working  environment. 


The  300  people  who  work  in  the  Commerce 
iring  House  enjoy  one  of  the  most  comfortable,  yet 
tient  working  environments  ever  designed.  It's  controlled 
|i  Johnson  Controls  facilities  management  system  that 
i'ides  the  perfect  balance  of  heating,  cooling,  lighting, 
lirity  and  fire  protection.  The  result  is  considerable 
tngs  to  building  owners  and  tenants  alike. 

Designing  and  installing  automated  systems 
)uildingsisourbusiness.  Maintainingand  servicing 
ding  systems  through  our  Alliance  program  is 
business,  too.  Over  100,000  building  owners  have 
sen  Johnson  Controls  for  facilities  management. 


These  projects  range  in  size  from  giants  like  Los  Angeles 
International  Airport  to  smaller  buildings  like  Commerce 
Clearing  House. 

For  more  information  on  a  working  environment  that 
works  to  save  you  money  while  it  keeps  occupants  com- 
fortable and  productive,  give  us  a  call  at 
1-800-972-8040.  In  Wisconsin,  call 
1-800-472-6533.  Or  write,  Johnson  Controls, 
Systems  and  Services  Division,  C19, 
Milwaukee,  Wl  53201-0423. 

JQHNSON 
CONTRiLS 

Creating  a  better  climate 
for  business. 


I; 


lohnson  Controls, 
6  U.S.C.  380 


nc.  1988  JC8819A 


Why  Compaq  sak 
faster  than  any  othco 


Business  records  and 
Compaq  Computer 
Corporation  are  no 
strangers. 
We  achieved  the  highest  first- 
year  sales  of  any  company  in 
American  business  history.  In 
our  fourth  year  of  operation, 
we  broke  into  the  ranks  of  the 
FORTUNE  500,  faster  than  any 
other  company.  Now,  after  com- 
pleting our  sixth  year,  we've 
reached  annual  sales  of  over  one 
billion  dollars.  And  again,  we 
achieved  this  mark  faster  than 
any  other  company  in  history. 

While  these  achievements  are 
helpful  in  charting  a  company's 
progress,  the  real  story  behind 
this  success  is  COMPAQ  per- 
sonal computers.  Together, 
they  represent  the 
highest- 


Compaq 

was  first 
to  introduce 
and  advance  80386- 
based  personal  computing. 


performance  line  of  personal 
computers  in  the  world.  Indi- 
vidually, each  has  been  singled 
oul  by  industry  experts  and 


i    \  ,vork:       Iter. 


demanding  users  as  the  best 
computer  in  its  class. 

The  high- 
performance  leader 

Performance  leadership  is 
earned,  not  claimed.  Compaq 
has  earned  this  distinction  by 
consistently  advancing  per- 
sonal computer  technology. 
We  demonstrated  this  by 
being  first  to  tap  the 
power  of  the  Intel' 
80386  microprocessor 
with  the  COMPAQ 
DESKPRO  386.  Then, 
just  a  year  later,  we 
were  first  to  advance 
80386  technology,  not 
once  but  twice,  with 
the  20-MHz  COMPAQ 
DESKPRO  386/20 

and  COMPAQ  

PORTABLE  386.  ■ 

Today,  they  are  the 
most  powerful  personal  com- 
puters in  the  world,  offering 
system  performance  that  rivals 
minicomputers! 

Building  bridges 


i  i  i 
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With  each 
innovation, 
Compaq 
pushes  the 


20MHz 


limits  of  personal  compui- 
technology  while  preserve 
your  investment  in  indus r 
standard  hardware  and  til 
world's  largest  library  of 
ness  software.  Moreover,  fct 
design  our  machines  to  es  ^ 
and  enh 
new  car. 
ties.  Coi 
options  I ' 
as  VGA: 


•;    niU-tv  ■  iKTl'NE  1000  companies 

oftware  product  of  The  Database  Group.  Index  based  on  a  scale  that  rates  the  IBM  PC/AT*as  1  Intel  is  a  trademark  of  Intel  Corf 
COMPAQ  DESKPRO  286* are  registered  trademarks  of  Compaq  Computer  Corporation.  "Registered  U.S.  Patent  and  Trademark  Office. 


cached  $1  billion 
)mpany§  in  history 


hies,  3V2-inch  drives  and 
new  MS*  Operating 
;m/2  are  just  a  few  exam- 
that  set  us  apart. 

etter  handle  on 
lputing 

Drtable  personal  comput- 
we've  long  been  recog- 
d  as  the  world  leader. 
n  our  first  portable  to  the 


COMPAQ  PORTABLE  III  and 
now  with  the  COMPAQ 
PORTABLE  386,  we  give  users 
on  the  go  the  power  and  func- 
tionality of  a  desktop  com- 
puter. All  in  a  rugged, 
lightweight  package  built  to 
meet  the  rigors  of  the 
ln^      real  world. 

Proof  positive 

Maybe  the  best 
measures  of 
COMPAQ  comput- 
ers are  the  people 
who  evaluate  them 
and  use  them.  Admit- 
tedly, they're  a  criti- 
cal group.  That's 
why  Compaq 
engineers  our 
computers  to 
exacting 
quality 


standards  and  tests 
them  in  real-world 
situations.  This 
attention  to  detail 
consistently  earns 
us  the  highest  qual- 
ity ratings  from 
industry  experts. 
And  the  highest 
satisfaction  ratings 
from  users  at  all 
levels.  Especially 


demanding  business  users.  In 
fact,  for  all  these  reasons,  more 
FORTUNE  1000  corporations 
plan  to  add  Compaq  to  their 
approved  vendor  lists  this  year 
than  any  other  brand! 

Worldwide  service 
and  support 

High- 

performance 
computers 
are  nothing 
without 
high- 
performance  dealers.  We  have 
a  worldwide  network  of  over 
3000  Authorized  COMPAQ 
Computer  Dealers  in  over  40 
countries.  Our  Dealers  are 
specially  trained  to  match 
COMPAQ  personal  computers 
to  your  every  need.  They  also 
give  you  the  added  advantage 
and  security  of  local  service 


CPU/Memory  Performance* 


COMPAQ  PC's  — "  «£ 

outperform  IBM's  PS/2™ 
PC's  in  CPU/memory 
performance  tests. 


and  support.  For  more 
information  about 
our  products  and 
1      the  location  of  the 
|      Authorized  COMPAQ 
I      Computer  Dealer 
nearest  you,  call  1- 
800-231-0900,  Oper- 
ator 51.  In  Canada, 
call  1-800-263-5868, 
Operator  51. 

COmPAQ. 


rademark  of  Microsoft  Corporation.  IBM  PS/2  and  IBM  PC/AT  are  trademarks  of  International  Business  Machines  Corporation.  Power  Meter  is  a  trademark  of  The  Database  Group. 
2  DESKPRO  386/20™  COMPAQ  PORTABLE  386™  and  COMPAQ  PORTABLE  III™  are  trademarks  of  Compaq  Computer  Corporation.  ©1988  Compaq  Computer  Corporation. 
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return  for  a  decade.  By  then,  the  parti- 
cles had  been  encapsulated  in  waxy 
balls  called  prills. 

P&G's  Era  Plus  trumpeted  the  re- 
turn of  enzymes  in  ads  in  1981,  but 
the  word  rings  cold  to  U.S.  marketers. 
"P&G  is  test  marketing  a  new  Tide 
with  'extra  stain  removers'  and  'extra 
whiteners,'  "  says  Jay  Freedman,  an 
analyst  at  Kidder,  Peabody.  "That's  a 
signal  that  it  has  enzymes." 

Beyond  enzymes,  soapmakers  are 
working  hard  on  making  their  deter- 
gents more  convenient  to  use.  Kao's 
Attack  has  19  patents  covering  a  man- 
ufacturing process  that  condenses 
hollow  detergent  particles.  Attack  is 
so  concentrated  that  it  takes  up  only 
one-fourth  the  volume  of  convention- 
al powder  detergents  like  P&G's  Tide 
to  get  the  same  cleaning  power.  Sud- 
denly every  soaper  in  Japan — even 
Procter  &  Gamble — is  scrambling  to 
miniaturize  its  detergents. 

The  Japanese  detergents  are  not  yet 
available  in  the  U.S.  However,  Kao 
has  set  up  an  office  on  New  York's 
Madison  Avenue  to  study  the  U.S. 
market   and   last   year   purchased   a 


Kao 

Attack  detergent 

From  zero  to  30%  in  six  months. 

small  surfactant  manufacturer  in 
High  Point,  N.C.  "We  have  to  be  very 
careful,"  says  Hiroo  Inoue,  Kao's  vice 
president  in  New  York,  referring  to 
the  possibility  of  a  U.S.  Attack 
launch.  "America  is  a  very  competi- 
tive country,  and  we  need  a  huge 
amount  of  marketing  support." 

U.S.  marketers  are  still  preoccupied 
with  packaging  and  perfuming,  but 
even  these  disciplines  arc  getting  help 
from    the    scientists.    Colgate-Palm- 


olive was  first  nationally  in  no-mej 
single-washload  packets  with  its  F< 
One  Shot  last  November  but  now  h 
a  lot  of  imitators.  The  latest  m.' 
come  from  Clorox  Co.,  which  isr 
yet  in  the  detergent  business.  Clor 
has  been  testing  Act,  a  heavy-du' 
detergent  combined  with  water  so:> 
eners,  fabric  whiteners  and  enzym 
in  a  quick-dissolving  material,  itst 
an  active  cleaning  ingredient. 

The  scientists  at  New  York  Cit 
based  International  Flavors  &  Fi 
grances  Corp.  are  doing  their  part 
the  detergent  war.  The  compai 
spends  more  than  S21  million  devt 
oping  synthetic  perfumes  for,  amoi 
other  outlets,  the  detergent  mark< 
And  last  year's  most  sudden  succe 
in  detergent  marketing  was  the  ent 
to  the  U.S.  market  of  a  20-year-o 
product  whose  sole  distinguishii 
characteristic  is  that  it  contains  twi 
as  much  perfume  as  the  competitio 
The  product — Surf,  from  Unilever 
immediately  grabbed  12%  of  the  $3  i 
billion  U.S.  detergent  market.  Sur) 
selling  hook?  It  makes  your  cloth 
smell  clean.  Now,  Surf's  success  hi] 
shamed  every  American  deterge: 
maker  into  using  more  perfume- 
which  is  doing  wonders  for  IFF,  a: 
cording  to  Hercules  Segalas  of  Drex 
Bumham  Lambert.  IFF's  1987  net  wij 
up  24%,  to  $2.83  a  share.— G.S. 


Does  a  company  that  invents  a  popular 
computer  chip  have  a  duty  to  let  others  in 
on  its  good  thing?  Intel  doesn  't  think  so. 


Who's  on  second? 


By  Kathleen  K.  Wiegner 

I'ntel  Corp.'s  newest  microproces- 
sor, the  80386,  could  well  turn  out 
i  to  be  the  biggest-selling  logic  chip 
in  the  history  of  the  semiconductor 
industry.  The  80386  is  the  smarts  be- 
hind IBM's  most  powerful  new  per- 
sonal computer,  the  PS/2  Model  80, 
Compaq's  newest  offerings,  and  a 
coming  slew  of  new  32-bit  machines. 


This  year  the  Santa  Clara,  Calif.- 
based  chipmaker  should  see  revenues 
of  over  $1.1  billion  from  the  sale  of 
this  single  chip  and  its  related  periph- 
eral chips — or  nearly  half  its  estimat- 
ed 1988  semiconductor  revenues  of 
$2.3  billion.  More  to  the  point,  Intel's 
operating  profit  from  this  product 
family  could  hit  $400  million,  or  al- 
most three-fourths  of  profits  from  all 
semiconductors. 


So  popular  is  the  386,  as  the  803£ 
is  known  throughout  the  comput 
industry,   that  Intel  is  straining 
keep  up  with  demand,  running  ijj 
factories  in  Livermore,  Calif,  and  I 
rael  full  out.  It  plans  to  add  386  pr'l 
duction  at  two  more  plants  this  yeaM 
Why  is  Intel  straining?  In  the  pad 
Intel  has  ensured  adequate  supplw] 
of  its  popular  new  chips  by  licensir 
other  companies  to  manufacture  i 
designs     under     so-called     second 
source     agreements.     Though     tl 
agreements  helped  popularize  Intel 
designs,  they  also  diluted  the  con 
pany's  profits,  since  its  royalty  w; 
modest.   With   the  386,   which  co: 
$100  million  to  develop,  Intel  wan 
to  keep  all  the  profits  to  itself.  On! 
Intel  is  making  386s. 

Intel  second-sourced  the  predece 
sor  to  the  386,  the  80286,  the  16-b 
brain  used  in  IBM's  low-end  PS/2  pe 
sonal  computers,  among  others.  Bi 
by  second-sourcing  four  other  sem 
conductor  makers — Advanced  Mici 
Devices,  Harris,  Fujitsu  and  Si< 
mens — Intel  created  price  compet 
tion  for  itself  that  started  to  hu: 
when  the  supply  of  80286s  caught  u 
with  demand.  Last  year,  according  t 
the  market  research  firm  Dataques 
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This  wagon  crossed  the  Rockies 
in  seconds. 


Helping  your  business 
reach  high  levels  of  perfor- 
mance is  something  Toshiba 
facsimile  is  very  good  at. 

Because  it  lets  you  instantly 
send  business  documents  any- 
where there's  a  phone  line. 

Immediately  you're  in  a 
whole  different  league  from 
companies  who  don't  have  one. 

Because  they'll  still  be 
wrestling  with  the  problems  of 
sending  information:  Like  dead- 


lines, errors,  misunderstandings, 
travel  time  and  phone  bills. 

And  you'll  be  efficiently 
using  our  fax  machine  to  fire  off 
text  and  graphics  in  20  seconds 
or  less.* 

In  today's  fiercely  compet- 
itive marketplace,  that's  a  com- 
forting thought. 

To  learn  more  about 
Toshiba  fax  machines,  call 
1-800-635-1220.  And  hitch  your 
wagon  to  a  star. 


Learn  more  about  Toshiba  fax  systems.  Call  1-800-635-1220. 
Or  mail  coupon  to:  Toshiba  America,  Inc..  Facsimile 
Products  Group,  9740  Irvine  Boulevard,  Irvine,  CA  92718. 


Name 

Company  Name  . 
Address 


City 

Phone  ( L 


.  State  . 


.  Zip  . 


FBS-MAR 


Toshiba  facsimile.  Now  you  see  it.  i 


•Per  CCITTicsi  chan 


In  Touch  with  Tomorrow 

TOSHIBA 


«• 
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Advanced  Micro  Devices  Jerry  Sanders 
"Suddenly  there  was  no  profit." 


Science  & 
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Intel's  second  sources  supplied  a  good 
third  of  the  market  for  the  80286, 
taking  business  that  Intel  would  dear- 
ly have  liked  having  for  itself  and 
making  it  that  much  harder  for  Intel 
to  recover  its  development  costs. 

Partly  to  blame  for  Intel's  pullback 
are  the  Japanese,  who  drove  compa- 
nies like  AMD  and  Intel  out  of  large 
parts  of  the  commodity  memory  chip 
business  in  the  Eighties.  Says  Jerry 
Sanders,  AMD's  voluble  president: 
"Suddenly  there  was  no  profit  from 


20%  to  25%  of  the  market." 

So,  no  more  Mr.  Nice  Guy.  Intel 
would  keep  the  market  for  the  386  all 
to  itself,  at  least  for  the  time  being, 
even  if  that  meant  the  chips  would  be 
in  temporary  short  supply.  Conner 
Peripherals,  a  small  manufacturer  of 
hard  disk  drives,  put  some  of  the 
blame  on  Intel  for  having  to  slash  its 
1,600-employee  work  force  by  20%  in 
January.  Conner  says  the  cutback  was 
in  anticipation  of  a  slowdown  in  or- 
ders from  personal  computer  makers 
that  it  blamed,  in  part,  on  short  sup- 
plies of  the  386. 

Conner  isn't  alone  in  its  unhappi- 
ness.  Advanced  Micro  Devices 
thought  that  a  technology  exchange  it 
hammered  out  with  Intel  six  years  ago 


Lx>uji  Menucz  1'uiurc  Gro 


Gordon<  >p. 

"The  inves,  n        if.  -  esign  is  growing  astronomically.' 


gave  it  the  right  to  second-source 
386.  The  case  is  now  before  an  arbifl 
tion  judge  in  Palo  Alto.  AMD  ha 
portedly  told  the  judge  that  Intel  cl 
not  meet  existing  demand  as  long 
the  386  is  a  monopoly. 

But  Intel  is  not  the  only  semicL 
ductor  outfit  having  second  thougB 
about  second-sourcing.  "There  il 
definite  trend  to  having  a  smafl 
number  of  second  sources  on 
same  product  as  well  as  more  prl 
ucts  that  are  sole-sourced,"  saysl 
Joseph  Van  Poppelen,  vice  presidl 
of  worldwide  marketing  and  sale* 
National  Semiconductor. 

Second-source  agreements  are  I 
most  as  old  as  the  semiconductor! 
dustry  itself.  From  the  chipmak! 
perspective,  signing  up  secfl 
sources  was  a  way  for  a  small  coml 
ny  to  develop  a  dominant  market  | 
sition  for  its  newly  invented  part, 
that  end  second-source  licenses 
often  given  out  for  little  or  no  moj 
As  recently  as  1980,  for  example, 
vanced  Micro  Devices  got  close 
50%  of  its  sales  from  chips  sec 
sourced  from  other  companies. 

But  this  kind  of  deal  is  losing 
attractiveness  for  the  well-establis 
chipmakers.  Customers  quickly 
covered  they  could  drive  down 
price  by  playing  one  source  agai 
the  other.  Intel  Chairman  Gon 
Moore  told  Forbes  in  1986:  "The 
vestment  in  designing  some  of  th 
chips  is  growing  astronomically, 
one  can't  afford  to  second-souro 
broadly  as  in  the  past." 

In  the  future,  typical  relationstfl 
will  be  partnerships  more  like  AMJ 
current  relationship  with  Sony, 
two  companies  are  working  on  a  hi 
speed  version  of  a  memory  chip  ca 
a  static  random  access  memory.  A] 
provides  the  design,  Sony  the  ma 
facturing  technology.  Both  h 
rights  to  manufacture  the  chip. 

For  smaller  companies,  conventi 
al  second-sourcing  can  still  be  a 
to  turn  their  chip  into  an  indus 
standard.  Sun  Microsystems  has  b 
licensing  its  new  reduced-instruct 
set  microprocessor  to  outfits  like 
prus  Semiconductor  and  Fujitsu. 
Sun  is  in  a  different  position  t 
Intel  is  with  the  80386:  Sun  is 
one  of  a  dozen  companies  with 
sions  of  such  a  microprocessor. 

What's  at  stake  here  is  not  the  r 
rality  of  second-sourcing,  which  p 
pie  will  argue  when  it  is  conveni 
for  them.  What  is  at  stake  is  Int 
chance  of  making  a  good  profit  on 
unique  product.  Windows  of  profit 
portunity  don't  remain  open  1» 
these  days. 


160 


FORBES,  MARCH  7,  B 


Precision  Investment 


A  precision  investment  casting,  produced  by  Fansteel-Escast,  is 

an  essential  component  of  the  Marrotta  Explosion  Supression  System, 

used  in  the  turret  of  the  U.S.  Army's  Abrams  Ml  Tanks.  A  solenoid 

activated  valve  provides  the  millisecond  response  time  required  to 

chemically  suppress  the  explosive  conflagration  of 

volatile  gases  and  liquids. 

Escast  employs  a  proven  technique  called  investment  casting  to 

produce  quality  parts  such  as  the  one  featured.  A  heat  disposable 

pattern  is  invested  or  surrounded  with  ceramic  material  to  form 

a  ceramic  shell  casting  mold.  The  result:  Dimensionally,  mechanically, 

and  metallurgically  precise  parts  produced  quickly  and  economically. 

Fansteel-Escast,  one  more  reason  why  it  will  pay  you 

to  know  more  about  us. 


anrfeel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  ■  (312)  689-4900 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

State  and  federal  regulators  are  now  forc- 
ing more  stockbrokers,  financial  advisers 
and  planners  to  tell  all  to  new  clients. 


Checking  out  your 
money  mentors 


By  Michael  Fritz 


Kelly  Vickrey  wasn't  expecting 
spectacular  returns  when  he  invested 
$220,000  with  Thomson  McKinnon 
Securities  broker  Darryl  N.  Myers 
two  years  ago.  "I  was  just  looking  for  a 


conservative  investment  that  would 
earn  a  couple  percent  above  my  certif- 
icates of  deposit,"  recalls  the  58-year- 
old  former  scrap  metal  dealer  from 
Germantown,  Tenn. 

But  broker  Myers  soon  made  scrap 
of  Vickrey's  portfolio.  In  a  period  of  90 


days  his  nest  egg  had  shrunk  86%  ,1 
only  $30,000— the  result  of  allel 
fraud,  stock  churning  and  unautfl 
rized  option  trades. 

It  was  only  then  that  Kelly  Vick  y 
decided  to  do  a  little  checking  on  I 
broker  and  on  the  firm's  Mempl 
branch  manager.  He  discovered  tl 
Myers    had    gone    bankrupt    sevi 
years  earlier,  which  was  not  the  k 
of  background  Vickrey  would  exp 
from  someone  who  is  supposed  to  ] 
as  a  financial  adviser. 

What's  more,  it  turned  out  til 
John  E.  Good,  the  firm's  branch  mj 
ager,  had  previously  declared  a  Ch 
ter  7  bankruptcy  himself  after  hav: 
run  up  a  string  of  overdue  bills— i 
eluding  one  for  $25,000  in  gambl 
debts  owed  to  the  MGM  Grand  He 
in  Las  Vegas.  "Had  I  only  knoi 
about  Myers'  past,"  says  Vickr 
"you  can  bet  that  I  wouldn't  hi 
invested  with  him." 

The  sad  fact  is  that  few  invest) 
check  out  their  brokers,  investnn 
managers  or  personal  financial  pi 
ners.  They  tend  to  check  the  re| 
ences  and  background  of  their  hou 
hold  help  more  carefully.  Yet  runn: 
a  background  check  on  such  advis 
is  not  as  difficult  as  you  might 
lieve,  thanks  to  some  recent  regu| 
tory  actions. 

Brokers.  Start  by  contacting  y< 
state  securities  commission,  which 
censes  brokers  and  is  charged  wl 
protecting  the  rights  of  individual 
vestors.  The  state  administrator  <j 
supply  you  with  a  detailed  report  i 
any  disciplinary  actions  taken  agaii 
a  registered  broker  or  firm  by  tapp: 
the  Central  Registration  Deposito 
databank. 

This  50-state  computer  netwo 
jointly  operated  by  the  North  Ami 
can  Securities  Administrators  Assc 
ation  and  the  National  Association 
Securities  Dealers,  can  specify  all  p 
and  pending  state  and  federal  enfor 
ment  and  disciplinary  proceedin 
court  and  self-regulatory  body 
tions,  as  well  as  felonies.  NASAA  a 
offers  a  free  investors'  rights  gu 
that  includes  a  directory  of  state 
ministrators  (800-942-9022). 

Virtually  every  state  securities 
fice  will  answer  queries  by  phone 
in  writing  (although  details  on  pel 
ing  cases  often  cannot  be  disclose 
Three  states — Florida,  Montana  a 
Virginia — offer  toll-free  hotlines. 

The  National  Futures  Associati: 
(800-621-3570)  supplies  comparal 
information  on  commodity  futu 
brokers. 

What  about  checking  with  the  I1 
tional  Association  of  Securities  De 
ers,    the    over-the-counter    markt 


162 


-regulatory  body?  Until  very  re- 
tly,  you  were  out  of  luck  there. 
;  Association  seemed  to  be  more 
crested  in  protecting  its  own.  "Our 
t  policy  was  not  to  respond  to  in- 
ries,"  admits  NASD's  general 
insel  Frank  Wilson.  "Now  we're 
;mptmg  to  correct  that  policy." 
Leversing  its  long-standing  rule  of 
ising  to  reveal  broker  disciplinary 
tories,  the  association  expects  to 
jn  making  formal  disciplinary  and 
orcement  records  available  soon. 
:  its  belated  cooperation  with  in- 
tors  is  no  longer  so  essential.  In- 
tors  already  have  access  to  the 
ae  material  through  their  state  se- 
ities  administrators  and  the  CRD 
work. 

The  self-regulatory  bodies  that 
;rsee  the  seven  U.S.  stock  ex- 
inges  offer  another  checking 
irce,  but  disclosure  policies  vary. 
•  example,  the  New  York  Stock  Ex- 
inge  still  refuses  to  respond  to  in- 
;tor  queries  on  broker  disciplinary 
ords,  but  the  American  Stock  Ex- 
mge  will  supply  information  when 
uested. 

Df  course,  the  Securities  &.  Ex- 
inge  Commission  maintains  exten- 
e  files  on  brokers.  But  if  you  need 
:  information  in  a  hurry,  be  pre- 
•ed  to  do  the  digging  yourself  at  one 
the  commission's  public  reference 
>ms  in  Washington,  New  York  or 
icago. 

f  you  can  wait  several  weeks,  con- 
er  filing  a  Freedom  of  Information 
[uest  (Freedom  of  Information  Offi- 
j  SEC,  450  Fifth  Street  N.W.,  Mail 
)p  2-6,  Washington,  D.C.  20549). 
it  include  the  broker's  full  name 
d  the  name  and  address  of  his  em- 


ployer and  explain  that  you  would 
like  a  summary  of  any  enforcement 
and  disciplinary  actions.  The  SEC  is 
bound  by  statute  to  respond  to  FOIA 
requests  within  ten  days.  (Alas,  that's 
not  the  problem  you  might  think  it  is; 
it  receives  only  five  to  seven  such 
requests  weekly.) 

Investment  advisers.  Since  Decem- 
ber the  SEC  has  made  failure  to  turn 
over  relevent  disciplinary  informa- 
tion to  new  clients  a  violation  of  the 
Investment  Advisers  Act.  In  addition, 
advisers  who  require  prepaid  manage- 
ment fees  must  disclose  any  business 
problems  that  could  threaten  their  vi- 
ability while  under  contract  to  pro- 
vide investment  advice. 

Note:  A  lot  of  brokers  steer  clients 
to  investment  advisers  these  days  in 
return  for  a  slice  of  the  action.  Don't 
assume  that  because  your  broker  is 
squeaky  clean  the  investment  adviser 
will  be  as  clean.  It's  simple  enough  to 
check  on.  Do  it. 

Financial  planners.  Even  today,  just 
about  anyone  can  call  himself  or  her- 
self a  financial  planner,  hang  out  a 
shingle  and  open  for  business  without 
having  to  disclose  any  background  in- 
formation to  anyone  about  anything. 

The  SEC  has  no  regulatory  control 
over  this  army  of  some  150,000.  The 
industry's  own  associations  bestow 
certain  titles  on  planners  who  demon- 
strate sufficient  expertise.  But  the 
various  initials  planners  use  after 
their  names  (such  as  CFP,  for  certified 
financial  planner)  will  tell  the  inves- 
tor only  that  the  planner  has  passed  a 
program  of  six  courses  and  should  ad- 
here to  a  professional  code  of  ethics. 
But  the  organizations  have  little  pow- 
er over  disreputable  planners,  except 


to  deny  them  the  use  of  the  group's 
initials. 

Still,  the  situation  is  improving.  In 
October  the  SEC  clarified  the  defini- 
tion of  who  qualifies  as  a  financial 
planner.  As  a  result,  more  planners 
should  feel  compelled  to  register  as 
investment  advisers  and  thus  become 
subject  to  registration  and  disclosure 
requirements. 

But  banks,  attorneys,  accountants, 
engineers  and  teachers  can  still  oper- 
ate as  unregulated  financial  planners, 
provided  the  income  they  receive 
from  dispensing  financial  advice  is  in- 
cidental to  that  from  their  primary 
profession. 

In  addition,  if  the  planner  sells  in- 
surance products  directly,  as  many 
do,  you  can  check  on  his  or  her  back- 
ground with  your  state  insurance 
commissioner. 

Should  everyone  who  manages  oth- 
er people's  money  be  required  to  pro- 
vide background  and  other  relevant 
information  up  front  to  all  clients,  as 
investment  advisers  are  now  required 
to  do?  Steps  are  being  taken  now  to- 
ward that  end.  In  congressional  testi- 
mony given  in  December,  the  North 
American  Securities  Administrators 
Association,  an  organization  of  ad- 
ministrators of  state  securities  laws, 
urged  that  stockbrokers  be  required  to 
disclose  any  significant  discipline  or 
enforcement  actions  taken  against 
them  before  signing  on  new  clients. 
NASAA's  proposal  is  similar  to  the 
recent  SEC  rule  that  makes  it  a  civil 
violation  for  investment  advisers  to 
fail  to  disclose  disciplinary  informa- 
tion to  new  customers.  Its  proposal 
could  become  federal  law  as  early  as 
this  year. 


Couch  potato  panic 


cllC    c£gov      cue 


Pjiruk  Mi 


It's  a  nightmare  of  the  electronic 
age:  You  throw  the  TV  remote  out 
with  the  Sunday  paper;  you  leave  your 
answering  machine  remote  in  the 
Pittsburgh  Hyatt;  your  2-year-old 
tosses  the  garage  remote  out  the  win- 
dow on  the  beltway. 

Not  to  worry.  You  will  have  to  tol- 
erate stone-age  inconvenience  for 
only  two  or  three  weeks  at  most.  You 
will,  however,  pay  for  your  careless- 
ness. Electronics  stores  or  the  prod- 
uct's manufacturer  can  swiftly  supply 
either  a  toll-free  service  number  or  a 
list  of  local  suppliers.  The  service 
companies  are  remarkably  sympa- 
thetic and  many  need  only  a  model 
number  and  credit  card  to  get  replace- 
ments. Depending  on  the  sophistica- 
tion of  your  equipment,  it  will  cost 
you  anywhere  from  $25  to  $200  per 
remote. 

Zenith,  which  Television  Digest  esti- 
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s  15%  of  the  domestic  color 
TV  market,  sold  250,000  extra  re- 
motes last  year.  One  cause  of  remote 
rol  destruction  is  death  by 
drowning,  then  operating  while  wet. 
Since  the  unit  is  composed  of  only  a 
microchip  and  an  infrared  light 
source,  David  Kawakami  of  Sony  ad- 
vises "zapping  the  unit  with  a  hair 
dryer  for  full  recovery." 

Remotes  have  indeed  become  a  way 
of  life.  About  70%  of  all  color  televi- 


sion sets  now  sold  in  the  U.S.  have 
remotes.  Sony  estimates  that  90%  of 
its  televisions  have  the  feature. 

With  many  households  littered 
with  remote  controls,  the  consumer 
now  is  being  besieged  by  the  "univer- 
sal," or  multibrand,  remote  that  will 
link  several  units  to  one  control  unit. 
The  range  in  price  and  sophistication 
is  considerable.  Zenith's  personal 
control  center,  which  stores  three  re- 
motes and  programs  up  to  30  different 


brands,  costs  $40.  The  smallest 
now  in  stores,  CL  9's  Core  (chain 
is  Steve  Wozniak,  cofounder  of  Ap 
can  store  more  than  a  dozen  rem< 
and  can  synchronize  timed-unattt 
ed  operations.  Cost:  $199.  So  if 
world    revolves    around   your   k 
credit  cards  and  remote  controls, 
universal  remote  can  at  least  cu 
half  the  number  of  units  you 
keep  track  of — and  may  have  to 
place. — Christie  Brown 


A  shot  in  the  arm 

You  can  surely  remember  being 
vaccinated  when  you  were  a  kid — 
but  can  you  remember  what  for? 
Chances  are,  you  did  not  receive  all 
the  vaccines  routinely  given  to  virtu- 
ally all  youngsters  today.  Measles, 
mumps  and  rubella  vaccines  were  li- 
censed only  in  1963,  1967  and  1969, 
for  example.  If  you  were  then  beyond 
grade  school,  you  probably  didn't  get 
those  vaccines  as  a  youngster.  Can 
you  get  such  diseases  as  an  adult?  Of 
course.  Especially  threatening  to 
adults — pregnant  women,  for  exam- 
ple— is  rubella,  which  can  spread  to 


the  fetus,  often  causing  stillbirths  or 
birth  defects. 

If  you  think  you  may  not  have  been 
immunized  against  one  of  the  child- 
hood diseases,  you  can  get  a  blood  test 
to  see  if  you  have  antibodies  against 
them,  which  indicates  you've  either 
had  the  disease  or  the  vaccine.  But  the 
tests  are  expensive.  If  in  doubt,  there's 
little  danger  in  being  revaccinated. 

Adults  should  also  have  booster 
shots  of  the  diphtheria  and  tetanus 
vaccines  every  ten  years  to  be  sure 
they  maintain  an  adequate  level  of 
antibodies,   according  to  Dr.   David 


Fedson,  chairman  of  the  Ameri 
College  of  Physicians'  task  force 
adult  immunization.  "While 
diphtheria  and  tetanus  are  now  ra 
says  Dr.  Fedson,  "both  can  be  fa 
and  therefore  it  makes  sense  to  h 
the  booster  shots." 

A  pertussis  (whooping  cot 
booster  isn't  thought  to  be  necess 
and  neither  is  a  booster  to  the  pi 
vaccine,  unless  you  will  be  trave 
to  parts  of  the  Third  World  where 
polio  virus  is  still  active.  (The  Cen 
for  Disease  Control  annually  repi 
which  vaccinations  are  necessary 
travel  outside  the  U.S.  That  infor 
tion  is  available  from  state  and  lc 
departments  of  health.) 

Three  vaccines  that  can  be  im] 
tant  for  adults  are  those  against  h( 
titis  B,  flu  and  pneumococcal  pr 
monia,  the  most  common  adult 
tenal  pneumonia  acquired  outsid 
hospitals.  The  hepatitis  B  vaccin 
especially  recommended  for  all  he 
care  professionals — and,  these  d 
for  IV  drug  users  and  all  sexually 
tive  people.  The  flu  vaccine  is  r< 
signed  each  year  to  include  the  tl 
most  likely  prevalent  types  of  flu  i 
year.  It  is  recommended  for  chile 
and  adults  with  chronic  diseases, 
adults  over  the  age  of  65  who 
suffer  serious  flu  complications 
for  anyone  who  doesn't  want  to 
being  sidelined  for  a  week.  The  pr 
mococcal  vaccine  is  recommended 
people  with  chronic  diseases  and 
anyone  over  the  age  of  65,  bu' 
should  be  given  only  once. 

Several  other  important  vacci 
now  in  the  works  should  come  on 
market  in  the  years  ahead.  Techi 
ogy  Management  Group,  a  market 
search  firm  in  New  Haven,  Coi 
projects  at  least  31  new  and  reph 
ment  vaccines  by  the  year  2000. 

Certain  vaccines  are  now  in  dc 
opment  to  prevent  diseases  for  wh 
there  had  previously  been  no 
cine — and  often  no  treatment,  eitl 
Two  companies,  MicroGeneSys 
West  Haven,  Conn,  and  Seattle-ba 
Oncogen,  a  subsidiary  of  Bristol-M) 
Co.,  received  Federal  Drug  Admii 
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Fine  wines  improve  with  age* 
Insurance  claims  do  not 
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PANTS  ARE  THE  UNSUNG  HEROES  OF  THE 
MODERN  WARDROBE.  UNCOMPLAINING 

CARRIERS  OF  KEYS,  TICKET  STUBS, 

POCKET  CHANGE.  SILENT  SUFFERERS 

OF  COFFEE  SPILLS,  TAXI  SPATTERINGS. 

ALWAYS  ON  THE  BOTTOM,  EATING  HUMBLE  PIE, 

WHEN  SOMEBODY  TELLS  YOU  "GREAT  TIE!" 

OR  "BEAUTIFUL  BLOUSE!" 

IT  JUST  ISN'T  FAIR.  SO  WE  AT  LANDS'  END  ARE 

OUT  TO  GLORIFY  THIS  ADMIRABLE  GARMENT, 

FOLLOWING  A  CREDO  WE  CALL. . . 


Our  Stance  on  Pants 


)ffer  Pants  for  your  every 
ing  moment. 

at  pants  you  can  pull  on  first 
I  in  the  morning.  Fastidious 
s  trousers  you  can  wear  to 
c.  Square  Rigger  jeans  for  the 
kend.  Poplins.  Twills.  Wools, 
works! 

)ut  features  in  our  Pants 
;r  makers  don't. 

ng  readymade  pants  just  isn't 
1  enough.  So  we  work  directly 
the  best  manufacturers  on 
ything  from  fabric  to  fit  to 
ires,  always  taking  the  extra 
s  that  make  a  better  pant. 

carry  sizes  and  colors  other 
chants  don't  bother  with. 

'  about  Men's  Long  Rise  in  a 
ich  waist,  38-inch  inseam? 
len's  size  4?  Or  colors  that 
;e  from  basic  to  not-so-basic? 


We  price  our  Pants  below 
the  market. 

It's  a  natural  result  of  our  direct  way 
of  doing  business.  And  our  selection 
of  the  world's  most  efficient 
manufacturers. 

We  do  everything  possible  to 
make  sure  your  Pants  fit, 

including  cuffing  or  hemming  them 
any  way  you  like,  absolutely  free. 

When  all  else  fails,  and  your 
Lands'  End  Pants  just  don't 
measure  up,  we  humbly  take 
them  back,  and  refund  your 
money.  As  in  GUARANTEED. 
PERIOD.' 


Unique  our  Stance  on  Pants  may  be. 
But  it's  really  not  all  that  different 
from  the  stance  we  take  on 
everything  we  offer  at  Lands'  End. 

First,  quality.  Then,  a  price  that 
represents  real  value.  And  always, 
always  service. 

If  you're  into  Pants — and  things 
to  wear  with  them — you  owe 
yourself  a  look  at  our  catalog. 
Get  one  by  calling  us  toll-free  at 
1-800-356-4444,  or  sending  in  the 
coupon  below. 


Please  send  free  catalog. 

Lands'  End    Dept.  H-57 
Dodgeville,  WI  53595 


(ANDSKNIJ 


Name. 


Address _ 
City 


State. 


.Zip. 


Or  call  Toll-free: 

1-800-356-4444 


Careers 


An  actuary,  the  joke  goes,  is  duller  than  an 
accountant.  This  false  image  has  helped  the 
profession  stay  small — and  lucrative. 

Boring 
all  the  way 
to  the  bank 


By  William  P.  Barrett 


Barnet  N.  Berin  declines  to 
state  his  age.  Not  because  he's 
really  so  old,  but  because  he 
remembers  when  people  in  his  indus- 
try thought  him  too  young  to  be  taken 


seriously.  Now  in  his  mid-50s — curi- 
ously, he'd  rather  not  be  precise — Bar- 
net  Berin  is  one  of  the  country's  fore- 
most actuaries. 

For  most  of  the  actuarial  profes- 
sion's 200-year  history,  society  hasn't 
really  known  what  to  think  of  these 


gifted  mathematicians  whose  calci 
tions  run  the  insurance  industry. 
1948  musical  comedy  movie  Are 
With  It?  starred  Donald  O'Connor . 
fastidious  actuary  who  joins  the 
cus  after  misplacing  a  decimal  pc 
at  his  insurance  job.  Today,  the  im 
of  the  orderly  but  quirky  perfectio 
is  perpetuated  by  one  actuary 
jokingly  calls  himself  "someone 
boring  to  be  an  accountant." 

Society  can't  live  without  i 
aries.  Besides  keeping  insurance  pl| 
solvent,  actuarial  calculations  di| 
$2  trillion  in  pension  plan  assetfl 
well  as  the  $200  billion  annual  expi 
ditures  of  the  Social  Security  systi 

You  want  to  take  over  a  compi 
using  its  overfunded  pension  plait 
pick  up  some  of  the  cost?  You'll  pi 
ably  have  to  hire  an  actuary  froi 
consulting  firm  like  New  York-b; 
William  M.  Mercer,  Inc. — at  up 
several  hundred  dollars  an  hour. 
Mercer  firm's  revenues  hit  $427 
lion  last  year,  up  250%  in  four  ye 
(The  U.S.  unit  is  called  Mercer 
dinger  Hansen.) 


I   iiercei  fru   s  chief  actuary,  Barnet  Berin 
'I  got  one  of  the  sample  exam  books  on  life  contingencies.  J  was  hooked. 
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actuaries  are  boring,  they  are  bor- 
all  the  way  to  the  bank.  Novice 
aries — fresh  out  of  college,  no  ex- 
;nce — can      command      up      to 

000  a  year.  The  pay  climbs  quick- 
senior  partners  in  some  of  the 
ltry's  largest  actuarial  consulting 
s  are  said  to  pull  down  $500,000 
more  a  year.  An  actuarial  back- 
ed can  sometimes  be  a  path  into 
management.  An  example  here  is 
ert  C.  Winters,  chairman  and 
f  executive  of  the  Prudential  In- 
nce  Co.  of  America. 

hat  with  new  government  regula- 
s  concerning  benefits  plans  and  a 
d  by  companies  to  terminate 
isored  pension  plans  requiring  de- 
:d  computations, 
and  for  actuaries' 
ices  has  sharply 
eased.  The  sup- 
however,  is  tight. 
le  U.S.,  a  country 

1  1.2  million  ac- 
itants,  670,000 
yers  and  500,000 
lical  doctors, 
e  are  probably  no 
e  than  12,000  ac- 
ies.    More     than 

of  them  work  for 
irance  companies 

maybe  one-third 
independent  con- 
ing    firms.     The 

are  sprinkled  pri- 
ily    among    gov- 
nent,       academe 
the     corporate 
Id.  The  Bureau  of 
or   Statistics    fig- 
>  the  ranks  of  ac- 
les     will     swell 
rly  50%   by  cen- 
t's end — meaning 
)f  another  6,000  actuaries. 
There  are  more  positions  than  ae- 
ries," says  actuary  William  Miner 
the  Wyatt   Co.,   which   employs 
re  than  400  actuaries  and  grossed 

0  million  in  revenues  last  year, 
he  lack  of  glamour  helps  limit 
ply.  "It's  hard  to  recruit  on  cam- 
/'■says  Robert  P.  Hill,  senior  vice 
iident  and  actuary  of  Prudential, 
xh  has  about  150  actuaries.  "It's 
a  profession  that  is  well-known." 
s  Patrick  D.  Studley,  a  Met  Life 
iary:  "We  spend  half  the  time  in  a 
lpus  interview,  telling  students 
it  actuaries  are."  Some  recruiters 
they  hope  the  wave  of  investment 
k  layoffs  following  Black  Monday 

1  make  actuaries  out  of  some  erst- 
■le  dealmakers. 

ut  the  biggest  drag  on  finding  new 
aaries  is  the  rarefied  mathematical 
nts  the  job  requires.  Like  fiction 


writing  or  figure  skating,  this  is  a  pro- 
fession you  join  not  for  the  money  but 
because  you  love  the  work.  Donald  S. 
Grubbs  fr.'s  story  is  typical.  Grubbs, 
who  headed  the  Internal  Revenue  Ser- 
vice's actuarial  division  and  is  now  a 
consultant,  stumbled  on  the  field  33 
years  ago  while  teaching  high  school 
math.  "It  sounded  interesting,"  he 
says,  "so  I  went  for  it." 

The  basic  duty  of  actuaries  is  calcu- 
lating the  financing  of  insurance,  pen- 
sion, health  and  similar  plans,  mak- 
ing sure  that  current  premiums  and 
reserves  will  be  sufficient  to  pay 
promised  benefits  years  in  the  future 
while  protecting  the  insurer.  "The 
idea  is  to  determine  a  risk  as  accurate- 


Drawing  bi "Weber  D19^5  The  New  Yorker  Magazine  Inc 


Myers,  now  75,  is  probably  the 
profession's  best  known  member,  but 
Bamet  Berin  is  coming  up  fast.  After 
graduating  Phi  Beta  Kappa  with  a  de- 
gree in  math  from  the  City  College  of 
New  York  in  1951,  he  picked  up  a 
master's  in  math  and  math  statistics 
from  Columbia  in  1953.  Searching  for 
his  true  calling,  he  joined  the  Army 
and  became  a  statistician  in  ballistics 
research. 

In  his  spare  Army  time,  Berin  heard 
about  actuaries.  "I  got  one  of  the  sam- 
ple exam  books  on  life  contingen- 
cies," he  says.  "I  found  it  fascinating.  I 
was  hooked."  Deciding  to  become  an 
actuary,  he  says,  "was  simply  a  sensi- 
ble decision  to  do  for  a  living  what  I 


"In  a  zvay,  I  am  kind  of  famous.  But  you've  probably  never 
heard  of  me  unless  you  happen  to  travel  in  actuarial  circles." 


ly  and  fairly  as  you  can,"  says  Donald 
F.  Campbell,  81,  of  Chicago,  one  of 
three  generations  of  actuaries  who 
have  worked  in  the  family  firm  of  the 
same  name. 

Actuaries  apply  time-tested  formu- 
las and  equations  and  calculate  life 
spans  of  beneficiaries.  Computers  are 
a  great  help,  but  no  greater  than  sound 
judgment.  Assumptions  must  be 
made  about  inflation  and  interest 
rates,  about  trends  in  birth  rates  and 
marriage  patterns  and  the  future 
course  of  AIDS. 

"It's  a  mixture  of  art  and  science," 
says  Robert  J.  Myers,  an  actuary  in 
Silver  Spring,  Md.  As  a  young  man 
Myers  helped  Congress  create  the  So- 
cial Security  system  and  later  served 
as  its  chief  actuary  for  23  years.  Says 
Myers:  "I  love  dealing  with  the  huge 
social  problems  and  the  large  amount 
of  money  involved." 


liked.' 

Berin  started  his  ac- 
tuarial career  work- 
ing for  New  York  in- 
surance companies. 
He  authored  two  ba- 
sic texts  in  the  field: 
Pensions-.  A  Guide  to  the 
Technical  Side  and 
Fundamentals  of  Pen- 
sion Mathematics.  The 
latter  work  has  been 
translated  into  sever- 
al languages,  includ- 
ing Japanese. 

In  1974  Berin 
joined  New  York's 
William  M.  Mercer, 
Inc.  A  subsidiary  of 
the  publicly  traded 
Marsh  &  McLennan 
Cos.,  Mercer  employs 
727  actuaries,  proba- 
bly more  than  anyone 
else.  Since  1981  Berin 
has  been  the  chief  ac- 
tuary, responsible 
worldwide  for  quality 
control  and  standards. 

Fewer  than  30  American  colleges 
offer  actuarial  programs — many  with 
just  one  professor.  So  a  typical  begin- 
ner enters  the  profession  with  a  de- 
gree in  mathematics  or  economics. 
They  then  encounter  some  of  the 
most  daunting,  on-the-job  require- 
ments anywhere.  Cornerstone  of  the 
accreditation  process  is  a  10-part  ex- 
amination given  by  the  profession's 
two  societies  that  can  last  10  years. 
Only  a  small  percentage  of  applicants 
make  it  all  the  way. 

Is  a  sense  of  humor  helpful?  Sure. 
One  actuary  told  us  the  story  about  a 
dying  Irish  actuary  named  Mclntey. 
"Bury  me  in  Jerusalem,"  he  tells  his 
grieving  family.  "Jerusalem?"  cries 
his  astonished  widow-to-be.  "Yes," 
says  Mclntey.  "My  studies  show  it 
has  the  highest  resurrection  rate  in 
the  world."  ■ 
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On  a  roll 


Enc  SmntvGamma-Liatson 


Ford's  truck  chief,  Edward  Hageniocker 

"I  intend  to  be  segment  leader  in  every  segment  I  compete  in. 


Ford  Motor  Co.'s  truck  vice  presi- 
dent, Edward  Hageniocker,  is 
clearly  on  a  roll.  The  U.S.  market  for 
trucks  is  huge,  nearly  5  million  units 
a  year.  Under  Hageniocker,  a  48-year- 
old  engineer-scientist,  Ford  Truck 
Operations  probably  accounted  for 
half  the  profits  of  the  company's 
North  American  auto  operations  last 
year  and  outsold  Chevrolet  trucks  in 
1987  by  a  record  261,000  vehicles. 
Ford  outsold  GM's  two  truck  opera- 
tions combined  (Chevy  and  CMC 
Truck)  in  October-November  of  the 
new  1988  model  year.  GM  countered 
with  price  cuts  and  outsold  Ford 
handily  in  December  and  January. 

But  even  so,  Ford's  showing  is  im- 
pressive. The  big  Chevy  and  GMC 
pickup  trucks  now  on  dealer  lots  are 
new,  after  all,  while  the  basic  design 
of  Ford's  big  pickup  is  more  than  a 
decade  old.  Ford  also  is  short  of  truck 
automatic    transmissions    and    total 
capacity.  "We've  built  every- 
that  we  could  for  40  months," 
kei  says. 

ckerbecami  thief  engineer 

operation    n  1978,  when 

'  the  trucks  For.',  sells  today- 


were  developed.  He  was  in  Brazil  in 
the  mid-1980s  when  Ford  developed 
its  Cargo  medium-size  truck  there, 
which  is  now  sold  in  the  U.S.,  too.  He 
took  over  U.S.  truck  operations  in 
June  1986,  and  evidently  hasn't 
paused  for  breath  since. 

"I  took  the  lead  in  compact  trucks 
from  Toyota  in  1987,  and  I  intend  to 
hold  it,"  he  says.  It's  not  often  that 
anybody  whips  Toyota  in  anything. 
Nor  are  Chrysler's  Jeep  and  Chevy's 
Blazer  STO  safe  in  their  market  sec- 
tors. "I  intend  to  take  leadership  in 
the  compact  utility  class,"  he  says. 

Indeed,  Hageniocker  brags:  "I  in- 
tend to  be  the  segment  leader  in  every 
segment  I  compete  in."  When  it's 
pointed  out  that  this  means  whipping 
GM,  Hageniocker  answers  coldly: 
"That  could  be  a  conclusion  you 
could  draw." 

Ford  will  need  some  new  product  if 
it  is  to  overtake  everybody  from  Nav- 
istar at  the  heavy  truck  end  to  GM  in 
pickups  and  Chrysler  in  minivans. 
How  long  will  it  take?  Replies  Hagen- 
iocker: "I  intend  to  be  the  leader  by 
the  mid-1990s."— J.F. 


The  second  time  around 

It  was  very  painful,"  recalls  Dam 
Bricklin,  36.  He's  co-inventor 
VisiCalc,  the  first  electronic  sprea 
sheet  program.  It  earned  him  a  mul 
million-dollar  fortune — for  a  m 
ment.  Then  it  all  crumbled.  Brickli 
a  bearded  graduate  of  the  Harva 
Business  School,  failed  because  of  i 
timed  moves  and  competition.  Eve 
tually  his  paper  fortune  crumpled 
nothing,  and  his  company,  Softwa 
Arts,  was  dismembered  in  the  hig 
tech  equivalent  of  a  garage  sale. 

"At  least  I  was  young  when  it  ha 
pened,"  he  says.  "But  I'm  glad  I  we 
through  it — now  I  really  know  wh 
things  are  worth." 

Bricklin,  not  the  type  to  take  tl 
count  of  10  and  stay  down,  is  well  < 
his  way  toward  a  second  success  wi 
Software  Garden,  the  company  j 
founded  two  years  ago.  His  latest  so 
ware  program,  Dan  Bricklin 's  Den 
II,  creates  a  computer  simulation  th 
allows  program  creators  to  demo; 
strate  the  potential  of  their  package 
Bricklin  expects  the  program,  whi 
he  began  shipping  in  December 
$195  per  copy,  to  outsell  an  earli 
version.  This  software  may  make  hi 
rich  again,  but  Bricklin  accepts  t 
likelihood  that  it  will  never  be  t 
bestseller  VisiCalc  was.  "People 
ways  say:  'Can  you  do  it  again?' 
do  I  have  to  do  it  again?  I  had  a 
gram  that  was  a  major  influence 
the  industry  I  care  about,"  he  shru, 
"Why  do  I  have  to  do  it  again?" 

He   tells   his   rise-and-fall-and 
story  in  a  popular  lecture/slide 
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Competition  - 

the  incentive  to  do  better. 


A  bank  dealing  in  foreign  exchange  is  not  unusual. 
A  bank  doing  it  on  a  worldwide  scale,  24  hours  a 
day  and  with  UBS's  reputation  as  a  leading  market 
maker,  is  something  else  again. 

UBS -committed  to  excellence. 


n  the  United  States:  Branch  Offices  in  New  York,  Chicago, 
igeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 
n  Canada:  Toronto,  Montreal,  Calgary.    Head  Office: 
Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 
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Behind  the  Figures 


at  industry  conferences.  "People  are 
always  coming  up  to  me  afterward 
and  saying,  'That  was  me.'  They  were 
driven  under  by  a  severe  competitive 
problem  or  a  lawsuit.  But  if  you  try, 
you  can  come  back." — Laura  Jereski 


In  the  pits 

Like  many  a  young  woman  who 
studied  English  literature,  Mary 
Bergonia  came  to  New  York  in  1979 
looking  for  a  respectable  job  in  pub- 
lishing. She  was  offered  one  at  $7,000. 
"I  was  truly  the  country  bumpkin, 
having  been  raised  in  Spring  Valley, 
111.,"  she  recalls.  "But  a  good-natured 
fellow  at  Merrill  offered  me  $14,000 
to  be  an  interest  rate  futures  analyst." 

Today  Bergonia,  30,  has  traded 
country  bumpkin  status  and  become 
one  of  the  world's  biggest  institution- 
al oil  brokers,  moving  as  much  as  10 
million  barrels  of  crude  a  day  on  the 
New  York  Merc,  for  companies  in  the 
oil  business  with  some  need  to  hedge. 
She  is  a  vice  president  and  head  of  oil 
trading  at  E.D.  &  F.  Man  Internation- 
al, the  U.S.  division  of  the  200-year- 
old  British  commodity  house. 

"Oil  companies  are  hedging  today 
because  of  incredible  volatility  in  the 
markets.  They  want  protection  from 
price  risk,"  she  says.  Telling  them 
what  is  going  on  in  the  oil  futures 
trading  world  is  her  job.  "I  might  talk 
to  a  client  a  hundred  times  a  day,  but 
for  only  30  seconds  at  a  time  when  he 


is  trying  to  do  business.  I  am  really  his 
eyes  and  ears  in  the  pit." 

What's  so  important  about  talking 
to  a  broker  in  the  pit  rather  than  get- 
ting the  information  from  an  elec- 
tronic screen?  "From  the  screen  you 
can't  tell  if  the  last  trade  was  for  a 
thousand  barrels  or  a  million  barrels. 
All  you  know  is  the  price.  My  cus- 
tomers, which  presently  include  three 
of  the  six  largest  oil  companies  in  the 
world,  have  to  be  able  to  do  size  or  the 
futures  market  is  worth  nothing  to 
them.  I  am  able  to  tell  them  when 
there  is  enough  liquidity  in  the  mar- 
ket to  do  their  kinds  of  trades.  And 
because  I  know  the  pits  so  well,  I  can 
also  tell  them,  pretty  well,  who  is 
doing  what  kind  of  business." 

What  everyone  wants  to  know,  of 
course,  is  what's  going  to  happen  to 
prices.  Guesses  Bergonia:  "If  OPEC 
continues  to  hold  the  line  on  crude 
production,  I  believe  that  the  West 
Texas  Intermediate  price  will  get 
back  up  into  the  $19  to  $19.50  a  barrel 
level." — Stanley  W.  Angrist 


When  chased  by  a  bear  . . . 

We're  playing  the  hand  we've 
been  dealt,"  says  Paul  Willax, 
chairman  of  Empire  of  America,  the 
Buffalo,  N.Y.  thrift  group  (assets,  $11 
billion).  The  hand  wasn't  too  good: 
the  high-priced  deposits/low-priced 
mortgages  bind  common  to  most 
thrifts,  plus  the  Buffalo  location,  not 
exactly  the  growth  capital  of  the 
Western  World.  Even  so,  Empire  grew 
into  the  nation's  12th-largest  thrift. 

Willax  is  a  realist:  Tell  him  there's 
no  place  for  thrifts  anymore,  and  he 
might  agree — Wall  Street  hammered 
Empire's  stock  to  about  3'/2  from  its 
initial  offering  at  5s/b  in  November 


'  E.D.  (   i    If  an  International  vice  president 
Moving  up  to  10  million  barrels  of  crude  a  day. 


Empire  of  America's  Paul  Willax 
"There  are  all  kinds  of  niches." 


1986.  But,  he  says,   "We  can't 
close  the  building  and  walk  awa 
Indeed,  Empire  of  America  is  build 
a  new  $80  million  headquarters 
side  Buffalo  and  plans  to  buy  m 
failing  banks. 

Willax,  48,  the  son  of  a  bank  cle 
became  Empire's  president  in  1< 
and  refocused  what  was  a  failing  bi 
ness.  He  picked  up  16  troubled  thr 
in  California,  Texas,  Michigan 
Florida  to  give  Empire  a  national  bi 
ness,  then  began  a  broad-based  m( 
into  financial  services  ranging  fr< 
brokerage  financing  to  mutual  fi 
and  insurance  sales. 

Says  Willax:  "Our  future  is  sell 
financial  services  to  anybody,  and 
key  to  that  is  growth.  There  are 
kinds  of  niches — divorced  worn 
the  gay  community,  who  know 
Nonbanking  services,  such  as  la 
care,  even  exterminating,  are  po; 
ble.  "It's  all  connected  to  mortgage 

Last  year  Empire's  net  income 
$12.7  million,  or  46  cents  a  sbi 
well  under  the  $66  million  net 
1986,  when  gains  on  sales  of  loans  i 
investments  were  a  record  $88 
lion  pretax.  "We  still  have  a  long  i 
to  go"  to  reach  sustained  operatio 
profitability,  Willax  admits. 

His  strategy  is  risky  should  inter  I 
rates  go  up,  since  the  S&Ls  he's  bej 
buying  were  shaky  to  start  with,  A 
since  large  profits  come  from  ra- 
sensitive  loan  sales  and  onginatji 
fees;.  The  expansion  also  has  left  Ek 
pire  with  high  operating  costs,  whl 
Willax  thinks  can  be  covered  by  nu| 
growth.  But  Willax,  aware  of  1 
wreckage  around  him  in  his  indust 
tells  the  story  of  the  two  hunters  w 
were  being  chased  by  a  grizzly  be 
As  they  ran,  one  began  throwing  aw 
his  pack,  his  coat,  his  gun.  His  co 
panion  said  that  lightening  the  lc 
wouldn't  enable  him  to  outrun 
bear.  "I  don't  have  to  outrun  tl 
bear,"  came  the  answer.  "All  I  have 
do  is  outrun  you." — |.F. 


FORBES,  MARCH  7,  19 


;:«\^,^!ET"%3»1.W'aEii^:J       - 


!  ULTIMATE  GUIDANCE  SYSTEM 
FOR  PERSONAL  INVESTING. 


ii  jwServe  lets  you  fly  with 
B  >p  guns  of  investment 

( mpuServe's  combination  of  the 
*  lformation  and  decision  support 
i  ble  can  help  you  make  better 
I  nal  decisions. 

ij  »t  what  you  know,  it's 
i  you  know  it 

C  mpuServe  takes  you  straight 
I  facts  on  stocks,  mutual  funds, 
I  is,  and  other  securities,  no 
■  r  how  turbulent  market  con- 
Is  become. 

}  1  can  act  on  current  market 
a  'es  minutes  after  they  happen 
^  neck  out  tips  as  well  as  your 
Punches. 


Save  time,  make  money. 

Search  up  to  12  years  of  historical 
data,  current  facts  and  trends,  plus 
professional  forecasts  on  thousands 
of  companies.  And  measure  your 
research  time  in  seconds  ratner 
than  hours. 

We  also  provide  easy-to-use  graph- 
ing programs  and  downloading  inter- 
faces that  allow  your  spreadsheet  or 
other  software  to  use  our  data 

You're  never  alone. 

CompuServe  keeps  you  up  on 
business  news  and  information  as  it 
happens  so  you  can  follow  events 
that  affect  your  investments. 

Our  financial  forums  let  you  talk 


shop  with  other  investors,  from  the 
novice  to  the  most  experienced 

And  when  you  decide  to  act,  online 
discount  brokers  are  standing  by  ready 
to  take  your  order  24  hours  a  day  Right 
from  your  terminal. 

Get  ready  for  take-off  today. 

All  you  need  to  access  CompuServe 
is  a  modem  and  just  about  any  personal 
computer.  To  order  direct,  or  for  more 
free  information,  call  1 800  848-8199.  In 
Ohio  and  Canada,  call  1 614  457-0802. 

CompuServe 

Information  Services,  PQ  Box  20212 

5000  Arlington  Centre  Blvd.,  Columbus,  OH  43220 

An  H&R  Block  Company 


What's  the  future  of  the  Dow? 


THE  STOCK  INDEX  FUTURE 
THAT  BEST  TRACKS  THE  DOW. 

If  you  have  an  opinion  about  the  Dow,  the 
Major  Market  Index  can  help  you  profit 
from  it.  Because  it's  specifically  designed  to 
track  the  Dow  Jones  Industrial  Average,* 
the  barometer  of  the  market  used  by  most 
investors.  This  ability  to  consistently  track 
the  Dow  in  any  market  condition  makes  the 
MM  I  easy  to  understand,  explain  and  fol- 
low. And  it's  the  only  index  based  on  20 
leading  U.S.  Blue  Chip  companies  every 
investor  knows.  The  MM  I  continues  to  set 
new  volume  records,  providing  the  liquidity 
and  execution  you  want.  Look  into  the  MMI 
(Ticker  Symbol:  BC).  And  discover  the 
unique  opportunities  it  offers  in  the  Blue 
Chip  Sector.  FOR  YOUR  FREE  STUDY  ON 
MMI  TRADING  STRATEGIES  OR  OTHER 
LITERATURE,  CALL  1-800-THE-CBOT, 
EXT.  2500. 

(H  Chicago  Board  of  Trade 

S  1987.  Chicago  Board  of  Trade 


*Dow  Jones  Industrial  fuel, 
is  a  registered  trademark  ( 
Dow  Jones  &  Company!  Ii 
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ence  of  an  improving  trade  deficit  buoyed  Wall 
:t  over  the  last  two  weeks.  On  Feb.  12  the  Com- 
:e  Department  reported  that  the  December  mer- 
dise  trade  deficit  fell  to  $12.2  billion.  Helping  to 
the  trade  gap  were  record  U.S.  exports  and  shrink- 
mports  from  OPEC. 

lere  was  other  encouraging  news — good  earnings. 
le  the  Wilshire  index  of  5,700  issues  rose  1.5%  over 
ast  ten  trading  days,  earnings  gains  were  sufficient  to 


push  down  the  price/earnings  ratio  from  16.5  to  16.4.  The 
Forbes  Sales  500,  an  index  of  the  500  largest  U.S.  corpora- 
tions, climbed  1.1%  while  the  P/E  on  this  indicator  also 
declined  slightly.  Whatever  caused  the  October  crash,  it 
probably  wasn't  earnings  declines.  And  the  Institutional 
Brokers  Estimate  System  reports  that  investment  strate- 
gists (analysts  who  make  broad  predictions  about  the 
economy)  are  now  expressing  a  little  more  optimism 
about  corporate  earnings  in  1988. 


Closeup  On  the  Equity  Markets 

Performance  of  six  leading  indexes 

1  rent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

i  ist  4  weeks 

4.5 

4.4 

2.4 

4.4 

4.0 

5.0 

i  ist  52  weeks 

-9.3 

-7.8 

-9.4 

-8.6 

-12.7 

-14.2 

Stock  performance  based  on  six  key  investor  yardsticks 

1  :ent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

i  ast  4  weeks 

5.8 

8.4 

11.0 

5.8 

4.9 

7.4 

6.1 

8.9 

11.4 

6.7 

5.9 

7.3 

1  ast  52  weeks 

-5.9 

9.6 

11.3 

5.4 

-12.1 

-8.6 

-5.4 

16.2 

13.5 

-2.6 

-4.3 

7.0 

'  ure  index  reflects  p 
i  .k  s  sensitivity  too 
t  n  image,  determine 

rice  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements 
verall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are 
d  by  Wilshire  Associates 

of  equity  since  index  was 
more  stable.  4A  quantitat 

created.  "Based  on  sales. 
ve  evaluation  of  a  stock's 

11  data  for  periods  ending  2/1 1/88.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  the  Action  Is 


sion  wasn't  in  Wall  Street's  vocabulary  as  investors 
ed  up  consumer,  raw  materials  and  energy  stocks 
Qg  the  last  two  weeks.  The  best  gain  was  posted  by  the 
umer  nondurables  sector,  which  rose  2.3%.  The  hot- 
test stocks  in  this  group  were  Wendy's  International, 
Nike  and  Zayre. 
Bruno's,  which  recently  reported  a  40%  increase  in  its 


second-quarter  earnings,  was  up  21%.  Stop  &.  Shop ' 
which  is  being  sought  by  the  Haft  family,  gained  17.; 
Leading  the  consumer  durables  sector  was  Firestone ' 
&  Rubber,  which  scored  a  17.5%  gain. 

After  a  sharp  rise  in  January,  utility  stocks  inche 
0.2%.  But  Metro  Mobile  CTS  jumped  sharply  again,  ali| 
with  other  cellular  communication  stocks. 


/\/  Percent  change  in  last  52  weeks   OO   Percent  change  in  last  2  weeks 


Capital  goods 

+  50 
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0 
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Technology 
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What  the  Analysts  Think 


A  brightening  trade  balance  prompted  security  analysts  to      Among  the  issues  with  higher  forecasts:  Armtek, 
make  minor  upward  adjustments  in  their  1988  estimates      Mississippi,  Fluor,  General  Motors,  Honda,  Inco,  Inl 
for  the  raw  materials  and  consumer  durables  sectors.      Steel,  International  Aluminum,  Laclede  Steel  and  LT 


Forecasting  the  Forbes  Sales  500 

Hank  based  on 
change  in  estimate              Sector 

Istimated  1987 
EPS              >'  ' 

%  change  in  1987  estin 

Average 

Performance        earnings  per 
period                    share          P/E 

1                      Raw  material! 

S2.8-' 

11.0 

0.70% 

1.07" 

2                          C  onsutner  durables 

3.84 

12.2 

0.10 

2.42 

3                          I  ulilics 

3.04 

10.0 

-0.06 

-0.41 

latest  12  months            $2.40         15.6 
mates                3.54         10.6 

4                         (  apital  goods 

2.53 

13.9 

-0.10 

0.86 

5                          (  nnsumei  nondurable. 

2.56 

12.6 

-0.12 

-0.78 

6                          finance 

3.61 

7.4 

-0.41 

-1.91 

4.13            9.8 

Transportation 

2.48 

11.4 

-0.59 

-0.47 

8                          Encrtv 

2.80 

12.' 

-0.64 

-1.45 

9                           technology 

2.92 

11.2 

-0.74 

-1.13 

i  insi  i 
i,  |oncs&  R) 

"I 

Miniates  from  mu  ^  IKX)  securit)  analyst!  Data  arc  compiled  and  updated  continually  by  the  Institutional  Br 
v  *v  York-based  brokerage  turn 
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TEMPLETON 
GLOBAL 
INCOME 
,    FUND,  INC 

:       'A  World  of  Income" 
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The  world:  linked  today  like  never  before.  Risks  on 
one  continent  may  represent  opportunities  on 
another.  Templeton  International,  the  organization 
with  over  four  decades  of  successful  global 
investing,  offers  you  an  exciting  new  product: 
Templeton  Global  Income  Fund,  Inc. 

•  High  current  income  opportunities 

•  Monthly  dividend  payments 

•  Continuous  access  to  global  financial  markets 

•  The  Templeton  management  team 


For  more  complete  information  about  the  Fund, 
including  charges  and  expenses,  obtain  a 
prospectus  from  your  Merrill  Lynch  office,  your 
local  broker  or  call  1-800-637-7455  x8055.  Please 
read  the  prospectus  carefully  before  you  invest  or 
send  money. 

c  1988  Merrill  Lynch  Capital  Markets 


Merrill  Lynch 


Information  contained  herein  is  subject  to  completion  or  amendment.  A  registration  statement  relating 
to  these  securities  has  been  filed  with  the  Securities  and  Exchange  Commission.  These  securities  may 
not  he  sold  nor  may  offers  to  buy  be  accepted  prior  to  the  time  the  registration  statement  becomes 
effective  This  prospectus  shall  not  constitute  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  nor 
shall  there  be  any  sale  of  these  securities  in  any  state  in  which  such  offer,  solicitation  or  sale  would  be 
unlawful  prior  to  registration  or  qualification  under  the  securities  laws  of  any  such  state. 
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The  ForWes/TUCS  Institutional  Portfolio  Report 


Edited  bv  Steve  Kichen 


P|  ension  fund  managers  took  a  shellacking  in  the 
'  fall,  just  like  the  rest  of  us.  But  say  this  for  the  pros: 
They  didn't  panic  the  way  small  investors  did.  In  the 
final  quarter  of  last  year,  institutions  did  more  stock  buying 
than  selling  i  \ee  table  at  right,  "Segment performance  and cash 
flows").  Contrast  that  with  the  huge  increase  in  mutual  fund 
redemptions  that  followed  the  crash. 

The  percentage  of  institutional  portfolios  invested  in 
equity  as  of  the  end  of  the  third  quarter  of  1987,  62.7%, 
was  at  a  five-year  high.  Yet  this  warning  sign  was  largely 
ignored.  "A  30%  return  in  the  equity  market  tends  to 
draw  flies.  It  appeared  that  we  were  in  one  of  the  great  bull 
markets  of  all  time,"  remarks  Dale  Stevens,  a  vice  presi- 
dent at  Santa  Monica,  Calif.-based  Wilshire  Associates. 
W:Ishire's  Trust  Universe  Comparison  Service  keeps  tabs 
on  about  20%  of  U.S.  pension  money. 

True,  as  the  section  at  right  indicates,  professional 
investors  increased  their  cash  holdings  by  11.4%  in  the 
last  quarter  of  1987  and  by  52.9%  for  all  of  1987.  "But," 
says  Stevens,  "there  were  still  plenty  of  them  at  the  party 
when  the  cops  got  there." 

The  best  managers  during  the  fourth  quarter,  it  seems, 
were  the  market  timers,  who  turned  in  an  average  19.2% 
loss.  But  that  wasn't  much  better  than  the  23.1%  loss  on 
the  Wilshire  5000.  The  timers,  moreover,  even  if  they 
were  all  just  making  wild  guesses,  would  presumably 
have  entered  the  crash  with  a  higher  cash  position  as  a 
group  than  managers  following  other  styles.  The  group's 
average  return,  then,  doesn't  say  much  for  the  idea  of 
timing. 

At  year's  end,  institutions  had  10.4%  of  their  portfolios 
in  cash.  Fixed-income  securities  rose  from  a  26.5% 
weighting  Sept.  30  to  31.7%  Dec.  31.  On  balance,  the 
money  men  were  in  fact  liquidating  bond  holdings,  as  the 
-2.3%  figure  under  "Segment  performance/shift  in  hold- 
ings" shows.  The  increased  weighting  for  bonds,  in  other 
words,  merely  reflects  the  resurgence  of  bond  prices  and 
the  collapse  of  stock  prices.  Similarly,  equity  dropped 
sharply,  to  56.7%  of  the  typical  portfolio  (see  top  box). 

The  worst  investments  in  the  quarter  were  stocks  and 
convertibles,  with  total  returns  of  -23.5%  and  -17.3%, 
respectively.  But  there  were  ways  to  make  money  in  the 
fourth  quarter.  The  total  return  from  fixed-income  invest- 
ments was  5.2%,  about  half  from  appreciation  resulting 
from  declining  interest  rates. 


How  different  managers 

performed 

Manager  style 

Total  return5- 

recent  quarter      12  months 

24 

months4 

Diversified 

4.1% 

10.9% 

Growth 

-22.4 

5.7 

10.8 

!:   -emerging 

-226 

1.1 

S.7 

.i:er 

-19.2 

40 

11  4 

-20.0 

4.6 

10.2 

-22.1 

0.9 

9  7 

Where  the  institutions  put 

their  money 

Segment 

— Portfolio  weighting- 
most  recent        previo 
quarter              quarti 

Equity 

56.7%               62.7 

Fixed  income 

31.7 

Cash  and  equivalents 

10.4 

Convertibles 

0.8                    0.8 

Other1 

0.4                    0.4 

Equity  portfolio  characteristics 

Institutional 
portfolios 

Wilshi 
5000 

Price/earnings  ratio 

14.6 

13.5 

Dividend  yield 

3.3  % 

3.5 

Beta2 

1.07 

1.06 

Price/sales 

1.08 

1.05 

Price/book 

2.55 

2.40 

Segment  performance 

and  cash  flows 

1 

Segment 

— Most  recent  quarter — 
median              shift  in 
total            institutional 
return              holdings 

Latest  12  months* 

median             shift  i 
total            instituti  i 
return              holdin 

Equity 

-23.5% 

0.9% 

2.9% 

-3.6*  1 

Fixed  income 

5.2 

-2.3 

2.5 

-10.2    j 

Cash  equiv 

1.8 

11.4 

6.9 

52.9  ' 

Convertibles 

-17.3 

-1.0 

-2.9 

0.3 

Other1 

1.5 

-3.2 

5.5 

-6.4 

Total 

-11.2 

-1.9 

4.1 

-6.3 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 

Increase 
in 
Security                  holdings 

Total 
quarter 
return 

Security 

Decrease 

in 
holdings 

T 
qu 
re 

Eastman  Kodak 

-27.2% 

Squibb 

-2.8% 

-3 

-2 

Cray  Research            2.7 

-23.8 

Ford  Motor 

-2.4 

Tele-Commun           2.2 

-9.6 

Merck  &  Co 

-2.0 

-2 

Farmers  Group           2.2 

-16.0 

Digital  Equip 

-1.9 

-2 

Burlington  Nthrn       2.2 

-19.1 

Coca-Cola 

-1.8 

-2i 

Texas  Instr                 2.0 

-25.2 

BellSouth 

-1.7 

-1 

General  Re                  2  0 

-5.0 

IBM 

-1.7 

-: 

Alcan  Aluminium      1.8 

-24.6 

EI  du  Pont 

-1.6 

4 

Deere  &  Co                 1.8 

-10.6 

Limited 

-1.6 

4 

Alcoa                           18 

-23.6 

Procter  &  Gamble  -1.5 

-i 

capital  guaranteed  insurance  contracts       \  measure  ol  risk  A  stock  with  a  beta  of  I  (X)  tends  to  move  up  or  down  at  the 
It         orms  of  investments      'Figures  fur  24  months  are  annualized 

8"   i  i,     ed  b\  the  rrust  Universe  Comparison  Service  (TUCS*).  a  service  of  Wilshire  Associates  Santa  Monica  Calil 
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here  the  institutions 

are — and  aren't 

Most  overweighted 

relative  to  Wilshire  5000 

Most  undenveighted  relative  to  Wilshire  5000 

0     nf 

Security 

<"„  nf 

:urity 

institutional 
universe 

Wilshire 
5000 

institutional 
universe 

Wilshire 
5000 

iital  Equipment 

1.3% 

0.8% 

IBM 

2.0% 

4.3% 

pie  Computer 

0.5 

0.2 

Exxon 

1.0 

3.0 

EM 

0.5 

0.2 

Matsushita  Electric  ADR 

0.0 

1.3 

el 

0.5 

0.1 

Hitachi  ADR 

0.0 

1.1 

ilip  Morris 

1.3 

1.0 

General  Electric 

1.3 

2.3 

terpillar 

0.5 

0.2 

British  Petroleum  ADS 

0.2 

1.2 

le-Communi  cations 

0.4 

0.1 

AT&T 

0.6 

1.6 

ay  Research 

0.5 

0.1 

Royal  Dutch  Petroleum 

0.6 

1.5 

■art 

0.6 

0.3 

BellSouth 

0.3 

1.1 

xas  Instruments 

0.4 

0.2 

Glaxo  Holdings  ADR 

0.0 

0.7 

ti  rket  pros  have  been  grabbing  shares  of  Kodak  and  Cray 
learch.  Both  are  old-time  institutional  favorites  that 
Hied  into  seeming  bargains  after  the  crash.  Kodak  got  as 
lras417/g,  off  41%  from  its  early  October  high.  Cray  just 
Borted  an  18%  earnings  gain  for  1987  and  was  recently 


available  for  757/s;  a  44%  discount  from  its  high. 

Cable  operator  Tele-Communications  has  been  accu- 
mulating pension  portfolios,  as  have  Farmers  Group  and 
Burlington  Northern,  which  are,  respectively,  actual  and 
potential  takeover  targets. 


•ctor  activity  and  top  holdings 

of  institutional  portfolio:        ■    most  recent  quarter         ■    previous  quarter 

,  ipital  goods                                5.3%     6.3% 

Consumer  durables 

4.1%     4.2' 

Consumer  nondurables 

27.9%     28.8% 

total  return 

total  return 

total  return 

1  meral  Electric                                -27.7% 

1 

General  Motors 

-24.5% 

Philip  Morris 

-27.5% 

iterpillar                                           -15.4 

Ford  Motor 

-22.0 

Merck 

-23.0 

■  aerson  Electric                                -13.8 

Chrysler 

^15.9 

Eastman  Kodak 

-27.2 

i  estinghouse  Electric                      -31.5 

Goodyear  Tire  &  Rubber 

-15.5 

Sears,  Roebuck 

-34.5 

:ere  &  Co                                       -10.6 

Whirlpool 

-32.1 

Wal-Mart  Stores 

-31.3 

liergy                                             7.4%     7.8% 

Finance 

14.3%     11.8 

Raw  materials 

14.6%     15.i 

total  return 

total  return 

total  return 

xon                                                      -20.7% 

American  Express 

-35.9% 

Dow  Chemical 

-14.3% 

'  Jantic  Richfield                               -25  8 

General  Re 

-5.0 

Waste  Management 

-18.9 

lobil                                                   -19.2 

Citicorp 

-33.9 

EI  du  Pont  de  Nemours 

-26.0 

■noco                                                 -14.5 

AIG 

-24.8 

Minnesota  Mining  &  Mfg 

-20.7 

jievron                                               -25.4 

Loews 

-29.8 

Alcoa 

-23.6 

''chnology                                 15.7%     15.1% 

Transportation 

3.9%     4.1% 

Utilities 

6.8%     6.4% 

total  return 

total  return 

total  return 

M                                                      -22.7% 

Norfolk  Southern 

-23.0% 

AT&T 

-19.1% 

1  igital  Equipment                              -28.9 

Burlington  Northern 

-19.1 

Pacific  Telesis  Group 

-16.5 

ewlett-Packard                                 -17.3 

Union  Pacific 

-32.0 

Nynex 

-15.1 

H  otorola                                              -28.6 

CSX 

-24.4 

Southwestern  Bell 

-20.6 

1  ?ple  Computer                                 -25.5 

Santa  Fe  Southern  Pacific 

-27.4 

GTE 

-13.2 
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The  Funds 


As  a  vehicle  for  diversifying,  global  bond 
funds  make  some  sense.  But  dont  buy  just 
because  they  were  up  a  lot  last  year. 


Bond 
voyage 


By  John  Heins 


T|he  past  12  months  were  good 
to  mutual  funds  investing  in 
foreign  fixed-income  securities. 
The  yen's  and  mark's  rise  of  20%  and 
7%,  respectively,  against  the  dollar 
made  international  bond  fund  manag- 
ers look  smart.  T.  Rowe  Price  Interna- 
tional Bond  Fund,  for  example,  deliv- 
ered a  total  return  (interest  plus  capi- 
tal gains  and  losses)  of  18.5%  in  the  12 
months  ended  Jan.  28.  Domestic  bond 
funds  were  lucky  to  return  5%. 

The  October  crash  also  helped, 
pushing  up  bond  prices  worldwide  as 
burned  stock  buyers  looked  for  a  safe 
harbor.  For  all  of  1987, 
open-end  global  bond 
funds  tracked  by  Lipper 
Analytical  Services  were 
up  nearly  21%,  bested 
only  by  gold  funds  and  op- 
tion growth  funds. 

As  you  might  expect, 
investors  are  rushing  in, 
and  fund  sponsors  are 
rushing  to  sell  to  them. 
The  number  of  foreign 
bond  funds  more  than  tri- 
pled last  year,  to  25,  while 
fund  assets  rose  four 
times,  to  $2.4  billion.  A 
backlog  of  registrations 
for  new,  similar  funds  has 
piled  up  at  the  Securities 
&  Exrhange  Commission. 

So  Alan  Brown, 

Shearson 

<>bal      Bond 

;    ci.niplain- 

ingr  ,  n 


reason,  just  as  a  short-term  play  on 
the  dollar's  going  down,"  Brown  says. 
"The  more  prudent  long-term  argu- 
ment is  that  you  shouldn't  keep  all 
your  eggs  in  one  basket." 


is  tha' 
ing  w; 


vest- 
ing 


Playing 

world  bond  markets 

Avoiding  U.S. -dollar  bonds  paid  off  for  global  bond  fund 
managers  as  the  dollar  fell.  Below,  the  largest  funds, 
with  managers'  current  bets  against  the  dollar. 

Total  return         Non-U. S.  holdings1 
Fund                               (latest  12  months)       (%  of  portfolio) 

Maximum 
load 

T.  Rowe  Price 

International  Bond 

18.5% 

76% 

none 

PaineWebber  Master 
Global  Income 

17.22 

90 

5.00%' 

Mass.  Financial 
Intl  Trust-Bond 

15.1 

75 

7.25 

Merrill  Lynch  Global 

142 

9i 

4.00J 

Intl  Cash-Global  Cash 

14.2 

75 

1.25 

Shearson  Lehman  Global  Bond    13.3 

25 

5.00' 

Fidelity  Global  Bond 

11.8 

71 

none 

Templeton  Income4 

4.9 

43 

8.50 

Salomon  Brothers  World 
Govt  Bond  Index 

14  3 

iini  assets,  after  hedging     -'Started  operation  5/27/87 
'Ba<  k  end  lo.ni     'Balanced  tund 

Sow  ce&i  i/)/»t  Analytical  Services;  Salomon  Brothers; funds 

Brown  makes  a  good  point.  U.S.,. 
sues  make  up  roughly  half  of  the  \\ 
ter  than  $7  trillion  worldwide  di 
market.  Foreign  bonds  obvioujr 
won't  always  outperform  U.S.  boij 
or  always  benefit  from  a  falling  dol  I 
but  they  will  often  move  in  differ  i 
directions  and  with  different  maj- 
tudes.  In  theory,  then,  it  should  e. 
possible  to  create  an  internation; 
diversified  basket  of  bonds  that  of 
as  much  in  expected  returns  as  a  fai 
aggressive  U.S. -only  portfolio, 
with  slightly  less  volatility. 

Last  year  the  total  return  on 
government  bonds  was  1.9%.  Wi 
out  currency  gains,  Australian  boi 
returned  18.8%,  British  bonds  15 
In  U.S.  dollar  terms,  the  gains  w 
much  higher.  There  will  be  ye 
when  foreign  bonds  perform  terri 
for  U.S.  investors,  of  course,  but  im 
national  diversification  should  de.' 
er  a  better  reward-to-risk  ratio  o 
the  long  pull.  "Not  looking  at  fore 
bond  markets  is  like  only  buy 
stocks  with  ticker  symbols  from  / 
K  and  ignoring  everything  else,"  s 
Brown.  He  says  a  U.S.  investor  sho 
put  about  25%  of  his  total  fixed 
come  holdings  in  foreign  bonds. 

Most  foreign  bond  funds  are 
called  global  funds,  which  invest 
the  U.S.  as  well  as  in  foreign  marki 
But  beyond  that,  the  funds  are  of 
structured  differently.  The  Tem[ 
ton  Income  Fund,  for  example,  cc 
petes  for  the  same  customers  bu 
better  described  as  a  1 
anced  fund.  It  puts  a  th 
of  its  assets  in  equit 
Huntington  Advisers' 
ternational  Cash  funds 
vest  only  in  money  rr 
ket  instruments  and  o 
both  diversified  and 
gle-currency  portfolios 
Current  market  th 
nes  also  differ.  Edw 
Taber,  portfolio  mana 
of  T.  Rowe  Price's  In 
national  Bond  Fund, 
Nimrod  Fachlcr,  who  n 
the  PaineWebber  Mas 
Global  Income  Fund, 
U.S.  dollar  bears.  Ta 
likes  British  and  Du 
bonds.  Fachler  likes  A 
tralian  bonds,  which ' 
hvered  a  29%  total  reti 
to  U.S.  investors  last  yt 
lames  Hocking,  w 
runs  Templeton  Inco 
Fund,  disagrees.  He  1 
55%  of  his  bond  holdi) 
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:  U.S.,  betting  that  a  slower  econ- 
will  lead  to  a  further  fall  in  U.S. 
;st  rates.  Brown  of  Shearson  is 
more  bullish  on  the  U.S.  dollar, 
some  75%  of  his  portfolio  either 
liar  securities  or  in  foreign  secu- 
with  offsetting  currency  hedges, 
with  U.S.  bond  funds,  investors 
be  wary  of  yield  figures,  since 
can  be  made  artificially  high  at 
xpense  of  the  investor's  capital, 
r's  fund,  for  instance,  has  been 
ig  U.S.  Treasurys  with  coupons 
>und  15%  that  mature  in  one  to 
/ears.  Since  these  don't  have  a 
r  yield  to  maturity  than  other 
-term  Treasurys,  the  high  cou- 
s  offset  by  a  loss  of  principal. 
iat's  the  right  number  to  look  at? 
return?  This  is  a  better  measure 
rformance,  but  even  it  can  be 
:ading.  Most  of  the  performance 
global  bond  fund  over  a  short 
d  is  due  to  currency  fluctuations, 
rific  12-month  total  return  may 
nothing  more  than  that  the  dol- 
as  weak  last  year. 
)ok,  the  dollar  has  been  generally 
,"  says  Fachler  of  PaineWebber. 
trick  will  be  how  to  [make  ex- 
it returns]  when  the  dollar  is  rel- 
ly  strong."  The  investor,  then,  is 
to  look  at  total  return,  but  only 
;side  the  performance  of  the  dol- 
'er  the  same  period, 
lat  else?  Fees.  Sales  loads  and/or 
al  expenses  on  foreign  bond 
;  can  be  very  high.  Many  of  the 
st  funds — T.  Rowe  Price's  and 
ity's  are  notable  exceptions — 
front-  or  back-end  loads  and  have 
al  expense  ratios  of  as  high  as  2% 
:t  assets.  Huntington  Advisers' 
al  Cash  fund  charges  a  1.25% 
charge  and  has  a  more  than  1.5% 
al  expense  ratio — all  for  a  fund 
ntly  yielding  about  4% . 
(uidity  can  be  a  problem,  al- 
^h  not  with  government  issues 
the  bigger  markets  of  Japan,  Brit- 
ad  West  Germany.  In  November 
ler  of  PaineWebber  had  to  buy 
aillion  worth  of  Spanish  treasury 
almost  entirely  at  auction,  be- 
:  the  secondary  market  was  so 
It  turned  out  to  be  an  excellent 
itment,  but  had  the  market 
:d  sharply  against  him,  or  if  he 
lad  to  sell  the  bills  because  of 
y  redemptions  by  fund  holders, 
ler  says,  it  would  have  been  hard 
t  a  decent  price. 

;uidity,  of  course,  would  be  all 
reater  a  problem  for  individuals 
ig  foreign  bonds  directly.  So 
d  foreign  withholding  taxes, 
h  funds  often  circumvent  by  sell- 
with  the  agreement  to  buy  back 
—just  before  a  coupon  is  paid.  ■ 
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IRA: 

Still  a  great 
idea. 


The  Power  of  Tax-Deferred  Compounding 

$2,000  per  year  for  30  years,  28%  tax  bracket 


$999,914 


$361,887- 


$108,740 


$139,522- 


$209,960 


$424,460 


Annual  Growth  Rate      5% 


10% 
Non-tax-deferred 


15% 
Tax-deferred 


Compare  the  performance  of  an  IRA  to  a 
taxable  investment,  and  you'll  see  why  an 
IRA  is  still  a  great  idea.  Even  if  your  IRA 
contributions  aren't  tax-deductible,  your 
earnings  grow  tax-deferred.  The  difference 
over  the  years  can  be  dramatic! 

Where  you  invest  makes  a  difference,  too.  For 
example,  two  of  Twentieth  Century  Investors' 
mutual  funds,  Select  and  Growth  Investors, 

have  recorded  annual  compound  growth  rates 
of  19.8%  and  18.6%  for  the  past  15  years!  While 
past  performance  is  no  guarantee  of  future 
results,  a  Twentieth  Century  IRA  is  still  a  great 
idea.  Write  or  call  for  a  free  Information  Kit 
and  Prospectus.  Please  read  the  Prospectus 
carefully  before  investing. 

Call  toll-free:  1-800-345-2021 


Please  send  a  free  Prospectus  to: 


Name 


Address 


City: 


State: 


ZIP 


mm? 


INVE    STORS 


No-Load,  No-Minimum  Mutual  Funds 
fbs        P.O.  Box  419200,  Kansas  City,  MO  64141-6200 
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bwthatweVe 


dropped  the  lighting  from 

ourname, 

the  future  is  even 

brighter. 


We're  now  Pacific  Enterprises. 

It's  a  name  more  descriptive  of  our 
expanding  corporate  mission.  And  indic- 
ative of  a  business  that  is  more  diversi- 
fied, more  venturesome,  more  dynamic. 
In  the  area  c  f  i  itility  operations  through 
Southern  Can:  nia  <  las  Company 


Retailing  through  Thrifty  Drug  an 
Big  5  Sporting  Goods.  Oil  and  gas 
exploration  and  production  throu 
Terra  Resources,  Inc. 

In  short,  even  with  no  lighting, 
tomorrow  looks  brighter  any  way] 
look  at  it. 


Pacific  Lighting  Corporation  is  now 

Pacific  Enterprises 


i 


Capital  Markets 


MONEY  &  INVESTMENTS 


5  elds  on  Treasurys  look  good  to  Japa- 
hse  investors — which  is  a  good  thing, 
hnsidering  how  much  they  own. 

BUYING  PRESSURE 


By  Ben  Weberman 


1 1  any  surprise  that  four  Japanese 
d  lers — Daiwa,  Nomura,  Nikko 
a  1  Yamaichi — account  for  an  esti- 
r  ted  $13  billion  a  day  in  U.S. 
Tasury  issue  trading,  12%  of  the 
t  U?  Just  keeping  up  with  demand 
f  n  investors  back  home  would 

I  p  them  pretty  busy.  Of  $2  tril- 

I I  in  Treasury  debt  outstanding, 
■  including  holdings  by  federal 
a  ncies,  Japanese  investors  own 
fciut  $100  billion. 

apanese  ownership  of  U.S.  paper 
i  blessing  and  a  curse.  Blessing,  in 
It  t  some  nation  of  frugal  workers 
c  there  is  willing  to  fund  our  defi- 
c  i.  Curse,  in  that  a  sudden  disaf- 
ftion  for  the  U.S.  fixed-income 
r  rket  by  Japanese  owners  would 
c  ise  a  serious  market  decline. 

Vhat  is  the  likelihood  of  a  mass 
1 1  by  Far  Eastern  investors?  There 
i  ;ood  reason  to  believe  the  chance 
i  low.  Japanese  bonds  don't  pay 
fvy  much.  Ten-year  government 
i  :es  were  paying  4.2%  recently, 
>  en  U.S.  Treasurys  of  the  same 
t  tuhty  were  paying  8.1%.  To  a 
)  l-based  owner,  the  dollar  bond  is 
4>ad  buy  only  if  the  dollar  falls 
s  inst  the  yen  fast  enough  to  wipe 
I:  the  four-percentage-point  yield 
S'antage  in  the  U.S.  A  Japanese 

/  Weberman  is  a  senior  editor  of  Forbes 
utazine 


investor  will  be  worse  off  in  U.S. 
Treasurys  if  the  dollar  falls  roughly 
4%  against  the  yen  annually,  or 
about  32%  over  ten  years. 

To  be  sure,  the  dollar  has  fallen 
further  than  that  in  less  than  a  de- 
cade—indeed, in  less  than  two 
years.  But  the  fall  can't  go  on  forev- 
er. On  the  basis  of  comparative  pur- 
chasing power,  the  dollar  may  al- 
ready be  undervalued.  That's  why  a 
cup  of  coffee  costs  $3  in  Tokyo  and 
a  cab  ride  from  the  airport  $120. 

The  inflow  of  Japanese  money, 
therefore,  will  continue.  This  helps 
explain  why  my  friends  among  gov- 
ernment bond  dealers  can't  under- 
stand continued  strength  of  the 
market  even  though  prices  have  al- 
ready gained  substantially  since  the 
beginning  of  October.  They  take  an 
almost  entirely  domestic  view  of 
forces  on  the  market  and  have  con- 
cluded that  the  market  has  moved 
so  far  ahead  of  recent  Federal  Re- 
serve credit  easing  that  prices 
would  have  to  fall  before  another 
upward  movement  begins.  Over- 
looked is  the  relentless  buying  pres- 
sure from  abroad. 

Much  of  this  overseas  demand  is 
through  foreign  dealers  authorized 
to  do  business  with  the  Fed — prima- 
ry dealers,  in  other  words.  Japanese 
investors  feel  most  comfortable 
dealing  with  other  Japanese.  On  the 
other  hand,  the  securities  firms  rec- 
ognize a  need  for  American  traders 
who  understand  American  markets. 
Thus,  Daiwa  has  hired  William 
Brachfeld,  a  former  Salomon  Broth- 
ers partner  in  charge  of  government 
bond  trading,  to  head  its  trading 
here.  Nomura  hired  John  Niehenke, 
formerly  in  charge  of  debt  manage- 
ment as  a  deputy  assistant  to  the 
U.S.  Secretary  of  the  Treasury.  Nik- 


ko took  Stephen  Axilrod,  former 
staff  director  of  the  Fed's  Open  Mar- 
ket Committee. 

The  Japanese  are  in  the  Treasury 
market  for  the  long  haul,  and  they 
have  a  lot  of  staying  power.  The  big 
four  cited  above  have  $21  billion  in 
equity  and  $93  billion  in  assets 
combined,  making  them  substan- 
tial competition  for  U.S.  invest- 
ment banking  houses. 

Vigorous  expansion  of  trading  for 
the  Japanese  is  easily  visible  from 
the  hot  seat  of  Chris  Ohmura.  He 
works  in  New  York  right  at  the 
heart  of  the  U.S.  trading  operation 
of  Tokyo's  $24  billion  (assets) 
Daiwa  Securities  Co.  Ltd.  and  whol- 
ly owned  $2  billion  (assets)  Daiwa 
Securities  America. 

Ohmura,  a  39-year-old  deputy 
general  manager  of  the  parent  com- 
pany, does  double  duty  watching 
the  parent  company's  own  portfolio 
of  U.S.  bonds  and  heading  fixed-in- 
come trading  in  New  York  for  Japa- 
nese accounts.  He  sits  at  a  trading 
desk  covered  with  layers  of  quota- 
tion screens  only  a  few  feet  from 
close  associate  Brachfeld,  an  execu- 
tive vice  president  of  Daiwa  USA. 
Brachfeld  heads  fixed-income  opera- 
tions for  American  accounts. 

Japanese  investors  have  different 
priorities  from  their  U.S.  counter- 
parts, Ohmura  says.  They  shun  the 
derivative  securities  and  computer- 
ized trading  so  favored  here.  So  Oh- 
mura has  to  think  like  a  Japanese 
when  dealing  with  his  home  market 
and  like  an  American  when  operat- 
ing on  Wall  Street.  For  example,  he 
says,  "We  trade  primarily  in  the 
cash  market  and  avoid  futures,  op- 
tions and  other  exotic  instruments 
for  now."  Even  during  quarterly  re- 
fundings  of  maturing  Treasury  obli- 
gations, when  as  much  as  $27  bil- 
lion of  securities  are  marketed  by 
the  Treasury  over  a  three-day  peri- 
od, the  firm  does  some,  but  not 
much,  hedging  of  its  position.  It 
concentrates  on  buying  for  the  long 
term,  whether  for  its  own  account 
or  for  a  Japanese  corporation,  insur- 
ance company  or  individual. 

Where  does  all  this  leave  the  U.S. 
investor?  In  some  pretty  good  com- 
pany if  he  buys  long-term  Trea- 
surys. The  IVis  of  2016,  for  exam- 
ple, yield  8.3%  to  maturity.  This  is 
a  good  deal  less  than  the  10.3% 
available  last  October  just  before 
stocks  crashed  and  bonds  rallied. 
But  it  is  more  than  the  7.6%  yield 
reached  at  the  peak  of  the  bond  bull 
market  in  early  1987.  ■ 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


Foreign  money  is  not  pulling  out  of  the 
U.S.  market.  It  isnt pouring  in,  either. 


IN  A  NEUTRAL  MODE 


By  Susan  Lee 


In  the  wake  of  the  October  crash, 
what  is  the  foreign  money  doing?  In 
talking  with  a  lot  of  pros  who  man- 
age big  foreign  money,  I  find  that 
their  portfolio  weightings  in  the 
U.S.  remained  fairly  constant  de- 
spite October's  crash.  Indeed,  if 
they  were  frightened  at  all,  that  was 
at  least  partly  balanced  by  the  fact 
that  the  damage  was  global.  Besides, 
U.S.  stocks  are  a  lot  cheaper  now. 
Takeo  Nakamura  of  Nomura  Secu- 
rities says:  "Last  spring  we  thought 
the  market  was  fairly  valued  at  the 
2000  level,  but  then  the  market 
kept  rising  and  it  was  very  hard  for 
us  to  chase  it.  In  that  sense  we  are 
more  comfortable  this  year." 

So,  by  and  large,  foreigners  are  not 
yanking  money  out  of  U.S.  equities. 
Oaiwa  International  Capital's  re- 
sponse to  October  was  typical;  it 
pulled  back  slightly,  reducing  the 
weighting  of  U.S.  stocks  in  its  port- 
folio from  36%  to  33% .  Ben  Wrey  of 
Henderson  Administration  Group 
also  shrank  his  US  exposure,  but 
it's  still  his  heaviest  overseas  in- 
vestment. "I  think  it's  still  the  best 
value,  he  says.  Somewhat  atypical, 
however,  was  Masaru  Izumi  of  Ya- 
tvaichi  Capital  Management,  who 
actually  upped  his  weighting:  Be- 

editor  <>/'  Forbes 


fore  the  crash  he  was  30%;  he  is 
now  over  50%. 

No  question,  then,  that  foreign 
investors  are  not  as  skittish  as  some 
had  feared  precrash.  Not  that  they 
are  brimming  with  optimism: 
Among  the  foreign  pros,  estimates 
on  the  Dow  this  year  range  from  "a 
sideways  drift"  to  2300.  Not  a  lot  of 
downside  risk,  but  a  rather  limited 
upside  potential. 

One  possible  cap  on  an  up  mar- 
ket, they  fear,  could  be  competition 
from  bonds.  Many  investors  equate 
volatility  with  risk,  and  since  there 
is  now  a  perception  of  greater  vola- 
tility, investors  will  want  equities 
to  give  them  greater  returns  or  they 
will  turn  to  fixed-income  securities 
to  give  them  less  risk.  In  other 
words,  there  may  be  a  shift  out  of 
the  stock  market  and  into  high- 
grade  bonds. 

The  watchword  for  these  money 
managers  is  "stable."  They  think 
that  interest  rates,  inflation  and  the 
dollar  will  be  stable  at  current  lev- 
els Ditto  for  the  economy.  While 
nobody  is  expecting  a  recession — at 
least  not  anytime  soon — nobody  ex- 
pects a  burst  of  growth,  either. 
(Even  the  bullish  Izumi  estimates 
GNP  growth  this  year  at  only  2%.) 
And  concern  about  the  federal  bud- 
get deficit  seems  to  be  balanced  by 
optimism  on  the  shrinking  trade 
deficit. 

The  only  action  is  coming  from 
sector  rotation.  Money  managers 
think  that  U.S.  consumers  are  run- 
ning out  of  leverage  but  that  eco- 
nomic momentum  will  be  sus- 
tained, in  part,  by  capital  spending 
demand  from  domestic  manufactur- 
ers The  story  runs  like  this:  Since 
big  industry  is  running  close  to  ca- 
pacity, business  is  going  to  have  to 


expand,  and  the  bet  is  that  firn 
will  use  more  domestically  sourct 
machinery  and  material.  Thu 
money  runners  are  switching  out 
consumer  stocks  and  into  manufa 
turing,  capital  spending  and  tec 
nology  stocks. 

On  the  heavy  end  of  things, 
found  support  for  Caterpillar,  Na 
istar  and  Boeing,  and  suppliers  sue 
as  Birmingham  Steel,  which  ope 
ates  six  minimills.  Bethlehem  Ste 
is  also  a  hot  name.  Richard  Katz 
N.M.  Rothschild  International  say 
"It's  pretty  cash-rich,  and  it's  in  ,- 
industry  working  almost  at  capac 
ty,  so  it's  become  a  company  with 
transformed  balance  sheet  and  ve: 
good  earnings."  In  small  manufa' 
turing,  names  I  hear  include  3M  ar 
Black  &  Decker. 

In  technology,  Ben  Wrey  lik 
Hewlett-Packard  and  IBM.  He- 
Kemp  of  Daiwa  International  h..< 
gone  heavily  into  capital  spendii 
electronics:  Texas  Instruments, , 
pie  Computer  and  Parker-Har 
the  supplier  of  components  to 
dustrial,  automotive  and  aerospai, 
companies.  And  Nakamura  is  hoi 
ing  on  to  his  Avnet,  Sun  Micros? 
terns  and  Command  Corp. 

It's  clearly  thumbs  down  for  i 
sumer  goods  and  thumbs  up  f 
manufacturing,    but   beyond 
the  consensus  disappears.  Some  fc 
eign  money  managers  have  be 
buying  defensive  and  interest-ratj 
sensitive  companies.  Names  he" 
include  insurance  companies  lil 
American  General,  General  Re 
Chubb    Corp.    Others    are   up  fJi 
banks,  such  as  J. P.  Morgan  and  Hr| 
Wachovia. 

But,  as  I  said,  opinion  is  mixed, 
bunch  of  money  managers  fig 
that  without  much  hope  for  fallir 
interest  rates,  utilities  and  intere 
rate-sensitive  stocks  are  no- 
Thus,  while  Izumi  picked  up  Ba 
nett  Banks  and  Fleet/Norstar,  N 
kamura  just  sold  Barnett  Banks 
Fleet/Norstar;  he  thinks  the  comp 
nies  are  good  but  that  the  mac 
environment  is  not. 

If  these  people  sound  a  bit  cfl 
tened,  they  have  good  reason  to  1 
Foreign  investors  were  hit  hardc 
than  U.S.  investors  last  year;  tht 
had  the  double  whammy  of  the  O' 
tober  crash  and  wicked  losses  oj 
foreign  exchange.  Nonetheles 
these  global  types,  particularly 
Japanese,  all  say  that  they  are  in  I 
U.S.  market  for  the  long  haul.  F( 
the  short  haul,  they're  hoping  for 
quiet  dollar  and  a  calm  market. 
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How  to  weather  theIRS 

and  still  save 

your  money 

for  a  rainy  day. 


E's  not  unnatural  to  want  to  save  what  you 
I  Vnd  SteinRoe  Tax-Free  Mutual  Funds  let 
■  just  that. 

I.ny  of  our  four  tax-free  funds  can  help 
t  you  from  a  good  soaking  by  the  IRS.* 
I  can  keep  more  of  what  you  earn.  For 
iqient.  For  college.  Or  for  a  rainy  day. 
Ell  SteinRoe  funds  are  100%  no-load,  too. 
ii  also  lets  you  avoid  commissions.  So  all 
lioney  goes  to  work  for  you. 
B  if  course,  the  funds  vary  in  yield  and  risk. 
I;y  provide  a  regular  source  of  income 
it  uld  be  an  attractive  alternative  to  today's 
Inarket. 

•/e'll  be  happy  to  explain  the  differences 
|jn  the  funds.  So  you  can  decide  which  fund 
■Dmbination  of  funds  —  is  right  for  you. 
or  more  information  about  the  four 
i  .oe  Tax-Free  Mutual  Funds,  send  us  the 
jji  or  give  us  a  call  at  1-800-338-2550, 
lirs  a  day.  And  learn  how  you  can  weather 
I S  and  still  save  your  money  for  a  rainy  day. 

H  u>  be  subject  to  state  and  local  tax  and  federal  alternative  minimum  tax. 
I  ihare  price  will  fluctuate. 


Yes,  I'm  interested  in  not  getting  soaked  by  the  IRS. 
Please  send  me  more  information,  including  management 
fees  and  expenses,  on  SteinRoe  Tax-Exempt  Money  Fund. 

Managed  Municipals,  Intermediate  Municipals  and 

High- Yield  Municipals.  I  will  read  the  prospectus  carefully 

before  I  invest  or  send  money. 

Name 


~l 


Daytime  Phone  ( 

SteinRoe  Mutual  Funds  •  RO.  Box  1143 
Chicago,  IL  60690  •  1-800-338-2550 

50588053TEFR 

ill  Stein  Roe 

MUTUAL.      FUNDS 

1-800-338-2550 
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MONEY  &  INVESTMENTS 


The  bottom  wasn't  Oct.  19,  it  was  Decem- 
ber. Those  who  cant  see  the  difference 
have  been  missing  a  whopping  rally. 

THE  QUIET  BULL 


By  Kenneth  L.  Fisher 


Stocks  have  been  rising  nicely — 
since  December.  True,  the  Dow  and 
the  S&P  500  are  basically  flat,  but 
they  measure  only  part  of  the  mar- 
ket. The  Value  Line  Composite,  by 
far  the  best  measure  of  the  average 
stock,  rose  16.5%  from  Dec.  4  until 
fan.  30.  The  O-T-C  Composite,  an- 
other broad  gauge,  was  up  1 7.7% — a 
rally  by  anyone's  standards.  The 
most  bullish  feature  of  this  bear 
market  rally  is  that  no  one  notices 
it.  They  see  only  part  of  the  market. 

There  are  so  many  short-term 
bullish  signs  now  that  it's  a  miracle 
everyone  seems  so  beanshly  blind 
to  them.  The  fact  that  sentiment  is 
so  awfully  negative  is  in  and  of  itself 
positive.  In  talking  to  investors,  I 
continually  hear  about  "when  the 
other  shoe  drops."  Everyone  can  en- 
vision another  big  down  day,  but 
few  seem  able  to  imagine  a  200- 
point  up  day.  We  have  more  than 
100  clients,  and  I  interact  with  lots 
of  pros.  Not  one  in  ten  thinks  stocks 
can  sustain  any  significant  advance. 
That's  bullish  as  the  devil. 

So  is  the  fact  that  insiders — top 
managers  and  board  members — are 
on  a  buying  spree  of  almost  unprec- 
edented magnitude.  Big  insider  trad- 

U  i    ■.    ide  < (////'  based 
v  lie  has  written  two  hooks 
and  Super  Stocks 


ing  has  usually  had  uncanny  accura- 
cy in  being  on  the  right  side  of  big 
moves.  Normally,  there  are  at  least 
two  insider  sales  for  every  buy. 
Since  October  this  ratio  has  flip- 
flopped.  Buys  lead  sales  almost  2-to- 
1 — mostly  in  second-tier  stocks.  To 
eyeball  this  yourself,  get  Vicker's 
Weekly  Insider  Report  (Post  Office 
Box  "59,  Brookside,  N.I.  07926), 
which  details  all  insider  trades — 
right  off  government  filings. 

The  current  blindness  to  the  rally 
started  with  the  view  that  stocks 
bottomed  on  Oct.  19  and  then  re- 
bounded. Pure  fiction.  The  market 
as  a  whole  didn't  bottom  until  early 
December.  The  rest  is  mirrors. 
First,  look  worldwide,  where  the  big 
moves  always  occur.  For  speed's 
sake,  look  at  the  back  of  Investor's 
Daily,  which  graphs  stock  trends  in 
markets  around  the  world.  The  bot- 
toms came  in  early  December. 

Then  look  at  American  stocks, 
but  do  it  the  way  few  do,  with  some 
smarts  about  how  the  indexes  work 
that  measure  our  stocks.  First,  for- 
get the  Dow  [ones  industrials.  Yeah, 
it  bottomed  on  Oct.  19,  but  it's  a 
silly  index.  It  covers  only  30  stocks, 
and  in  a  most  bizarre  and  often  dra- 
matically misleading  manner  (de- 
tailed in  my  Apr.  6,  1987  column). 

Then  skip  the  also  much  over- 
used S&P  500.  As  I  see  it,  the  index 
doesn't  exist.  It's  really  what  I  call 
the  S&P  151.  It's  a  "market  capital- 
ization weighted"  index.  It  covers 
500  stocks,  but  each  one's  influence 
within  the  S&P  depends  on  what 
the  market  says  the  whole  outfit  is 
worth  (price  times  shares  outstand- 
ing). So,  by  chance,  the  top  100  mar- 
ket cap  stocks  make  up  about  two- 
thirds  of  the  S&P  500's  results.  If 
the  bottom  20%  (or  100)  of  the  com- 


panies in  the  index  dropped  off  tl 
face  of  the  earth,  it  would  drop  tl 
S&P  500  by  only  about  2%. 

Turn  instead  to  the  Value  Lii 
Composite.  It  has  two  big  adva 
tages.  First,  it  covers  the  san 
stocks  as  the  S&P  does,  but  it  ah 
covers  another  1,200  smaller  stoc 
that  the  more  commonly  watchi 
indexes  miss. 

Second,  Value  Line  is  unweigh 
ed— meaning  that  each  and  eve 
stock  has  about  the  same  impact  ( 
the  index,  which  is  much  the  san 
way  a  portfolio  works.  So  when  t 
1,700-stock,  unweighted  Value  Li 
Composite  moves,  it  is  our  best : 
flection  of  the  average  Americ 
stock.  Its  bottom?  Dec.  4. 

Now  here's  the  key.  Think  of  t 
Value  Line  in  two  parts — the  S6 
500  part  and  the  non-S&P,  smalk 
cap  part.  When  the  Value  Line  besj 
the  S&P,  it  means  the  non-S&P  pj 
of  the  Value  Line  must  be  doi: 
much  better  than  the  S&P  segmer 

Since  early  December,  and  for  t 
first  time  in  years,  the  Value  Li 
has  outperformed  the  Dow  and 
S&P  every  week.  That  means  sma: 
er-cap  stocks  are  whomping  large 
cap  issues.  And  that's  classic  beha 
ior  for  a  bear  market's  first  counts 
trend  rally.  As  long  as  the  Val 
Line  rides  high  relative  to  the  Dc 
and  S&P,  this  bear  market  ral 
probably  has  life. 

While  on  bullish  signs,  note  th 
no  matter  how  hard  the  Fed  tries,-) 
can't  prop  up  interest  rates.  Sin. 
December  the  Fed  has  held 
funds,  its  prime  tool,  tight  as  tam 
les.  T  bills,  the  flip  side,  havei 
budged,  either.  But  market  compe 
tive  rates  have  been  silently  drifti; 
down  CDs,  commercial  pap< 
utilities,  muni  bonds,  even 
prime  rate.  Lower  interest  rat 
alone  don't  ensure  higher  sto< 
prices,  but  they  can't  be  bad. 

How  long  will  the  rally  last?| 
don't  know — maybe  until  April 
May.  As  I  have  said  for  months,  v 
are  in  what  seems  like  a  maj 
countertrend  rally  to  a  several-ye;; 
long  bear  market.  En  route 
should  have  a  rather  regular  but  b; 
recession.  The  world  won't  come 
an  end.  And  1988's  best  investmei 
results  will  come  to  those  who  a 
nimble  at  holding  and  knowing  he 
and  when  to  sell.  Some  cheap  sel 
ond-tier  stocks  I  hold,  but  ones  tK 
in  time  will  need  to  be  sold  incluc 
American  President  Cos  (26),  Arrini 
(Instries  (18),  I'ieldcrest  Cannon  (1 
and  Scientific  Atlanta  (13).    ■ 
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THE  BOSS 

EXECUTIVE  COMPENSATION 


jfnd  the  Money 

jjica's  rich  and  powerful 
^Drice  derived  from  a  hand- 
!  f  large  family  fortunes 
ij  recognized  as  those  who 
I:.  But  today,  power  is  far 
decentralized  and  dis- 
li  Corporate  America  is 
ler,  deeper,  and  compiling 
r;ram  of  its  leading  players 
i:ir  more  complex  task.  Al- 
jt'Jti  the  fortunes  remain, 
■are  no  longer  necessarily 
i  lymous  with  power. 

J  Forbes  Can  Tell  You 

I who  knows  more  about 
■  h  and  the  source  of  its 
Ion  than  Forbes?  That's 
jj  Forbes  has  developed  a 
lie  study  on  Executive 
jnensation  featured  in  its 
|30th,  1988  special  issue, 
|Boss.  It's  the  definitive 
in  who  and  what's  what  in 
iprporate  world  that  every- 
i  wants  to  know. 
Bis  detailed  directory  of 
l  executives,  derived  from 
than  800  publicly-held 
Corporations  listed  on  the 
[js  500s,  is  vital  informa- 
Ifor  keeping  and  for  fre- 
i:  reference  for  the  execu- 


R>rbes 

THE 
BOSS 


Walny<g) 


Hcwr^g»r*«» 


tive  Forbes  subscriber.  Our 
survey  exhibits  tables  with  es- 
sential information,  including 
the  executive's  salary  plus  bo- 
nus, stock  holdings  in  the 
company,  how  he  or  she  ranks 
against  all  other  executives  as 
well  as  just  those  within  his  or 
her  industry,  birthplace,  age, 
education,  and  professional 
background.  Additionally, 
there  are  biographies  of  those 
25  executives  who  Forbes'  edi- 
tors believe  "exert  special  in- 
fluence both  within  and  be- 
yond their  industries." 

Beyond  the  paychecks  and 
other  forms  of  compensation 
received  by  the  top  executives 
of  the  Forbes  500s  companies, 
investors  want  to  see  whether 
they  are  getting  their  money's 
worth  from  the  bosses  of  these 


companies  and  the  bosses 
themselves  want  to  see  how 
their  package  stacks  up  against 
those  of  their  colleagues  and 
rivals. 

Forbes  Readers  Want 
to  Know 

Representing  a  strong  aspect  of 
the  executive  community 
themselves,  (more  than  half 
hold  top  management  posi- 
tions), the  Forbes  readers  will 
be  taking  note  of  such  a  valu- 
able issue.  Advertisers  can  be 
sure  that  their  advertising  will 
be  exposed  to  the  kind  of  peo- 
ple who  can  afford  to  act  on 
their  selling  message. 

Rank  yourselves  among  the 
many  quality  advertisers  who 
have  found  success  with 
Forbes.  We're  confident  that 
the  power  of  "The  Boss"  will 
lead  you  ahead  of  the  competi- 
tion. 


Issue  date:  May  30,  1988 
Closing  dates: 
4/C-April  25 
B/W  &  2/C-May  2 
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AFFILIATED  PUBLICATIONS,  INC.  N 

Boston,  February  9 — Affiliated  Publications,  Inc.  and 
McCaw  Cellular  Communications,  Inc.  (McCaw  Cellular) 
announced  today  that  McCaw  Cellular  reached  an  agree- 
ment with  McCaw  Communications  Companies,  Inc. 
("MCC")  pursuant  to  which  MCC  will  merge  with  a  wholly- 
owned  subsidiary  of  McCaw  Cellular 

MCC,  a  successful  pioneer  in  emerging  communications 
technologies,  is  a  privately  held  communications  company 
headquartered  in  Kirkland,  Washington.  Forty-five  percent  of 
the  voting  stock  of  MCC  is  held  by  Affiliated  and  55%  is 
held  by  the  McCaw  family.  Through  its  radio  common  carrier 
("RCC")  division,  MCC  operates  one  of  the  10  largest 
paging  businesses  in  the  country,  with  approximately 
160,000  subscribers  in  12  states.  Over  90%  MCC's  paging 
subscribers  are  in  cities  in  which  McCaw  Cellular  currently 
maintains  operations  MCC's  other  principal  assets  include 
other  mobile  communications  ventures,  approximately  $165 
million  in  cash  and  97  million  shares  of  McCaw  Cellular's 
Common  Stock. 

The  merger  is  a  stock-for-stock  transaction  in  which  the 
existing  shareholders  and  holders  of  options  to  purchase 
shares  of  MCC  common  stock  will  receive  in  exchange  for 
such  shares  or  options  Class  B  Common  Stock  of  McCaw 
Cellular  or  options  to  purchase  such  stocks.  As  a  result  of 
the  merger,  McCaw  Cellular  will  be  obligated  to  issue 
approximately  11.5  million  new  shares  of  its  Class  B 
Common  Stock.  The  existence  of  the  options  to  purchase 
MCC  shares,  which  obligation  was  assumed  by  McCaw 
Cellular,  resulted  in  MCC's  shareholders  receiving  fewer 
shares  in  McCaw  Cellular 

The  issue  price  of  such  Class  B  Common  Stock  has  been 
set  at  J20.61/share,  which  represents  the  net  proceeds  to 
the  McCaw  Cellular  in  connection  with  it's  initial  public 
offering.  McCaw  Cellular's  Class  A  Common  Stock,  which  is 
publically  traded  and  reported  on  NASDAQ's  National  Market 
System,  closed  today  at  19  1/4  bid  and  19  3'8  asked 

Affiliated  also  announced  that  it  had  reached  an  agree- 
ment with  McCaw  Cellular  pursuant  to  which  McCaw 
Cellular  will  obtain  all  of  Affihated's  rights  m  certain  RCC 
Joint  Ventures  which  Affiliated  maintains  with  MCC  in 
exchange  for  the  issuance  by  McCaw  Cellular  of  approxi- 
mately 11  million  shares  of  McCaw  Cellular  Class  B 
Common  Stock 

McCaw  Cellular  expects  both  transactions  to  close  by 
June  30,  1988.  Simultaneously  with  the  completion  of  these 
transactions,  McCaw  Cellular  also  expects  to  complete  the 
mergers  announced  November  4,  1987,  pursuant  to  which  it 
will  obtain  Affihated's  interests  in  certain  cellular  joint 
ventures  which  McCaw  Cellular  and  Affiliated  maintain  in 
exchange  for  the  issuance  by  McCaw  Cellular  of  17  million 
shares  ot  McCaw  Cellular's  stock 

Following  the  completion  ot  all  of  these  transactions. 
Affiliated  will  hold  approximately  60  8  million  shares  of  the 
lately  141  6  million  shares  in  total  of  McCaw 
diluted  basis),  giving  Affiliated  47  2%  of 
of  McCaw  Cellular.  Affiliated  and 
have  agreed  to  enter  into  a  shareholders 
h  the  McCaw  family  will  main- 
Mar. 
'  the  'mal  stages  in  a  pro- 
.  sting  into  a  single  entity  the 
com;  oi  both  MCC  and  Affiliated 

Craig  0  ian  of  the  Board  and  Chief 

Executive  Officer  ,,  Cellular,  said  that    "these 


transactions  are  very  positive  for  McCaw  Cellular.  The 
combination  of  McCaw  Cellular's  cellular  businesses  with 
the  RCC  and  other  mobile  communications  businesses  of 
MCC  offer  operating  efficiencies  and  synergies  which  should 
enhance  the  value  of  both  businesses.  Moreover,  the  addi- 
tional equity  infusion  this  transaction  represents  will  signif- 
icantly increase  McCaw  Cellular's  resources  and  provide  a 
strong  financial  base  for  the  acquisition  and  development 
ot  additional  properties  in  the  future. 

"In  addition,  the  clarification  of  ownership  interests  in 
McCaw  Cellular  should  streamline  MCCaw  Cellular's  access 
to  capital  markets.'' 

John  P.  Giuggio,  President  of  Affiliated  Publications,  said 
today's  announcement  was  "good  for  the  shareholders  of 
McCaw  Cellular  and  good  for  Affiliated."  The  reorganization 
will  be  a  positive  step  for  both  companies,  he  noted. 

"McCaw  Cellular's  cellular  business  has  expanded  so 
rapidly  in  recent  years  that  a  restructuring  of  the  original 
company  has  become  necessary.  In  the  meantime,  Affiha- 
ted's investment  in  McCaw  Cellular  has  become  increasing- 
ly complex. 

"This  reorganization  will  simplify  McCaw  Cellular's 
structure  and,  as  long-term  investors  in  McCaw  Cellular, 
help  detme  the  value  of  Affihated's  investment,"  he  said. 

McCaw  Cellular  Communications,  Inc  is  the  largest 
cellular  telephone  operator  in  the  country  with  systems  in 
129  markets  and  ownership  interest  representing  a  popula- 
tion of  approximately  46  million  people. 

Affiliated  Publications,  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company,  publisher  of  The  Boston  Globe; 
Billboard  Publications.  Inc.,  a  leading  publisher  of  specialty 
magazines  and  books  for  the  arts,  design  and  entertain- 
ment markets;  and  The  Globe  Pequot  Press  Inc..  publisher 
and  retailer  ot  books 

(Contact  Daniel  Orr,  Vice  President.  Affiliated  Publica- 
tions. Inc ,  135  Mornssey  Boulevard.  Boston,  MA  02107. 
Phone:  (617)  929-3035.) 


AMETEK,  INC.  N-P 

AMETEK  COMPLETES  RECORD  YEAR  WITH 

HIGHEST  QUARTERLY  SALES  IN  ITS  HISTORY 

Paoh,  PA  (February  4,  1988)— AMETEK.  Inc.  (nyse/pse- 
AME)  reported  today  that  sales  in  the  fourth  quarter  of  1987 
increased  more  than  15  percent  to  $164  4  million,  highest  for 
any  three  month  period  in  the  industrial  manufacturer's 
history,  which  liftedtotal  1987  salestoa  record  $620.1  million. 

Fourth  quarter  earnings  of  $10  6  million  or  25  cents  per 
share  showed  improvement  over  $9.9  million  net  income, 
equal  to  23  cents  per  share,  reported  in  the  fourth  quarter  of 
1986  For  the  full  year,  AMETEK  earned  $412  million  or  94 
cents  per  share  in  1987,  up  more  than  12  percent  above  the 
$36  6  million  or  83  cents  per  share  profit  reported  in  1986 

"This  fourth  quarter  and  the  full  year  ot  1987  were,  by 
every  measure,  the  best  in  AMETEK' s  history,"  according  to 
the  company's  chairman  Dr.  John  H  Lux  "Sales  reached  all 
time  record  highs,  and  our  earnings,  at  $41  million,  were 
topped  only  once,  back  in  1984.  when  a  $4  million  nonrecur- 
ring tax  credit  increased  earnings  to  $42  7  million  as  the 
government  changed  tax  rules  governing  foreign  sales 
corporations 

Dr.  Lux  said  that  the  company's  markets  strengthened 
during  1987,  with  very  strong  fourth  quarter  demand  setting 
new  sales  records  New  order  rates  were  up  more  than  10 
percent  for  the  year,  but  new  orders  in  the  fourth  quarter 


actually  ran  20  percent  ahead  of  the  previous  \ 
quarter  totals. 

AMETEK  acquired  two  electronic  instrument 
and  a  majority  interest  in  an  Italian  electric  i 
turer  during  the  year.  More  recently  it  purcha 
purity,  specialty  metal  business  from  Pfizer  I 
million  in  a  cash  transaction  completed  in  the 
January,  1988. 

AMETEKs  per  share  figures  are  adjusted 
shares-for-one  stock  split  distributed  as 
stock  dividend  on  November  19, 1987.  The  com| 
of  directors  voted  a  20  percent  increase  in  the  ( 
on  the  new  split  share  in  December,  with 
payment  marking  AMETEK's  38th  consecutive 
dend  increase. 


Three  months  ended  Dec  31 
1987  1986 


JU2.O05.0O0 
9.895  000(b) 


23 


rear 
1987 
$620,121, 
41.175,000 


52'' 


43.984,311 


Sales  S164.375.000 

Net  Income  10.598.000 

Earnings  Per 

Snare  la)  .25 

Dividends  Per 

Share  (a)  .15  12W 

Average  Shares 

Outstanding  (al      43.930.651  43.804.746 

al  Adiusted  tor  two-tor-one  stock  split  distributed  November  19.  1987 

b)  Results  in  1986  include  pretax  charges  ol  $8.9  million  in  the  quartet  and 
year  tor  shutdown  o,  consolidation  of  certain  manufacturing  ope 
disposals  and  writedowns,  contract  disputes  and  excess  costs  associa 
term  programs  Also  includes  an  $8  million  cumulative  retroactive  credit 
year  resulting  from  the  tax  Reform  Act  ot  1986  with  respect  to  invest 
purchased  tax  benefit  in  the  form  of  leases 

c)  Includes  pretax  gams  on  sale  of  securities  and  property  of  J7  8  million 

(Contact:  Darrah  Ribble,  AMETEK,  Inc.,  St. 
Two,  Paoh,  PA  19301.  Phone:  (215)  647-2121. 


COMPUTER  TASK  GROUP,  INC. 

Buffalo,  NY. — Feb  4.  1988— Computer Tasl 
(CTG)  today  released  its  earnings  for  1987. 

1987s  revenues  of  $170,052,000  were  19% 
$143,366,000  Net  Income  of  $5,110,000  was 
1986s  $5,081,000.  Earnings  per  share  of  $.6f 
3%  versus  1986s  level  of  $.68. The  drop  in E.P 
despite  the  same  level  of  income  is  attributed 
number  of  shares  outstanding  in  1987  ov< 
employees  purchased  shares  via  the  Employetl 
chase  Plan. 

In  announcing  the  1987  results,  David  N 
Chairman  of  the  Board  said,  "the  past  year 
significant  progress  toward  our  strategic  obj 
while  not  as  successful  in  financial  results  as  hi 
maintain  our  net  income  at  $5  million  whil 
revenue,  without  any  acquisitions,  by  over 
Strong  growth  occurred  in  the  targeted  are; 
projects — both  in  systems  integration  and  in 
service,  as  well  as  in  the  geographic  areas  of  th 
and  Far  West." 

Computer  Task  Group,  with  offices  in  over  60 
U.S.,  United  Kingdom  and  Canada  and  over  3,1 
ees;  is  one  of  the  largest  firms  in  the  US  provi 
information  solutions.  Included  among  its  cli 
of  the  largest  corporate  and  financial  instil 
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IH  services  include  consulting,  programming,  sys- 
a  ysis  and  design,  software  development,  and 
i  agration  Shares  are  publicly  traded  on  the  New 
it  Exchange,  ticker  symbol  "TSK." 
COMPUTER  TASK  GROUP,  INC. 
M  END  AND  FOURTH  QUARTER  ENDED 

DECEMBER  31,  1987 
nounts  in  "OOO"  except  per  share  data 
ear  Ended  December  31 ,   Quarter  Ended  December  31 , 
1987        1986       Change      1987        1986       Change 
f  70.062        143.366        +19%      $46,338         38.738        +20% 


8,495 
5.1 10 


8.708 

9.277 
5.081 

68 


1.591 

1,578 

1,210 

.15 


2,373 

2,192 

1.260 

17 


-28% 
-4% 
-12% 


7,784  7.482  7,931  7.600  +4% 

t:  William  P.  Adamucci,  Executive  Vice  President, 
rask  Group,  Inc.,  800  Delaware  Ave.,  Buffalo,  NY 
we  (716)  882-8000.) 
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N  DEVELOPMENT  CO.  LTD. 
CHIEFTAIN  SETS  PRODUCTION  AND 

RESERVE  RECORDS  IN  1987 
'ON,  Feb.  9— In  1987,  Chieftain  Development  Co. 
i  in  its  strongest  annual  production  performance 
of  both  oil  and  natural  gas  achieved  record 
ed  reserves  of  oil  and  natural  gas  also  reached 
is. 

n  added  64  billion  cubic  feet  (bcf)  of  natural  gas 
rough  drilling  and  revisions  to  previous  estimates 
i7.  Proved  reserves,  after  production  of  12  bcf, 
lo  494  bcf  at  December  31,  1987  compared  with 
year-end  1986.  Proved  and  probable  gas  reserves 
to  539  bcf  from  502  bcf  at  December  31, 1986. 
mpany  added  2.3  million  barrels  of  oil  and 
s  liquids  (NGLs),  which  after  production  of  1.4 
rrels,  increased  proved  reserves  to  14.4  million 
December  31,  1987  compared  with  13.5  million 
year-end  1986.  Proved  and  probable  oil  reserves 
to  17.2  million  barrels  from  16.3  million  at 
31,  1986. 

NGLs  production  advanced  24%  to  a  record  daily 
3,800  barrels  from  an  average  of  3,060  barrels  in 
jral  gas  production  increased  by  12%  to  a  new 
'.9  million  cubic  feet  (mmcf)  per  day  from  29.3 
day  in  1986. 

n  participated  in  94  exploration  and  development 
uding  four  wells  drilling  at  year-end,  compared 
the  previous  year.  Of  wells  drilled  to  total  depths 
*r  31,  82%  were  productive  or  cased  for  evalua- 
1s  included  33  oil  wells,  22  gas  wells  and  seven 
s  wells. 

t:Tom  Campbell,  Chieftain  Development  Co.  Ltd., 
lto  Dominion  Tower,  Edmonton  Centre,  Edmonton, 
ada,  T5J  2Z1.  Phone:  (403)  425-1950.) 


I  INCORPORATED  A 

TELEFLEX  REPORTS  1987  RESULTS 

)K,  PA,  February  10 — Teleflex  Incorporated  today 
1 1987  revenues  of  $271,765,600,  an  increase  of 


25  percent  from  the  1986  level  of  $218,146,900.  Net  income 
increased  20  percent  from  $16,430,100  in  1986  to 
$19,671,000  in  1987.  Earnings  per  share  increased  to  $1.79 
in  1987  compared  to  $1.51  in  1986. 

Revenues  in  the  fourth  quarter  increased  24  percent  to 
$75,755,600  from  $61,137,900  in  1986.  Net  income  was 
$5,579,100  or  $.51  per  share  in  1987,  as  compared  to 
$4,643,100  or  $.42  per  share  in  1986. 

TELEFLEX  INCORPORATED 

COMPARATIVE  SUMMARY  OF  REVENUES 

AND  EARNINGS 


Year  Ended 

Three  Months  Ended 

Dec.  27, 

Dec  28. 

Dec.  27. 

Dec  28. 

1987 

1986 

1987 

1986 

Revenues 

{271,765,600 

S2I8.146.900 

$75,755,600 

S61.137.300 

Net  income 

$19,671,000 

SI6.430.100 

$5,579,100 

S4.643.100 

Earnings  per 

share 

$1.79 

SI  51 

$51 

S42 

Shares 

outstanding 

10,627,000 

10.729.700 

Teleflex  Incorporated  is  a  company  which  solves  prob- 
lems by  the  development  and  application  of  new  specialized 
technologies. 

(Contact:  John  H.  Remer,  Vice  Chairman,  or  John  F. 
Schoenfelder,  Treasurer,  Teleflex  Incorporated,  155  South 
Limerick  Road,  Limerick,  Pa.  19468  (215)  948-5100.) 


UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.  (February  9)-United  Telecommunica- 
tions, Inc.  earnings  per  share  increased  to  29  cents  in  the 
fourth  quarter  of  1987,  President  William  T.  Esrey  an- 
nounced today.  "We  are  pleased  that  our  results  were 
improved  over  the  comparable  quarter  in  1986  and  the  first 
three  quarters  of  1987,"  Esrey  said. 

Esrey  said  the  continuing  solid  performance  of  United 
Telecom's  telephone  operations  and  complementary  busi- 
nesses and  significant  progress  made  by  US  Sprint  in 
reducing  its  operating  losses  contributed  to  the  earnings 
improvement. 

The  fourth  quarter  earnings  of  29  cents  per  share 
compared  to  28  cents  in  the  final  quarter  of  1986  and  to  23 
cents  in  the  third  quarter  of  1987. 

For  the  full  year,  after  a  special  one-time  charge  of  $1.09 
per  share  related  to  US  Sprint  in  the  second  quarter,  United 
Telecom  had  a  loss  of  55  cents  per  share  compared  to 
earnings  of  $1.81  in  1986. 

Consolidated  revenues  and  sales  were  $2.98  billion  in 
1987,  compared  to  $3.06  billion  in  1986.  The  previous  year's 
results  included  $212  million  in  revenues  from  US  Telecom, 
which  became  a  part  of  US  Sprint  in  mid  1986.  US  Sorint 
revenues  are  not  included  in  United  Telecom's  consolidated 
figures.  On  a  comparable  basis,  total  revenues  and  <ales 
were  up  5%  over  1986. 

"While  US  Sprint's  losses  had  a  severe  impact  on  our 
1987  financial  results,  we  are  encouraged  with  the  progress 
we  made  to  position  United  Telecom  for  sustained  long-term 
earnings  growth,"  Essrey  said.  "Our  results  are  begins  ing 
to  reflect  that  progress." 

(Contact:  Don  Forsythe,  United  Telecommunications, 
Inc.,  P.O.  Box  11315,  Kansas  City,  MO,  64112.  Phone: 
(913)  676-3343.) 
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Once  a  month 
Corporate  Report  Updates 
enables  publicly  held  corpora- 
tions to  announce  important 
developments  to  active  and  in- 
fluential investors  who  regu- 
larly read  Forbes.  This  low  cost, 
informational  advertising 
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MONEY  &  INVESTMENTS 


The  inflation  of  asset  values  is  so  much 
fun  that  a  policy  of  breaking  it  before  it 
breaks  us  is  not  politically  feasible. 

A  FALSE  OBITUARY 


By  Ashby  Bladen 


Today,  when  the  economists  are 
telling  us  that  Paul  Volcker  killed 
inflation  dead  in  1982,  we  should 
remember  what  Mark  Twain  said 
when  he  read  his  own  obituary  one 
morning,  that  the  report  was  greatly 
exaggerated.  As  long  as  Ameri- 
cans— people,  businesses  and  gov- 
ernments alike — go  on  borrowing 
and  spending  excessively,  we  re- 
main on  course  for  new  peaks  of 
inflation  and  interest  rates. 

The  fundamental  cause  of  infla- 
tion is  simply  excessive  borrowing 
and  spending,  and  as  long  as  bor- 
rowings are  rising  more  rapidly 
than  is  the  production  of  real  goods 
and  services  that  can  be  bought 
with  them,  prices  have  to  be  going 
up  somewhere.  After  1982,  infla- 
tion didn't  go  away.  It  simply 
moved  from  the  Consumer  Price 
Index  and  the  GNP  deflator — where 
the  economists  are  used  to  looking 
for  it — to  the  real  estate  and  equi- 
ties markets.  The  rising  foreign- 
exchange  value  of  the  dollar  and  the 
falling  price  of  oil  held  down  the 
prices  of  the  things  that  we  import 
and  consume.  So  the  credit-fueled 
inflation  spilled  over  into  the  equi- 
ty and  property  markets,  where  the 

l  Hidden  is  a  financial  consultant  and 
I  How  to  Cope  with  the  Dev«  lop 
inn  I  inarw  ial  (  risis 


economists  never  thought  of  look- 
ing for  it.  And,  as  we  shall  see,  a 
credit-fueled  inflation  of  asset  val- 
ues is  far  more  dangerous  than  is 
one  of  consumer  prices. 

Because  we  enjoy  rising  prices  for 
our  assets  even  more  than  we  dis- 
like a  rising  cost  of  living,  we  hate 
to  think  of  a  bull  market  as  being  a 
consequence  of  nasty  old  inflation. 
But  it  is,  and  it  is  an  even  more 
dangerous  consequence  because, 
while  we  are  likely  to  react  to  the 
rising  cost  of  living  by  cutting  back 
on  our  spending  in  order  to  save  for 
an  uncertain  future,  we  usually  re- 
spond to  a  reassuring  upsurge  in  our 
net  worth  by  borrowing  and  spend- 
ing even  more.  The  mama  for  home 
equity  loans  since  1982  is  an  omi- 
nous case  in  point. 

We  Americans  believe  that  a  bull 
market  is  our  birthright,  but  a  crash 
calls  for  a  congressional  investiga- 
tion. Indeed,  a  crash  in  the  price  of 
homes  is  a  prospect  too  awful  to 
contemplate.  But  because  great  bull 
markets  are  fueled  by  the  inflation- 
ary overexpansion  of  debts,  profit- 
ing from  them  requires  giving 
steadily  more  hostages  to  fortune.  It 
involves  making  a  progressively 
larger  bet  that  inflation  will  keep 
pushing  incomes  and  asset  values 
up  fast  enough  to  support  the  ever- 
rising  debts  that  are  propelling 
them  upwards. 

Asset  inflation  is  a  self-accelerat- 
ing merry-go-round  that  cannot 
keep  spinning  faster  forever.  And 
the  taster  it  goes  the  more  painful 
getting  off  becomes.  An  extreme 
case  was  Germany,  which  had  to  get 
off  the  merry-go-round  in  the  win- 
ter of  1923  because  the  farmers 
would  no  longer  ship  food  to  the 
cities    in    exchange    for   worthless 


marks.  Urban  Germany  was  beg;, 
ning  to  starve  for  the  second  timen 
five  years. 

Regular  readers  of  this  colutj 
will  remember  that  at  the  beg- 
ning  of  the  1980s  I  was  urging  i( 
American  people  to  accept  the  • 
nancial  crisis  that  would  necess- 
ity result  from  continuing  the  cr  ■ 
it  crunch  of  1980-82  until  it  kilj 
off  the  inflation.  I  argued  that  if  it 
Fed  failed  once  again  to  break  ij 
borrowing  and  spending  spree— « 
ter  having  failed  in  1966,  in  19* 
70  and  in  1974-75 — we  would  p* 
ceed  to  borrow  and  spend  oursell 
into  the  makings  of  a  real  disastl 
I  also  argued  that  the  m  i 
thoughtful  members  of  the  Fedei 
Reserve  Board  understood  thai 
certainly  Berlin-bom  Govenl 
Henry  Wallich  understood  it — a] 
that  they  would  stick  to  their  gJ 
as  long  as  it  was  politically  feJ 
ble.  In  fact,  that  scenario  was  1 
main  theme  of  the  book  I  p 
lished  in  1980,  How  to  Cope  with 
Developing  Financial  Crisis. 

The   scenario  went  haywire 
the    summer    of    1982    when 
near-default  of  Mexico  forced 
Fed  to  realize  that  continuing 
crunch  would  mean  not  only  a 
mestic  crisis  (a  price  that  I  i 
believe  they  were  willing  to  j 
but  a  worldwide  one  as  well, 
the    Fed    deserted    its    guns    o 
again.  The  rate  of  debt  format 
in  this  country  went  through 
roof,  and  by  now  the  price  of 
ting  off  the  merry-go-round  is 
merely   a   financial   crisis   but 
economic  disaster. 

The  fall  in  the  foreign-excha 
value  of  the  dollar  automatic; 
means  that  cost-of-living  inflat 
will  be  higher  this  year,  but  the 
will  not  dare  tighten  credit 
much  for  fear  of  breaking  the  in 
tion  of  asset  values  and  precipi 
ing  a  debt-fueled  depression, 
merry-go-round  is  now  spinnir 
fast  that  stopping  it  by  deliber 
policy  is  no  longer  politically  fe, 
ble.  On  the  other  hand,  if  we  k 
on  the  way  we  are  going,  we 
leave  our  children  as  receivers 
bankruptcy  of  an  impoverished  s 
overindebted  country.  Do 
think  that  is  a  reasonable  price 
pay  for  half  a  dozen  years  of  enj 
ing  the  illusion  that  we  were 
ting  so  rich  so  fast? 

Many  of  you  have  asked  when  I 
next  book  will  be  finished.  I  hj 
you  now  understand  why  wntinj 
is  not  going  easily  or  quickly. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  Gl 
Ft.  Garland,  CO  81133. 


ie  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
he  merits  or  value,  if  any.  of  this  property  Equal  Credi!  and  Housing  Opportunity.  A  statement  and  offering 
il  has  been  filed  with  the  Secretary  of  State  ol  the  State  of  New  York.  The  filing  does  not  constiiule  approval 
eor  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  Stale  or  that  "he  Secretary  of  State  has  in  any  way  passed 
i  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
i.  NYA86- 1 53  A  statement  of  Record  filed  with  the  New  Jersey  Real  Eslate  Commission  permits  this  property 
ered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Florida  AD  20537 
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investors  as  bearish  as  Wall  Street 
seems?  No,  but  they  are  scarcely  bullish — 
if  market  letter  sentiment  is  a  good  guide. 

GLOOMY  BUT  NOT 
SUICIDAL 


By  Mark  Hulbert 


The  wailings  from  Wall  Street  are 
audible  even  in  my  ivory  tower 
down  here  in  Washington,  D.C. 
And  the  sudden  and  dramatic  fir- 
ings must  be  affecting  morale.  One 
recent  brokerage  house  poll  of  insti- 
tutional investors  has  reportedly 
found  more  bearishness  now  than 
directly  after  the  Oct.  19  crash. 

How  deeply  has  Wall  Street's 
dark  mood  penetrated  investment 
opinion?  This  is  an  important  ques- 
tion both  to  investors  who  believe 
in  not  fighting  trends  and  to  those 
who  pride  themselves  on  employing 
"contrary  opinion."  (Ironically,  at 
this  point  the  latter  are  themselves 
probably  in  a  majority.)  But  senti- 
ment is  difficult  to  measure  accu- 
rately: Advisers  are  notoriously  am- 
biguous, and  surprisingly  often 
their  actions  diverge  significantly 
from  their  advice. 

That's  why  my  Hulbert  Financial 
Digest  measures  sentiment  among 
investment  letters  by  ignoring  their 
comments  and  averaging  their  actu- 
al recommended  exposures  to 
stocks.  I  want  to  know  what  they 
do,  not  what  they  say.  My  senti- 
ment index  was  at  67%  when  the 
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market  peaked  last  August,  and  was 
still  at  57%  in  September.  After  the 
crash,  it  was  down  to  18%.  Subse- 
quently, it  has  recovered  to  40% . 

While  lower  than  any  comparable 
reading  for  the  previous  five  years, 
that  postcrash  18%  still  was  higher 
than  the  readings  for  the  first  half  of 
1982,  just  prior  to  the  bull  market. 
Then  it  was  a  mere  4% .  The  lowest 
reading  on  this  sentiment  measure 
since  I  began  monitoring  invest- 
ment letters  seven  years  ago  came 
in  September  1981.  Then  the  advis- 
ers were  actually  net  short,  with  a 
minus  2%  average  exposure. 

No  doubt  many  contrarian  in- 
vestors will  interpret  the  relative 
optimism  of  the  postcrash  and 
more  recent  readings  as  a  good  rea- 
son to  believe  that  we  have  not  yet 
seen  the  bear  market  low — people 
aren't  bearish  enough.  But  the  evi- 
dence above  suggests  that  using  in- 
vestment newsletters  as  a  contrar- 
ian foil  is  not  an  easy  path  to  rich- 
es. After  the  bull  market  took  off 
in  1982,  for  example,  advisory  sen- 
timent climbed — quite  correctly — 
to  new  heights  of  bullishness.  Any 
contrarian  who  did  the  opposite  of 
what  newsletters  were  doing 
would  have  stayed  out  of  stocks 
during  the  most  powerful  bull  mar- 
ket in  decades. 

This  is  exactly  what  happened  to 
the  newsletter  Investors  Intelligence, 
which  is  well  known  for  its  own 
proprietary  sentiment  measure, 
constructed  by  ludging  the  tone  of 
each  letter.  In  1985  and  1986,  when 
advisory  sentiment  was  at  bullish 
extremes,  Investors  Intelligence  was 
out  of  the  market  75%  of  the  time. 
The  Dow  gained  some  60%  during 
that  period.  [Investors  Intelligence's 
measure  of  bullishness  has  also  re- 


covered from  its  postcrash  low, 
not  as  much,  from  26.1%  to  38.4'1 

I  am  sure  many  investors  wo  | 
be    uncomfortable    with    anyth 
that  is  also  the  consensus  amc, 
investment    advisers.    To    then 
should  point  out  that  the  same  [ 
ture  of  advisory  sentiment  emer 
from  another  indicator  I  have 
structed   using   only    the    top- 
forming  newsletters.  The  best 
formers  are  bearish  now,  but  not 
bearish  as  they  were  after  the  cr; 
or  in  early  1982. 

To  arrive  at  this  assessment,  I  cM 
culated  for  each  month  since  IS 
the  average  stock  market  expose 
of  the  five  newsletters  that,  as 
each  month,  had  the  best  long-tej 
performance.  This  reading  reache 
high  of  98%  in  January  and  Febru 
of  1985 — when  a  powerful  rally 
indeed  begin — and  fell  sharply 
the  weeks  before  the  crash,  fr 
61%  to  33%,  where  it  remainec 
the  end  of  October. 

Like  the  consensus  among 
newsletters,  this  was  a  more  bear 
reading  than  any  seen  in  the  pre 
ous  five  years.  But  like  the  broa 
average,  this  figure  still  was  m 
bullish  than  readings  seen  prior 
the  bull  market's  birth  in  Aug, 
1982.  The  comparable  reading 
mid- 1982,  for  example,  was  21 
While  bearish,  in  short,  the  best  ] 
formers'  late  October  readings  w 
not  overwhelmingly  so. 

What  does  advisory  sentim 
tell  us  currently?  A  divergence 
emerged  between  the  consensus 
all  advisers  and  the  consensus  of 
best  performers.  Although  the  a\ 
age  recommended  exposure 
stocks  among  all  advisers  has  ri 
to  40%,  the  average  for  just  the  I 
best  performers,  in  contrast,  sta 
at  34% .  In  other  words,  it  is  ess 
tially  unchanged  from  the  late  <i 
tober  reading. 

So  the  best  performers  are  sign 
cantly  more  bearish  than  the  a\ 
age  letter.  I  am  tempted  to  interp 
this  divergence  as  a  bearish  wa 
ing.  On  occasions  of  similar  di\ 
gences  over  the  past  five  years, 
consensus  opinion  of  the  best  f 
formers  more  often  than  not 
been  the  better  bet. 

The  current  sentiment  readir 
by  not  sinking  to  the  bearish 
tremes  seen  in  1981  and  1982,  Si 
gest  that  the  dimensions  of  this  bJ 
market  may  be  less  than  catacl> 
mic.  Weakness,  yes;  collapse,  > 
The  sky  may  be  cloudy — but  i'! 
hardly  about  to  fall.  ■ 
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Forbes  Market/Classified 


j  NCIAL  SERVICES 

IMMEDIATE  CASH 
FOR 
i  OUNTS  RECEIVABLE 

QUIPMENT  LEASE 
FINANCING 

I  NCIAL  GUARANTEES 

AND 
E  RS  OF  COMMITMENT 

I  tANTEED  COLLECTION 
of 
PAST  DUE 
J  OUNTS  RECEIVABLE 

LBO 
IfERAGED  BUYOUT 

JNDS  AVAILABLE 

i 

s  iproval  •  Brokers  Protected 


rOWERS 

FINANCIAL 

ORIM)K\TI<>\ 

}[  iOII    I  |miu 

|  17  Fifth  Avenue 
.  [  *  York .  NY  10016 

22-696-0505 


*  D  TO  BORROW? 

j,  tntces  No  Loans 

I JM:  $100,000.  5-20  YEARS 
llNANCIAL  GUARANTY 

I  CORPORATION 

,  JSA  (212)  486-2220 


1  NCIAL  CONSULTANTS" 

B  DELATIONS  tor  public  companies. 

iter  reaches  100,000  stock- 

■  investors.  Also  meet  with  influential 

(jiers  Prefer  companies  with  de- 

|;k  Call  for  free  copy:  "How  to  Make 
s  Want  to  Buy  YOUR  Stock."  Robert 
I0I  552-2855 
if  (818)957-1414. 


loyH«),',l,'iM^l'i 


r'% 


INSIGHT 


U  id.  metal  and  agricultural  futures 

■  reviewed  in  this  10  page  newslet- 
|l  ished  every  other  week  and  mailed 
■ )  insure  prompt  delivery  Sample 
M  lablp  Write  to  7751  Carondolet 

■  I00.  St.  Louis.  MO  63105  or  phone 
K  ?6  Yearly  subscription:  $155  00 


■  LANEOUS  FOR  SALE 

§  MENT  GEMSTONES! 
J  NTEED  LIQUIDITY!!! 

i '  ell  Diamonds  and  all  Precious 
*  Free  wholesale  catalog  since 
if  ier.  Jewelers  Board  of  Trade  & 
H  Commerce. 

House  of  onyx 

one  Main  Street 
Hiville.  Kentucky  42345 
■ .  FREE  1-800-626-8352 

DRMATION  ON  FORBES 
FIED  WRITE  OR  CALL: 
JNDA  LOREN 
IBES  CLASSIFIED 

'enue  New  York.  NY   1001 1 


BUSINESS  OPPORTUNITIES 


Build  ¥)ur 

Future  With 

LindaL 


Build  an  independent  business 
on  a  solid  foundation.  With 
Lindal  Cedar  Homes,  the  world's 
most  popular  custom  houses  for 
over  40  years. 

•  No  franchise  fees 

•  Internationally  recognized 
housing  giant 

•  Dealer  training  schools  and 
ongoing  regional  seminars 

•  National  advertising, 
marketing,  and  co-op 
support 

•  Best  planhooks  and  sales  aids 
in  the  industry 

•  Multiple  product  lines — 
cedar  homes,  log  homes, 
sunrooms,  and  hardwood 
flooring 

Right  now  we're  looking  for 
a  good  dealer  in  many  areas. 
For  more  information,  please 
call  800-221-6063. 

ALindal  Cedar  Homes 

P.O.  Box  24426,  Seattle,  WA  98124 

206-725-0900. 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

.  .  .  If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots.  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business.  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year.  Complete 
training  and  continuous  support  pro- 
vided. We  are  a  17-year-old  international 
loan  finance  corporation  seeking  direc- 
tors. $9,800  refundable  deposit  will  be 
required.  Principals  only. 

Call  813-924-6415 


15.000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800  327  9630 
in  Flo  call  800  533-4663 


Business  Buyers  Network 


BMfc  t^n  •  Thousands  ol  businesses 

!IJ  nationwide 

IfllB^^lj  •  Many  wilh  Owner  financing 

^■^^^■^.^  •  No  commissions 

To  buy  or  list  call  toll  FREE 

1-800-223-3589 

In  NC  1-704-686-7354 


212)  620-2440 


SELL  IN  JAPAN! 


List  your  properly  using  our  Tokyo  office  lo 
reach  500  +  Real  Eslate  brokers  in  Japan 

Free  translation   NO  COMMISSION   Your 

name  listed  as  contact  point.  Tear  sheet 

provided  Only  $190  for  3  months  listing 

CALL:  Hon  &  Bunker  Inc. 

1-800-USA-2U1 


WINE  CELLARS 


WINE  CELLARS 


WlNECELLARS-USA 

#1  Seller  •  Original  American  Handmade 

Retail  YourCost 

440  Bottle  (Pictured) $2495  $1495 

700  Bottle  2  French  Doors 3495    1995 

880 BottleTwin  Unit  4495    2795 

2  20  Bottle  Vertical 1995    1 195 

296BottleCredenza(2door) 2495    1495 

40BottleGlassdoor  (not  handmade)  499 

Wood  Construction  •  Oak  Exterior  •  Redwood  Racks 
Modular  wine  racks  from  1 2  to  20,000  bottles.  Request  our  wines 
&  cellar  catalog.  Lifetime  guaranty  on  racks,  5  yr  on  compressor. 

Olympic  Sales  Co.  wem? 

839S.LaBreaAve.,       Los  Angeles,  C  A  90036      Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221     »     We  Ship  Anywhere. 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC9  — the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drlonic  keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Covered 
by  health  plans.  Send 
for  free  Information. 
Clinical  studies  avail- 
able to  physicians. 

GENERAL  MEDICAL  CO. 
Dept.  FOB  12 

1935  Armacost  Ave. 
Los  Angeles,  CA  90025 


©iseeGENMEDCo 


COMPUTERS 


Radio  /haek-TANDY 


Our  10th  year  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
_  Toll  Free  800-231-3680 

All   mRRYfTlflC  INDUSTRIESINC 
22511  Katy  Fwy 
Katy  I  Houston  I  TX  77450 
I-71V392-0747  Telex:  774132 


FACSIMILE  MACHINES 


BIC  DISCOUNTS 


ONTHE  HOTTEST  SELLING 

FAX  MACHINES 

IN  THE  COUNTRY 

Fox  of  America 

1-800-342-FAXX 

AMERICA  S  LOW  PRICE 

FAX  DISTRIBUTOR 


REAL  ESTATE 


RESORT  CONDOS 

Priced  For  Bulk  Sale 
OCEAN-LAKE-SKI 

4  Locations/93  Units 

Call  or  Write  Owner 

MID-ATLANTIC 

RO.  Box  55T1 

Martinsville,  Va.  24TI5 

800-638-5253  or  703-632-7101 


BUSINESS  OPPORTUNITIES 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  free  information 


23I3I  VKRDUGO  DRIVE 

LAGUNA  HILLS.  CA  92653-1342 

CALL  1-800-854-3321 


CORPORATE  SPECIALTIES 


Embroidered 
Caps 


•  Shirts 
•Jackets 


Call  for  FREE  Catalog 
ATT:  MR.  BEAR 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 

San  Francisco  Embroidery  Works 

3952  Point  Eden  Way  •  Hayward.  CA  94545 


YACHTS 


DONATE  YOUR  PROPERTY 
Boat  -  Airplane  -  Real  Estate 

Receive  large  cash  advance  plus 
substantial  tax  savings. 

Few  tax  shelters  left! 
AMERICAN  INSTITUTE 

800-826-6840 
FL:  305-772-5773 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 


Rediscover  some  old  (fiends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  'A"  lor 
state  width|  Great  birth- 
day or  Christmas  gift 
Send  SI  3  50  lor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
701  Welch  Road  Ste   1119B 


Palo  Alio   CA  94304 


|415|  656  6262 


SALES  TRAINING 


■  ■  ■  ■  ■ 


Sales  Presentations 
Training  •  Meetings 


XL 


CUSTOM  SLIDES/OVERHEADS 

VISUAL  HORIZONS 
180  METRO  PARK 
ROCHESTER  HI   14673 
COLOR  CATALOG    |TI6|4?4  5300 


FREE 


"WHAT  ...  ME  MOTIVATED?" 

A  59-minute  speech  to  KICK  OFF       . 

WIND  UP  ...  OR  OTHERWISE 

IMMORTALIZE  Your  Sales  Meeting 

For  an  overview,  please  contact: 

SUPERIOR  SALES/MANAGEMENT 

TRAINING 

PO.  Box  81  C,  Morristown,  N.J.  07961 

201-540-1366 


Motivate  Employees 


FREE  color  catalog  of  slides,  overheads, 
posters  ond  videos  covering  Sales. 
Safety.  Customer  Service.  Orientation 
and  more 
■  Accent  Presentations,  Inc 

990  Highland  Dr..  Suite  201 

Solona  Beoch.  CA  92075 

1-800-222-2592 


Streetwalker 


Edited  by  Thomas  Jaffe 


Luis  CiM-mfda/The  Imager  Bank 


Drug  story 

Now  that  Eastman  Kodak  has 
stepped  up  to  pay  a  mind-bog- 
gling $5.1  billion— about  23  times 
prospective  1988  earnings— for  Ster- 
ling Drug,  Syntex  Corp.  is  on  The 
Street's  mind.  The  $1.1  billion  (sales) 
Syntex  manufactures  the  blockbuster 
nonsteroidal  anti-inflammatory  drug 
Naprosyn.  Syntex'  stock,  recently 
36%,  is  already  up  15%  in  1988. 

David  MacCallum  of  Hambrecht  & 
Quist  is  bullish  on  Syntex.  But  he 
doesn't  buy  the  takeover  talk.  Invest- 
ment bankers  Allen  &  Co.  and  related 
parties  still  control  roughly  6%  of 
Syntex'  118.4  million  shares,  he  re- 
minds us.  The  Aliens  have  had  a  hand 
in  Syntex  since  it  went  public  in  1957 
and  have  a  reputation  for  not  selling 
out  of  properties  until  they  are  fully 
developed.  "Syntex,"  says  MacCal- 
lum, "is  far  from  that." 

Naprosyn  now  accounts  for  around 
half  of  Syntex'  sales  and  more  than 
50%  of  profits.  But,  says  MacCallum, 
new  uses  for  the  drug  are  being  dis- 
covered, including  the  treatment  of 
migraine  headaches  and  juvenile  ar- 
thritis. Naprosyn's  cash  flow  is  help- 
ing to  fund  Syntex'  aggressive  R&.D 
program,  already  at  15%  of  sales. 

For  the  fiscal  year  ending  [uly  31, 
MacCallum  expects  Syntex  to  earn 
$2.48  a  share,  up  20%.  At  15  times 
prospective  earnings,  says  MacCal- 
lum, Syntex  is  a  buy  on  fundamentals, 
not  takeover  rumor. 


Ultimate  cushion? 

Speaking  of  Eastman  Kodak's  ac- 
quisition of  Sterling,  what  of  the 
suitor  left  at  the  altar,  Swiss  drug  gi- 
ant F.  Hoffmann-LaRoche?  It  has  been 
inching  up  along  with  the  Swiss  stock 
market  of  late.  But  it  you  want  a 
cheap  way  to  buy  Hoffmann  and  other 
leading  Swiss  companies,  analyst 
'•  i.ii  v  1  earnow  of  Alex.  Brown  &  Sons 
recommends  the  Helvetia  Fund, 
which  came  public  last  August  at  $  1 5. 
(There  arc  S  million  Big  Board  shares 
outstanding.] 

ick,  recently  at  10,  sells  at  a 
scount  from  its  IPO  price  and 
at  a  14%  discount  from  net  asset  val- 
il    noncychcal     defensive 
'Xmong  the  biggest  hold- 
inn,  tood  conglomer- 


Rock-solid  Swiss  stocks 

.  .  .  and  a  mountain  of  cash. 

ate  Nestle,  drugmakers  Sandoz  and 
Ciba-Geigy,  Credit  Suisse,  Union 
Bank  of  Switzerland,  Zurich  Insur- 
ance and  Swiss  Reinsurance. 

The  $1 1 1.6  million  fund  is  current- 
ly about  38%  in  cash,  meaning  Swiss 
francs.  If  the  dollar  falls  again,  the 
franc  offers  a  cushion.  If  the  dollar 
rises,  the  Swiss  market  may  well  rise, 
as  it  often  has  in  the  past  on  dollar 
strength.  Last  year,  the  Swiss  market 
went  basically  nowhere  as  the  dollar 
was  weak.  Small  wonder  Fearnow 
calls  Helvetia  Fund,  at  the  current 
discount,  a  bargain. 


Oils  slick? 

The  big  oils  have  been  on  quite  a 
tear.  Take  the  ten  U.S.  outfits  that 
Streetwalker  has  been  tracking  since 
the  crash:  Amerada  Hess,  Amoco,  At- 
lantic Richfield,  Chevron,  Exxon,  Mo- 
bil, Phillips  Petroleum,  Sun,  Texaco 
and  Unocal.  They're  up  anywhere 
from  10%  (Exxon)  to  40%  (Unocal) 
since  Dee.  1.  The  Dow?  Up  just  8%. 

Are  the  oils  ahead  of  themselves, 
about  to  run  out  of  gas?  One  promi- 
nent New  York  money  manager  who 
asked  to  remain  anonymous  thinks 
the  answer  is  yes.  "What  we've  had  is 
a  rally  in  oils  in  a  bear  market — and 
had  it  without  oil  prices  going  up," 
says  our  source.  "So  your  oils,  with- 
out any  basic  change  for  the  better, 
arc  now  selling  for  an  average  five 
times  cash  flow.  For  my  money, 
they're  ahead  of  themselves." 

No  doom-and-gloomcr  v/ho  looks 
forward  to  $10  crude,  the  money  man 
docs,  however,  doubt  the  price  will 
rise   above   its  current   $17   level   in 


1988,  and  thinks  it  may  back  o 
$14  next  year.  His  advice:  "B 
price-sensitive  as  possible." 

Take  Mobil  Oil.  Recently  at  < 
the  stock  trades  for  4.7  times 
$9.30  a  share  in  cash  flow  our  soj 
expects  the  company  to  generate 
year.  In  addition,  Mobil,  led  by 
chairman  Allen  Murray,  may  st. 
tailer  Montgomery  Ward.  As  a 
60%  of  Mobil's  revenues  are  in 
eign  currencies,  there's  a  weak  d 
play  here  as  well.  Mobil  also  is  h: 
leveraged  in  natural  gas;  with  p 
expected  to  rise  over  the  next 
years,  it  stands  to  benefit  handst 
ly.  The  yield  is  an  attractive  5% 

So  why  doesn't  the  money  mar 
like  Mobil?  He  does  like  it,  but  n 
44  a  share.  "If  it  were  to  drop, 
15%  or  so,  to  37,  then  I'd  like, 
whole  lot  more,"  says  he.  "At 
times  cash  flow  or  less,  Mobil's 
of  a  buy."  Calling  the  oil  rru 
"choppy  at  best,"  our  source  fig 
there  will  be  plenty  of  opportun 
yet  to  come  for  patient  investo 
get  their  oils. 


Chemical  reaction 

If  you're  not  into  the  big 
should  you  be  in  the  big  ch 
cals?  Last  year  was  the  fifth  cona| 
tive  year  of  sales  and  profit  growt 
the  chemical  industry.  Among 
reasons:  a  strong  world  econom> 
the  weak  dollar. 

Consider     the     success     of 
Chemical  Co.  In  the  second  and  I 
quarters  of  1987,  the  giant's  pla 
business  earned  a  record  25%  to  ] 
on  sales,  as  spreads  between  ra\ 
terials  costs  and  end-product 
widened  dramatically.   Dow's 
climbed    51%    last    year,    the 
among  the  big  cap  chemicals 
ahead  of  the  S&P  500's  2%  rise. 

John  Bye  of  Philadelphia's  PN<] 
nancial  Corp.  says  operating 
continue  tight;  the  industry  is  J 
putting  through  price  increases. 
Bye  frets  that  world  demand  for  i 
tics  will  finally  lose  steam  late 
year — thus  posing  a  potential  prolj 
for  commodity  chemical  prodij 
like  Dow. 

Bye  points  out  that  while  the 
chemical  trade  balance  should  co  i 
ue  to  improve,  exports — 15%  of 
shipments— already  are  approa 
peak  levels.  The  dollar  may  be"< 
toming  and  could  turn  up  ovei: 
next  couple  of  years.  Bye  also  r| 
that   current   product   price   spil 
over  material  costs  are  substantl 
higher  than  during  the  previous  c: 
cal  peaks  of   1974-76  and    197': 
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;lusion:  At  a  recent  price  of  82Vi, 
is  selling  at  13  times  latest  12- 
th  earnings  and  is  vulnerable  to 
ings  disappointments  late  this 
or  in  1989. 

organ  Stanley  &  Co.'s  chemicals 
yst  Paul  Leming  still  has  Dow  on 
ecommended  list.  But  he  worries 
at  some  point  this  year  the  share 
:s  of  commodity  chemical  com- 
es are  sure  to  discount  whatever 
news  is  left  in  earnings.  When 
time  comes,  he  suggests  inves- 
trade  out  of  Dow  and  into  Mon- 
d  Co.  (recent  price  of  85%),  on 
;h  he  already  has  put  out  a  buy. 
ing  likes  Monsanto's  revamped 
maceutical  division,  its  noncycli- 
igricultural  earnings,  its  Nutra- 
;t  business  and  its  share  buyback 
ram. 

ming  also  likes  Hercules  Inc.,  re- 
ly at  48 'A.  After  its  sale  of  Hi- 
t,  says  the  analyst,  Hercules  has 
me  relatively  immune  to  the  eco- 
ic  cycle.  Leming  notes  that  Her- 
s'  aerospace  business,  mainly  sol- 
id rocket  motors,  accounts  for 
of  total  earnings  ($3.80  a  share 
perations  in  1987).  Leming  thinks 
jroportion  will  top  50%  by  1990. 


I  brilliant  CareerCom 

[areerCom  Corp-,  says  William 
Block  of  New  York-based  New 
c  &  Foreign  Securities,  is  a  growth 
et.  Headquartered  in  King  of 
sia,  Pa.,  the  company  operates  76 
tional  schools  in  19  states  (most 
in  California,  Ohio  and  Texas), 
hing  everything  from  accounting 
actor-trailer  driving.  For  the  fiscal 
ended  Sept.  30,  CareerCom  re- 
ed its  sixth  consecutive  year  of 
rd  sales  ($84  million)  and  eam- 
($4.4  million,  56  cents  a  share). 
k  is  looking  for  at  least  $1  a  share 
year.  Recent  price  for  the  8.4  mil- 
o-t-c  shares  outstanding:  HVs. 
hat  of  Secretary  of  Education  Wil- 
i  Bennett's  unhappiness  with  the 
.  default  rates  on  government- 
anteed  loans  to  vocational  school 
ents?  Of  CareerCom's  total  stu- 
enrollment  of  26,000,  96%  are 
receiving  loans  or  grants  from 
federal  government.  A  Depart- 
t  of  Education  crackdown  on  fi- 
:ing  could  hurt.. 

it  CareerCom  chief  executive  Mi- 
ll McKinney  is  thinking  ahead, 
ust  hired  Richard  Hastings,  who 
in  charge  of  debt  collection  for 
Department  of  Education  and  will 
ice  president  of  government  pro- 
s  at  CareerCom. 
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When  a  401(k)  plan  seems 
more  a  problem  than  a  benefit, 
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Establishing  and  main- 
taining a401(k)  plan  for 
your  employees  should 
be  a  readily  attainable 
goal. 

At  Scudder,  we  deliver 
effective  401  (k)  programs 
which  feature  no-load 
mutual  funds.  We  under- 
stand the  retirement 
planning  needs  of  companies  like  yours 
so  thoroughly  we  can  make  your  plan  a  virtually  turnkey  operation. 

Scudder,  Stevens  &  Clark  has  been  a  professional  money  manager 
since  1919,  and  now  manages  over  $30  billion.  Call  Scudder  today 
and  turn  our  experience  to  your  benefit.  1  -800-323-61 05  Ext.  1 88 

For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  current  pro- 
spectus Read  carefully  before  you  invest  or  send  money.  Scudder  Fund  Distributors,  Inc.,  Underwriter. 

SCUDDER 


IN  PARADISE 

An  island  paradise  that  offers 
JTv.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
1  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,950 


fc?   ffi  til. 

•      V  -**   . 


.   - 


- 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 

For  information  please  write: 
Fiji  Manager/Dept  C2 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
or  call  (303)  379-3263 
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Concord  Oil 92 
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Country  Journal 199 

Cray  Research  179 
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Cyprus  Semiconductor  158 

Daiwa  International  Capital 184 

Daiwa  Securities  34,  183 

Dataquest  148,  158 
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Group  52 

Dell  Computer  84 

Walt  Disney 49,  60,  92 
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Dow  Jones  (Vail  Street  Journal) 60 
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First  Wachovia  

Fisher  Transportation  Services  . 

Fleet/Norstar 

Fluor 

Foot  Locker 
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GE  

GE  (Kidder,  Peabody)  

L.A.  Gear  

General  Motors  8,  15,  170,  1 

General  Public  Utilities  Service 

General  Re  

Georgia  Federal  Bank  

Georgia  Power  &  Light 

Gingiss  Formal  Wear  

Gist-Brocades  

Goldman,  Sachs  84, 

Grant  Thornton 

Gulf  Canada  

H&R  Block  

Hambrecht  &.  Quist 

Harcourt  Brace  Jovanovich  

Harper  &  Row  _ 

Harris  

Hathaway  

Health  Tec 

Hearst  (San  Antonio  Light)  

Helene  Curtis  Industries  

Helvetia  Fund  

Henderson  Administration  Group 

Hercules 

Hewlett-Packard  
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Honda  15, 

Hondo  
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Houghton  Mifflin 
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Houston  Post 

HowardSoft 

Hulbert  Financial  Digest 
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Hyster  

IBM  60,  84,   123,   1 

ICH  

Immune  Response 

Inco  

Inland  Steel 

Intel 

International  Aluminum  

International  Flavors 

&  Fragrances  

Investment  Seminars  

Investor's  Daily  

Investors  Intelligence  
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It  may  not  be  pulling 
a  rabbit  out  of  a  hat, 
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A  copy  ol  the  last  tmancial  reports  filed  with  the  Department  oi  State  m.iv  he  obtained 

h\  writing  to:  New  York  State  Department  ot  State.  Office  ol  Charities  Registration.  Albany. 

Now  York  1 22M  .  or  1  he  Fresh  Air  Fund.  1040  Avenue  of  the  Americas.  New  York.  NY.  10018.         Photographer:  Scott  Areman 

but  if  s  magic 


When  a  city  child  first  gets  a  taste  of  life 
country,  something  magical  happens, 
xete  and  steel  are  suddenly  transformed 
into  gieen  grass  and  trees.  That's  what  The 
Fresh  Air  Fund  is  all  about.  But  it's  a  kind  of 


magic  that  can  only  happen  with  your  help. 

It  costs  only  $198  for  each  city  child  to 
experience  a  magical  two  weeks.  So  give  to 
The  Fresh  Air  Fund  at  1040  Avenue  of  the 
Americas,  New  York,  NY  10018. 


The  Fresh  Air  Fund 

You're  making  more  than  a  donation. 
You're  making  a  memory. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


The  more  things  change. . . ." 
:ms  from  past  issues  of  Forbes 

ty  years  ago  in  Forbes 

the  issue  of  March  1,  1928) 

there  anything  about  oil  that 
:s  men  dishonest?  Everywhere 
;o  the  talk  is  of  'oil  scandals.'  For 
'Wall  Street'  is  not  the  offender. 
Far  West  has  had  a  scandal  of  its 
a  scandal  involving  many,  many 
ons  of  dollars  and  many,  many 
:ns  of  reputation  and  responsibil- 
he  Julian  Oil  scandal  in  Los  An- 
.  It  has  brought  down  indictments 
the  heads  of  half  the  financial  and 
iess  leaders  in  the  city,  in  most 
nces  for  usury  but  in  other  in- 

!es  for  something  very  much  more 
as.  The  victims,  buyers  of  spuri- 
■  tock,  number  thousands." 

I  vrolet,  the  General  Motors  divi- 
3  :hat  comes  nearest  to  competing 
i  Ford  in  price,  is  going  strong, 
i  a  January  production  of  better 
i  91,000  and  a  February  schedule 
1,000.  Indications  are  strong  that 
e  tter  figure  will  be  exceeded.  .  .  ." 

i  y  years  ago 

H  the  issue  of  March  1,  1938) 

i  revious  depressions,  either  prof- 
llere  sacrificed  by  price  conces- 
»j ,  or  wages  were  lowered,  or  both 
c  s  were  used  to  increase  con- 
x  tion.  Today,  prices  are  main- 
|i  i  by  agreements  and  by  the  sanc- 
R  >f  law,  and  wages  by  trade  union 
■  r,  with  the  result  that  the  flexi- 
U  needed  to  pull  ourselves  out  of 
oppression  is  lacking." 
-  vlacy's  President  Percy  S.  Straus 

it  es  in  California  are  putting  plac- 
dj  i  their  windows,  listing  the  man- 
a  jrers  who  have  fair-price  con- 
1,  and  applying  'gentlemen's 
Hnent  pressure'  to  some  of  the 
Is.  Manufacturers  selling  in  the 
is  ire  considering  going  to  court  to 
B4i  retailer  trade  associations,  on 
«  ea  that  when  such  an  association 
B:mns  a  manufacturer  the  effect  is 
x+:ott.  When  the  price  of  one  line  of 
fjil  similar  products  was  cut  in  a 
tt<L  price  war,  the  producers  told 
d  .alesmen  that  commissions  must 
I : . . .  the  salesmen,  through  their 
li  ,  promptly  decided  to  stop  selling 
*  oduct.  .  .  ." 


Twenty-five  years  ago 

(From  the  issue  of  Marclo  1,  1963) 


Metromedia's  John  Kluge 


"Pausing  last  month  between  air- 
plane trips  and  the  last-minute  negoti- 
ations for  buying  his  fifth  radio  sta- 
tion, peripatetic  John  Kluge,  chairman 
and  president  of  Metromedia,  Inc., 
stopped  for  a  brief  moment  of  reflec- 
tion. 'A  dope  can  make  money  in  this 
business,'  he  said." 

"The  business  world  saw  Ralston  Pur- 
ina founder  William  H.  Danforth 
(1870-1955)  as  a  stubborn  turn-of-the- 
century  entrepreneur  who  built  a  tiny 


St.  Louis  feed  business  into  the  big- 
gest company  in  its  field.  But  to  the 
citizens  of  St.  Louis  he  was  more  no- 
table as  a  philanthropist  (youth 
camps,  the  Danforth  Foundation,  St. 
Louis  Christmas  Carols  Association). 
And  to  his  employees  he  was  some- 
thing of  a  martinet  as  well — exercises 
instead  of  coffee  breaks,  no  smoking 
in  the  office,  fines  for  using  the  term 
'feeds'  instead  of  'chows.'  " 


Ten  years  ago 

(From  the  issue  of  March  6,  1978) 

"Country  Journal  is  in  the  midst  of 
its  first  break-even  fiscal  year,  and  is 
expected  to  turn  a  modest  profit  by 
year's  end;  circulation  has  made  a 
steady  climb  from  around  30,000  in 
the  spring  of  1974  to  about  150,000 
today;  ad  revenues,  which  had  started 
around  $10,000  an  issue,  reached 
$100,000  last  October.  'I  have  a  five- 
year  projection,'  says  [William]  Blair, 
the  publisher,  'but  I'm  not  always 
sure  I  believe  it.'  " 


Purina  founder  William  //.  Danforth 


Country  Journal  publisher  William  Blair 

"I  think  people  buy  diamonds  out  of 
vanity,  and  they  buy  gold  because 
they're  too  stupid  to  think  of  any  other 
monetary  system  which  will  work — 
and  I  think  vanity  is  probably  a  more 
attractive  motive  than  stupidity." 

— Gold  and  diamond  producer 
Harry  F.  Oppenheimer 

"Maybe  the  way  to  get  the  Post  Office 
on  the  ball  is  to  repeal  its  monopoly 
on  First  Class  mail.  At  present  rates, 
private  enterprise  delivery  systems 
might  be  able  to  compete  profitably 
and  most  certainly  should  be  encour- 
aged to."  — Malcolm  S.  Forbes 
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It  is  not  greedy  to  enjoy 
a  good  dinner,  any  moi  e  chan 
it  is  greedy  to  enjoy  a  good 
concert.  But  I  do  think  there 
is  something  greedy  about 
trying  to  enjoy  the  dinner 
and  the  concert  at 
the  same  time. 
G.K.  Chest 


Extreme  avarice  misapprehends 
itself  almost  always;  there  is 
no  passion  which  more  often 
misses  its  aim,  nor  upon  which 
the  present  has  so  much 
influence  to  the  prejudice 
of  the  future. 
La  Rochefoucauld 


In  our  culture  we  make  heroes 
of  the  men  who  sit  on  top  of 
a  heap  of  money,  and  we  pay 
attention  not  only  to  what 
they  say  in  their  field  of 
competence,  but  to  their 
wisdom  on  every  other 
question  in  the  world. 
Max  Lerner 


Prudery  is  a  form  of  avarice. 
Stendhal 


The  dullard's  envy  of  brilliant 
men  is  always  assuaged  by  the 
suspicion  that  they  will  come 
to  a  bad  end. 
Max  Beerbohm 


Covetousness  has  such  a  blinding 
power  that  all  the  arguments 
in  the  world  will  not  convince 
a  man  that  he  is  covetous. 
Thomas  Wilson 


Of  living  creatures,  business 
men  are  nearest  sanc;  their 
philosophy  is  as  accurate 
as  their  multiplication 
table. 

)WE 


nderstands 
lan 


Thoughts 

on  the  Business  of  Life 


In  the  nature  of  things,  the  man 
who  creates  or  builds  up  a  might}1 
financial,  industrial,  mining,  or 
commercial  organization  usually 
makes  money,  often  a  great  deal  of 
it.  In  business  profit  is  the  reuard 
of  successful  achievement.  But  the 
man  who  sets  up  money-making  as  his 
primary,  his  sole  goal,  who  subverts 
everything  to  that  end,  seldom  fulfills 
his  tiarrow,  Midas-like  ambition 
B.C.  Forbes 


The  only  vice  that  I  perceive  in 
the  universe  is  avarice;  all  the 
others,  whatever  name  they  be 
known  by,  are  only  variations, 
degrees,  of  this  one. 
Morelly 


A  business  that  makes  nothing 
but  money  is  a  poor  kind 
of  business. 
Henry  Ford 


Greed,  like  the  love  of  comfort, 
is  a  kind  of  fear. 
Cyril  Connolly 


The  real  demon  is  success — the 
anxieties  engendered  by  this 
quest  are  relentless,  degrading, 
corroding.  What  is  worse, 
there  is  no  end  to  this 
escalation  of  desire. 
Marya  Mannes 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  m  a  two- 
volume  boxed  set  at  S31.95  ($18.50  per  vol- 
ume if  purchased  separately ).  Also  available, 
a  one-volume  edition  of  over  3.000 
■Thoughts .'•  Price.  S18.S0.  Send  check  and 
order  to  Forbes  Inc..  60  Fifth  Ave..  New  York. 
NY.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Men  hate  the  individual  whom 
they  call  avaricious  only 
because  nothing  can  be 
gained  from  him. 
Voltaire 


Some  men  worship  rank,  some 
worship  heroes,  some  worship 
power,  some  worship  God,  and 
over  these  ideals  they  dispute—  | 
but  they  all  worship  money. 
Mark  Twain 


In  the  battle  for  existence, 
talent  is  the  punch,  and  tact 
is  the  fancy  footwork. 
Wilson  Mizner 


To  hazard  much  to  get  much 
has  more  of  avarice 
than  wisdom. 
William  Penn 


It  ain't  so  much  trouble  to  get 
rich  as  it  is  to  tell  when 
we  have  got  rich. 
Josh  Billings 


A  Text . . . 

He  that  loveth  silver  shall 
not  be  satisfied  with 
silver;  nor  he  that  loveth 
abundance  with  increase: 
this  is  also  vanity. 

ECCLESIASTES  5:10 


Sent  in  by  Elaine  Singer,  Detroit, 
What's    your    favorite    text?    The 
Scrapbook  of  Thoughts  on  the  Busine 
Life      is       presented       to      senders 
texts  used. 


An  end  to  our  getting  is  the 
only  end  to  our  losses. 
Publilius  Syrus 


"What  I  like  about  gluttony,"  a 
bishop  I  once  knew  used  to  say, ' 
that  it  doesn't  hurt  anyone  else. 
Monica  Furlong 


200 


FORBES,  MARCH  I 


jMarch  V 

j  XL    3,UUU   V/iltlJL  1  l£id  — 

!  THE  PROHTS  POUR 


6UBUHGAME  PUBLIC  UBR»R 


nvtf  ESPRIT  LOST 
ITS  SPIRIT 


£ErX?Ot  9042    02357 

A  liL.Kh.ini/  iiiiiiiia 


THREE  DOLLARS  SEVENTY  FIVE  CENTS 


IC  RICHFIELDS 
I  WRICK  COOK 

0  A  BARREL 
tOFITSINAN 


t 


8  WORLD 


ARCO  >i  pe 
Unleat  e  f 


Guarsm 


JURLINO 

MAR?    1981 
LIBRARY" 


' 

mfa*   m§ 

¥1 

7      ',■,, 

♦                    » 

1 1 

fl7»« 

0T0«?6                 VD               3KVCNI" 

mi  Dinars          Niinnfl 

EGCO       68    6TdES    TOO    UCT^ZIS 
010^6    HflQ-S    «<»«*i><i***«i**** 

Q?0"0  8 

mini  hhh 



V    A 


The  second  generation  of  Esquire  watches 

from  Movado  feature, 

in  time-honored  detailing,  the  day  of  the  week, 

i  he  date  and  sweep  second  hand. 

With  fine  crocodile  straps. 

A  tradition  in  timepieces  continues... 

for  the  esquires  of  today. 


Individualistic,  the  Enquire  Collection  is  Swiss  crafted. 
nt,  quartz  accurate,  a  contemporary  concept  of  a  classic  that  re-defines  tradition.  Priced  at  $295. 

K..r  bradnm  send  $L>  k,  Movado.  Dept.  FB,  650  Fifth  Avenue.  NY.  NY  10019 


jles  had  it  pretty 
hydra.  He  simply 
$s$$f   knuvkcd  off  the  outer  heads,  and 
then  buried  the  central,  immortal 
head  under  a  rock. 

Unfortunately  struggling  with 
modem  management  problems, 
like  productivity  improvement, 
can  be  tougher  than  the  Hydra. 

That's  why,  when  modem 
management  looks  to  improve 
productivity,  they  look  to  us. 

We've  enhanced  productivity 
for  half  the  top  1000  companies 
in  America.  In  addition,  we've 
worked  in  25  countries  overseas. 
And  we  don't  just  improve 
profits.  We  also  improve  quality 

On  the  average,  our  clients 
realize  a  400%  return  on  their 
investment  in  the  first  year 
after  installation. 

Recently,  we  worked  for  a  major 
bank  whose  travelers  check  process- 
ing was  so  antiquated  they  were 
thinking  of  closing  the  division. 

We  devised  a  productivity  plan 
and,  what's  even  more  important, 
we  installed  it.  Result:  a  smooth, 
efficient  operation  that  was  turning 
a  profit  in  only  six  months. 

Alexander  Proudfoot 

The  Power  of  Productivity 

If  you'd  like  to  hear  how  we 
might  work  for  you,  call  us  at  800- 
843-4877.  We  think  it's  the  most 
productive  move  you  can  make. 


1946  Executive  offices:  249  Royal  Palm  Way,  Palm  Beach,  FL,  33480  Operating  in  the  United  States,  Canada.  Mexico,  Brazil, 
itain.  France.  Federal  Republic  of  Germany,  Italy.  Spain,  Portugal,  Sweden.  Denmark,  Ireland,  Luxembourg,  The  Netherlands. 
Belgium.  Australia,  Hong  Kong,  Malaysia,  Singapore,  Taiwan,  Thailand.  In  Florida  or  Canada,  call  305-655-9300. 
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THE  MERCEDES-BENZ  S-CLASS: 

FOR  PEOPLE  WHO  HAVE  LEARNED  FROM  EXPERIENCE 

TO  BUY  ALL  THE  INTEGRITY  THEY  CAN  GET. 


The  most  revealing  test  of  an  exotic  high- 
performance  luxury  sedan  is  not  the  racetrack 
or  the  skidpad  but  day-in, 
day-out  reality.  Which  for 
some  disillusioned  owners  can 
end  up  being  all  too  exas- 
peratingly  real. 

Enter  the  Mercedes- 
Benz  S-Class  and  its  antidote 
of  pure,  proven  automotive  integrity. 

You  buy  an  automobile  systematically 
engineered  in  eight  years  of  development  to 
back  its  high  technology  with  high  reliability. 
Which  may  explain  a  record  of  owner  satisfac- 
tion so  satisfying  that  more  Mercedes-Benz 
owners,  by  impartial  survey,  would  buy  again 
than  would  owners  of  any  other  make. 

You  own  an  automobile  engineered  to 
rare  if  not  unique  standards  of  mechanical 
endurance— the  key  to  durability.  A  trait  the 
resale  statistics  reflect:  over  the  years, 
Mercedes-Benz  automobiles  as  a  line  have 
retained  the  highest  percentage  of  original 
value  of  all  cars.  Period. 

You  drive  the  automobile  that  pio- 

:  both  the  Anti-lock  Braking  System 

I  the  Supplemental  Restraint  System 


(SRS),  with  drivers-side  air  bag.  But  has  neve 
pioneered  an  onboard  electronic  gizmo.  Ai 
integrity  of  priorities  that  ha: 
helped  Mercedes-Benz  eari* 
and  keep  its  mantle  of  engi 
neering  leadership. 

You  live  with  an  auto 
mobile  backed  by  a  sales  an( 
service  network  arguably  sec 
ond  to  none.  Epitomized  by  Mercedes-Ben:i 
Roadside  Assistance— the  first  such  program 
and  still  the  only  one  to  dispatch  not  just  th< 
handiest  tow  truck  but  a  factory-trained  tech 
nician  to  your  aid.  Evenings,  weekends  an( 
holidays— 365  days  a  year. 

Your  choice  of  S-Class  sedans  ranges 
from  the  560  SEL  and  420  SEL  V-8s  to  the  nev 
six-cylinder  300  SEL  and  300  SE.  Each  blend: 
high  performance  with  the  most  civilized  com 
fort  on  wheels.  But  the  greatest  comfort  of  tht 
Mercedes-Benz  S-Class  may  ultimately  be 
purely  emotional  one:  the  absolute  reassurance 
of  absolute  integrity. 


Engineered  like  no  other  car  in  the  world 
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One  thing  leads  to  another 

Our  story  on  Esprit  de  Corp.  in  this  issue  (p.  91)  is  not  a  hap 
one.  It  chronicles  the  cooling  off  of  what  was,  only  two  ye 
ago,  a  dazzlingly  hot  young  company  in  the  apparel  business 
has  lessons,  not  just  for  people  in  the  volatile  world  of  fashi 
who  must  stay  close  to  consumer  trends,  but  for  anyone  w 
must  manage  fast  growth. 

Esprit's  troubles  first  caught  the  interest  of  Reporter  Ral 
King  Jr.  last  summer,  when  King  was 
a  member  of  the  team  researching 
the  1987  report  on  the  richest  Ameri- 
cans— The  Forbes  Four  Hundred.  Co- 
owners  Doug  and  Susie  Tompkins 
had  made  the  previous  year's  list  as  a 
family  with  a  combined  net  worth  of 
$350  million,  but  company  sources 
and  whispers  in  the  trade  press  indi- 
cated they  wouldn't  make  the  list 
again.  They  didn't. 

King  pursued  the  story,  and  one 
thing  led  to  another.  Doug  and  Susie 
Tompkins  turned  down  repeated  re- 
quests for  interviews,  but  a  clear  pic- 
ture began  to  emerge  after  interviews    Ralph  King  Jr. 

with  dozens  of  department  store  ex-    

ecutives,  retail  marketing  and  fashion  experts,  former  and  i 
rent  employees  and  competitors.  Most  insisted  on  anonyml 
Many  customers  shared  their  views  openly,  however,  in  vi 
to  stores  in  San  Francisco,  Los  Angeles  and  New  York. 

In  the  end,  King  did  meet  Doug  Tompkins — for  just 
minutes  as  he  finished  a  cup  of  tea  in  the  chic  cafe  he  built  i 
Esprit  headquarters  in  San  Francisco.  He  tried  to  persuade  K 
to  hold  off  on  the  story.  We  declined. 

3,000  varieties 

Few  names  in  trade  are  as  well  known  as  HJ.  Heinz,  yet 
Heinz  name  is  nowhere  to  be  found  on  packages  of  its  Ore 
brand  line  of  frozen  potatoes.  Nor  will  you  find  the  name. 
Star-Kist  tuna,  Weight  Watchers  entrees  or,  for  that  ma 
Nine  Lives  cat  food — all  of  them  household  names  and  a 
them  Heinz  products. 

I  he  absence  is,  of  course,  a  calculated  marketing  decisio; 
a  company  at  the  top  of  its  marketing  game.  For  a  repor 
Heinz,  showing  how  and  why  it  got  there,  see  page  58.  It 
written  by  Kerry  Hannon,  a  staff  writer  in  our  Washinj 
bureau,  who  grew  up  in  Pittsburgh,  where  Heinz  is  headq 
tered,  thinking  only  one  company  in  the  world  made  ketcf 
baked  beans  and  pickles. 

Now,  about  your  backhand 

If  a  state-of-the-art  tennis  racket  goes  for  $300,  why  blink 
tennis  camp  that  might  set  you  back  $1,375  for  a  Sunda 
Sunday  immersion  in  the  game,  including  splendid  accom 
dations  and  three  good  meals  a  day  in  an  incomparable  sett 
On  page  164  we  report  on  just  such  a  spot. 
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Seoul  man. 

After  a  while,  the  business  traveler  leels  as 
comfortable  walking  these  streets  as  his  own. 

And  when  you've  reached  that  point,  you've 
also  discovered  the  best  way  to  get  there.  United. 

Fine  meals,  double-feature  films,  a  full 
complement  of  amenities.  It's  the  best  in  inter- 
national travel,  all  served  up  with  Friendly  Skies 
spirit.  Not  to  mention  hefty  Mileage  Plus 
bonuses  when  you  fly  First  or  Business  Class. 

You  choose  United  to  Seoul.  Because  you 
know  that  traveling  great  distances  is  no  reason 
not  to  feel  right  at  home. 

United.  Rededicated  to  giving  you  the 
service  you  deserve. 

Come  fly  the  friendly  skies. 


Xl 


/ 


I 


Osaka  •  Hong  Kong  •  Seoul  •  Taipei  •  Sydney  •  Melbourne  •  Benin 
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Bangkok 


Follow-Through 
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Incompe- 
tence, Inc. 

Dec.  1,  1986 


ismanagement  by  Rooney,  Pace 
,  cofounders  Pat  Rooney  and  Ran- 
dy Pace  turned  the  brokerage  firm's 
1983  pretax  earnings  of  $23  million  to 
a  huge  loss  by  fiscal  1985.  Much  of  the 
problem  related  to  the  unfriendly  ac- 
quisition of  Norlin  Corp.,  the  owner 
of  a  troubled  financial  printer.  As 
Rooney  tore  through  capital,  his 
firm's  stock  fell  from  8  Vi  in  1983  to  Va 
before  it  closed  in  1987.  After  Pat 
Rooney  left  to  run  Norlin  (renamed 
Service  Resources),  Forbes  worried 
that  history  might  be  repeated  there. 

We  were  right.  Service  Resources' 
debt  rose  from  57%  of  capital  in  1983 
to  88%  in  1986,  the  firm  lost  $7  mil- 
lion on  sales  of  $120  million  in  the 
first  nine  months  of  last  year  and  its 
financial  printing  subsidiary  missed 
interest  payments  due  on  $50  million 
of  junk  bonds  Nov.  1 .  Bondholders  are 
renegotiating  their  paper,  but  Black 
Monday  put  a  cloud  over  the  industry, 
so  SR's  losses  are  likely  to  mount. 

Meanwhile,  Pat  Rooney,  who  was 
never  called  to  task  for  questionable 
securities  practices  at  Rooney,  Pace, 
has  been  indicted  for  tax  fraud  in  New 
York  and  has  taken  a  leave  of  absence 
from  SR.  Replacing  him  is  Leonard 
Toboroff,  formerly  counsel  to  the  dis- 
banded law  firm  Finley,  Kumble,  who 
still  feels  uneasy  talking  about  the 
company. — Alyssa  A.  Lappen 


The  best 
revenge 
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Made  wiser  by  his  Seeq  experience, 
Campbell  sold  private  investors  only 
35%  of  his  new  company,  keeping 
64%  for  himself  and  employees. 
Forbes  predicted  his  strong  motiva- 
tion would  pay  off. 

Chips  nearly  collapsed  in  1985, 
when  it  lost  $1.1  million  on  sales  of 
only  $1,000.  But  in  fiscal  1987  it 
earned  a  neat  16%  aftertax  return  on 
sales  of  $80  million,  as  firms  like 
NEC,  Wang  and  Tandy  began  buying 
its  IBM-compatible  chips.  In  the  first 
quarter  of  1988,  Chips  earned  $4.7 
million  on  sales  of  $29.6  million. 

Campbell  is  testing  a  new  chip  set 
that  copies  the  IBM  PS/2,  and  he  says 
knockoffs  could  be  on  the  market  by 
1989.  IBM  threatens  to  sue  anyone 
who  copies  its  newest  model.  But 
Campbell  claims  some  customers  al- 
ready have  licensing  deals  with  IBM. 

Chips,  its  private  investors  and  em- 
ployees have  sold  3.5  million  shares 
publicly,  but  insiders  still  own  47%  of 
the  firm.  Campbell  himself  still  holds 
a  19%  stake,  now  worth  $39  million. 
Success  is  the  best  revenge. — A.A.L. 


Times 
Square 

redux 

Oct  8,  1984 


Arte!    venture   capitalists   control- 
Si  eq  Technology  forced  out 
I'll  CampbeU  in  1984,  he 
d    i    new    company,    Chips   & 
'"ijics,  to  turn  out  compute! 
tabling  IBM  competitors  to 
i(  is   of   IBM    PCs. 


Opponents  had  cited  Klein's  contribi 
tions  to  Mayor  Ed  Koch's  electic 
campaign  and  to  a  pet  charity  chose 
by  another  city  official  as  evidence  i 
improper  influence.  Both  the  U.S.  A| 
torney  and  the  city's  Department  i 
Investigation,  though,  found  nothir 
unlawful  in  Klein's  award. 

The  land  leases  Klein  needs  to  xrJ 
the  buildings  in  his  way  at  the  Cros 
roads  of  the  World  and  to  constru 
the  four  office  towers  that  anchor  tl 
project  should  get  final  approval  soo 

For  his  pains  Klein  wins  tax  breal 
that  the  city  says  are  worth  $350  m: 
lion  and  opponents  think  are  wor 
over  $500  million.  In  return,  Kle 
could  break  even  charging  rents 
roughly  a  third  less  than  unsubsidm 
developers,    strengthening    Manh; 
tan's  hand  competing  against  oth 
boroughs  and  New  Jersey  for  tenan' 
The  city  also  gets  neighborhood  iri] 
provements    and    a    10%    share 
Klein's  net  cash  flow. 

"It's  a  wonderful  economic  oppc  j 
tunity  for  the  city,"  Klein  says.  Ail 
evidently  wonderful  for  him. — A.A.) 


Censorship 
in  space 

Sept.  7,  1987 


With  experienced  developers  ma- 
neuvering to  get  in  on  a  $1  bil- 
lion face-lift  planned  for  Times 
Square,  it  seemed  odd  to  Forbes  iVi 
years  ago  that  George  Klein,  an  ob- 
scure candymaker,  should  land  the 
deal.  But  noting  that  he  had  done 
much  behind-the-scenes  politicking, 
we  predicted  that  Klein  would  even- 
tually get  the  job. 

The  estimated  cost  for  the  project, 
including  a  giant  merchandise  mart 
and  luxury  hotel,  has  more  than  dou- 
bled to  $2.5  billion,  since  we  wrote, 
and  its  completion  date  has  been 
pushed  from  1991  to  1994.  But  Klein 
and  and  his  equity  partner,  Prudential 
Insurance  Co.,  cleared  one  of  the  final 
hurdles  last  month.  Klein  spent  an 
estimated  $20  million,  in  part  on  legal 
and  othei  tecs  to  survive  27  lawsuits 
that  were  filed — and  ultimately  dis- 
missed— against  the  massive  project. 
At  least  two  more  arc  still  pending. 

But  Klein  may  be  out  of  the  woods. 


Private  satellites  have  been  tak 
pictures  of  Earth  since  1984 
the  Commerce  Department,  cc 
ccrned  about  national  security,  1 
summer  used  an  obscure  1984  law 
allow  the  Defense  and  State  depa 
ments  to  block  operation  of  comm 
cial  satellites  or  to  seize  their  phot 
Forbes  noted  that  such  censor! 
would  hurt  U.S.  competitiveness 

Now  President  Reagan  has  chan$ 
the  policy.  Initially,  the  governmt 
had  restricted  satellites  able  to  ta 
pictures  of  anything  10  meters  or  1 
in  size.  But  high-resolution  pho 
graphs  were  already  available  fr< 
France's  Spot  satellite  and  from  Ja 
nese  and  Soviet  birds. 

The  Commerce  Department  clai 
it  never  intended  to  hurt  the  natio 
competitive  position.  Defense 
State  will  still  have  some  say  on  co 
mercial  satellite  operations,  but  n 
rules  on  how  small  an  object  can 
photographed  from  space  are  now 
ing  written.  Says  one  Commerce  I 
partment  attorney,  "It  would  be  i 
likely  for  us  to  restrict  anything  o 
5  meters."— A.A.L. 
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MasterCard  presents 

The  BusinessCardChallenge 

pare  these  two  company  T&E  card  systems  and  see  which  one  lets  you  manage  your  business  better. 


igement  Control:  Both  the  MasterCard  BusinessCarcT  and  American  Express®Corporate  Card  provide  MIS  Reports. 
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ptance:  MasterCard®  is  accepted  at  over  5  million  merchants  worldwide— 3  times  more  than  American  Express. 
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Access:  MasterCard  gives  you  cash  access  at  over  150,000  locations— 5  times  more  than  American  Express. 
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idual  Spending  Limits:  MasterCard  lets  you  set  them.  American  Express  does  not. 
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'.sarly,  the  MasterCard  BusinessCard™  gives  you 

flexibility  and  control. 

lets  you  set  flexible  spending  limits  for  superior 

Dntrol.  And  with  in-depth  MIS  reports,  you  can 
ior  exactly  where  your  money  is  going. 
I  like  American  Express,  the  program  is  designed 

iplemented  by  your  bank  to  fit  your  specific  needs. 

rs  greater  flexibility  in  the  form  of  an  optional 

ed  payment  plan  so  you  can  better  manage  your 

low. 


Your  employees  will  enjoy  our  superior  acceptability, 
while  you'll  appreciate  the  wide  range  MasterCard  mer- 
chants offer  in  price,  style  and  location.  And  with  easy 
cash  access  at  over  150,000  locations,  the  BusinessCard 
virtually  eliminates  the  need  and  expense  of  petty  cash 
advances. 

MasterCard  can  even  put  your  company  name  on  top 
of  the  card;  American  Express  puts  theirs. 

Now  that  you  know  the  facts,  the  BusinessCard 
challenge  is  really  no  contest  at  all. 


loose  The  BusinessCard  That  Makes  A  Difference" 


isterCand  International  Inc. 


MasterCard 


GO  AHEAD. 
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The  Gieat  American  Road  belongs  to  Buick. 
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Gephardt  and  the  bears 

Dick  Gephardt  doesn't  have  to  win  in 
the  Super  Tuesday  primaries  to  scare 
hell  out  of  the  stock  and  bond  mar- 
kets. Why?  His  protectionist  views, 
which  have  spooked  a  lot  of  investors, 
especially  abroad. 

Some  investors  fear  that  even  if  it 
doesn't  move  him  closer  to  the  White 
House,  a  strong  showing  by  Gephardt 
in  the  South  could  scare  Congress 
into  approving  some  form  of  the  pro- 
tectionist Gephardt  amendment  to 
the  trade  bill  now  in  conference.  Says 
Sam  Nakagama,  chairman  of  New 
York-based  consulting  firm  Naka- 
gama &  Wallace,  "A  Gephardt  victory 
on  Super  Tuesday  seems  likely  to  trig- 
ger an  immediate  selloff  in  the  bond 
market,  a  slump  in  stocks  both  in  the 
U.S.  and  abroad,  and  heightened  fears 
that  we  may  be  retracing  the  steps 
that  led  to  the  Great  Depression." 
Sounds  like  a  candidate  only  a  bear 
could  love. 

More  woes  at  First  Boston 

How  much  more  bad  news  can  the 
folks  at  First  Boston  take?  First,  hot- 
shot M&A.  men  Joseph  Perella  and 
Bruce  Wasserstein  go  AWOL.  Then 
the  firm  takes  up  to  a  $50  million 
pretax  hit  in  mortgage-backed  securi- 
ties trading.  Now  comes  word  that 
First  Boston's  real  estate  division  is 
going  through  upheaval.  After  selling 
off  a  number  of  properties  in  1987 — 
one  reportedly  at  cost — the  real  estate 
group  was  reorganized  to  report  to 


.    lore,  i '       tgeles 
mherm  are  th*  guests? 


First  Boston's  investment  banking  di- 
vision. Observers  take  this  as  a  sign 
that  real  estate  activities  at  the  firm 
will  focus  more  on  providing  client 
services  than  on  investing  for  its  own 
portfolio. 

According  to  informed  sources,  the 
biggest  real  estate  boo-boo  of  them  all 
is  the  Los  Angeles  Biltmore,  a  hotel 
and  office  partnership  managed  by 
First  Boston  Real  Estate  and  owned  by 
Biltmore  Partners  since  1984.  At  a 
cost  of  $40  million,  the  Biltmore  was 
rehabilitated  to  the  stunning  beauty 
that  it  now  is.  But  there's  this  hitch:  a 
lot  of  empty  rooms.  The  Biltmore  re- 
portedly lost  between  $25  million  and 
$40  million  for  its  partners  last  year, 
who  include  First  Boston  bigs  as  well 
as  partners  at  law  firms  in  New  York 
(Skadden  Arps)  and  Los  Angeles 
(Latham  &  Watkins).  First  Boston 
won't  comment,  but  sources  say  one 
Biltmore  partner  was  dunned  $42,000 
in  December  for  his  share  of  the  prop- 
erty's losses. 

There's  no  question  that  First  Bos- 
ton has  made  big  money  in  real  estate 
in  the  past.  But  the  easy  money  days 
are  over.  As  one  observer  remarked: 
"These  guys  tend  to  have  attention 
spans  in  milliseconds.  And  the  day 
they  can't  make  the  spreads  work, 
they  lose  interest." 

Big  Brother  is  watching 

It  had  to  happen.  With  the  Japanese 
buying  up  so  much  of  America,  it's 
only  natural  that  they'd  want  to  keep 
an  eye  on  how  things  are  going  here. 
Now  they  can,  by  live  American  TV 
news  broadcasts  fed  to  Japan. 

In  late  February  Fujisankei  Com- 
munications, Japan's  largest  media  or- 
ganization ($4.1  billion  in  revenues), 
signed  a  multiyear  contract  with  Min- 
neapolis-based Conus  Communica- 
tions to  buy  news  feeds  from  Conus' 
68  affiliate  stations  across  America. 
Fujisankei,  which  broadcasts  3Vi 
hours  of  news  each  day,  reaches  90% 
of  the  Japanese  population.  Sources 
say  Fujisankei  paid  more  than  half  a 
million  for  the  deal. 

Conus,  a  privately  held  company 
controlled  by  multimillionaire  Stan- 
ley Hubbard,  pioneered  live-remote 
news  coverage  using  advanced  satel- 
lite technology.  The  deal  with  Fuji- 
sankei will  be  great  for  Conus,  but 
what  will  the  Japanese  get?  Some 
national  news,  but  also  insights 
into  true-blue,  down-home  America. 


Guess  that  means  broadcasts  of  Litt 
League  games,  church  socials  ar 
whatever  else  is  playing  in  Peoria. 

Numbers,  please 

Although  it  lobbied  hard  to  reduce  tl 
detailed  financial  reporting  that  a 
pears  in  annual  reports,  General  M 
tors  brass  has  decided  that,  no,  1988 
not  the  year  to  shake  up  shareholde 
with  fewer  financials. 

GM  argued  before  the  SEC  about 
year  ago  that  the  increasingly  con. 
plex  figures  found  in  most  annual  i 
ports  today  are  far  beyond  what  t> 
typical  investor  requires.  Why  m 
GM  asked,  provide  these  numbers  li 
the  proxy  materials  instead?  The  St. 
said  okay. 

The  plan  was  to  have  the  first  of  t. 
easy   reads   in   investors'   mailbox 
this  month.   According  to   inside 
Roger  Smith  liked  the  so-called  sur 
mary  reports  when  they  went  upstakl 
for  his  approval  late  last  year.  Bfl 
apparently  not  for  this  report.  With  li 
its  recent  woes,  gossips  say,  the  acta 
slipping  GM  financials  out  of  the  a 
nual  and  into  the  less  well  read  pro 
statement  might  have  been  misco 
strued  by  some  nervous  shareholde 
Indeed. 

Here  come  the  Swissies 

Yankee  bankers  may  be  losing  th|| 
shirts  these  days,  but  the  Swiss 
busily  donning  new  ones.  In  partid 
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Union  Bank  of  Switzerland,  with 

5  billion  in  assets,  the  largest 
iss  bank.  Shy  and  retiring  Swiss 
ikers?  Not  these.  UBS  has  over  the 
:  year  boosted  its  staffs  in  New 
:k,  London  and  Tokyo,  picking  off 

traders  from  its  competitors.  In 
huge  market  of  Singapore,  it  has 
ome  one  of  the  top  two  foreign 
hange  trading  banks.  UBS  Securi- 
i — the  firm's  brokerage  and  invest- 
nt  banking  subsidiary — topped  the 
of  underwriters  in  Canadian 
ids  last  year. 
4ore  evidence  of  the  newly  aggres- 

I  Swiss?  Instead  of  staffing  its  far- 
lg  offices  with  folks  from  Zurich, 
S  is  buying  up  hot  local  talent.  For 
increasingly  important  foreign  ex- 
nge  business,  UBS  spirited  away 
crack  trading  team  of  Liliana  Nea- 
and  Varick  Martin  from  Merrill 

ich.  Former  First  Boston  trading 
•  Robert  Devine  joined  UBS  Securi- 
'  equity  sales  trading  department 
aid-January,  along  with  Jay  Buck,  a 
:d-income  trader  late  of  Lehman 
thers. 

ing  it  by  the  book 

h  individual  investors  more  out  of 
stock  market  than  in  these  days, 

a  good  thing  the  folks  at  Dean 
ter  can  tap  this  alternative  reve- 

source:  The  Dean  Witter  Guide  to 
onal  Investing,  a  211  -page  invest- 
it  primer  by  Robert  M.  (Stretch) 
i  diner,  Dean  Witter's  retired  chair- 
|i;  off  the  press  this  month  courte- 

6  NAL  Books. 

>ean  Witter's  parent,  mighty  Sears, 
:ertainly  putting  its  marketing 
>cle  behind  the  book.  Some  28 
lion  Sears,  Discover  card  and  Dean 
ter  customers  will  receive  solici- 
Dns  for  the  book  by  mail  in  coming 
iths.  Who  knows?  It  might  just 
)le  Donald  Trump  from  the  best- 
ir list. 

1  ed,  but  not  forgotten 

bit's  worse  than  being  fired?  Just 
i  Irving  Cohen,  a  former  employee 
t  .F.  Hutton  in  New  York  City.  In 
t  days  after  Shearson  took  over  his 
i  i  and  axed  Cohen  along  with  thou- 
i  Is  of  others,  he  received  a  letter 

II  Shearson's  chairman.  Was  Co- 
I  being  reinstated  at  the  newly 
aged  firm?  Not  exactly.  It  seems 
I  irson  was  writing  to  welcome  Co- 
lt, who  had  kept  his  securities  at 
I  ton,  as  a  brokerage  client  of  what 
T  going  to  be  a  truly  great  firm, 
tirson  Lehman  Hutton.  Sniffs  Co- 

"The  only  thing  missing  was  the 
a!  now  that  you're  gone,  have  we  got 
^tnfor  you.'  " 
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WFIAT 

ARXJFSQME: 
JOt  NlCKLAUS, 

Cliff  Dkysdale, 
Pete  Dye  And 
Landfall 

This  unbeatable  team  is  working  wonders  along  the  Intracoastal 


Waterway.  Pete  Dye  has  finished  his  latest  legend.  ^H  Jack  Nicklaus  has 


just  started  his  next  masterpiece  and  Cliff  Drysdale  is  constructing  his  new 

■  tennisAwim  center.  Landfall  is  also  creating  a 
superb  gatehouse  community.  \\  \  |f  Sites,  custom  homes 


and  villas  border  the  rolling  woods,  lakes,  fairways  and 


Waterway.  I    I  Historic  Wilmington,  along  with  the 


nearby  beaches  and  boating  encourage  recreational  variety. 

1990  Eastwood  Rd.,  Wilmington,  NC  28403 
800-227-8208,  800-634-7 857(in  NC),  91 9-256-6111 


Wilmington 
North  Carolina 


L  AND   FA 


Obtain  the  Property  Report  required  by  federal  law  and  read  it  before  signing  anything.  No  federal  agency  has  judged  the 
merits  or  value  it  any.  ol  this  property.  A  statement  and  ottering  statement  have  been  tiled  with  the  Secretary  of  State  of 
the  state  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  oiler  for  sale  or  lease  by  the 
Secretary  of  State  or  that  the  Secretary  ol  State  has  in  any  way  passed  upon  the  merits  ol  such  ottering.  A  copy  ol  the 
ollering  statement  is  available,  upon  request,  from  Landfall  Associates.  This  advertisement  is  not  an  offering  to  New 
Jersey  residents  or  residents  ol  any  state  where  prohibited  by  law. 


lA  Chairman  of 

the  board  place, 

a  well-earned 

reward  place, 

Campton  Place. 


CAMPTON 
PLACE 


HOTEL 


San  Francisco,  at  Union  Square 
(415)  781-5555 
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Readers  Say 


Naked  truth 

Sir:  The  criminal  implications  of  na- 
ked short-selling  greatly  overshadow 
the  insider  trading  scandal  ("Naked 
came  the  short-sellers,"  Feb.  8).  The 
Feshbach  brothers  make  Ivan  Boesky 
seem  like  a  saint. 
— Robert  Baker  Jr. 
Harlingen,  Tex. 


Respect 

Sir:  You  cannot  tarnish  our  gratitude 
for  Boone  Pickens  ("I  don't  get  no 
respect, "Jan.  25).  The  people  of  Ama- 
rillo  care  about  Boone  Pickens,  appre- 
ciate him,  and  support  him  and  Mesa 
Petroleum  more  than  Pickens  can  re- 
alize. You  think  Boone  is  no  longer  a 
power  on  the  national  takeover 
scene — stand  by  and  watch.  He  ain't 
through  yet. 
— Dick  Khoury 
Amarillo,  Tex. 


\l.irk  H.mjiKT  On\^ 


T  Boone  Pickens 


Sir:  Amarillo  has  a  very  poor  newspa- 
per in  the  Globe  Times  and  Boone  Pick- 
ens has  tried  to  help  correct  this  prob- 
lem. Unless  you  subscribe  to  this  pa- 
per, you  couldn't  possibly  appreciate 
our  situation.  I  should  know.  I  have 
been  a  subscriber  for  38  years. 
— C  Rufus  Gout 

Amarillo,  Tex 


A  la  carte 

Sir:  Physician  co-ops  can't  select 
"low"  risks  any  better  than  anyone 
else  ("Physician,  insure  thyself,"  Feb. 
8).  Co-ops  achieve  their  initial  econo- 
my by  postponing  costs  and  by  shift- 
ing risk  to  member  doctors.  When 
losses  must  be  paid,  the  money  must 
be  collected  from  each  doctor  via  as- 
sessment because  it  isn't  in  the  bank. 


If  future  losses  make  necessary  a 
sessments  that  exceed  the  premiurr 
charged    by    insurance    companie 
which  have  cash  reserves  in-hous 
assessments  may  be  impossible 
collect.  If  co-ops  turn  out  to  be  chea 
er,  it  will  be  because  their  doctors  a 
carrying  part  of  the  risk.  There  is  r 
free  lunch  in  insurance. 
— W.K.  Scheuber 
President, 

Medical  Underwriters  of  California 
Oakland,  Calif. 


Ethics  101 

Sir:  Re  your  article  "Master  of  dis; 
ter"  (Feb.  22).  Clearly,  in  Americd 
litigious  society,  the  law  professic 
serves  some  useful  purpose:  if  nothii 
else,  to  protect  us  from  other  lawye: 
Our  self-serving,  inbred  legal  syste 
has  become  the  laughingstock  of  tfl 
rest  of  the  Western  World.  In  that  t: 
American    Bar    Association    doesi 
seem  fit  to  police  itself,  perhaps  \ 
should  begin  by  graduating  fewer  la 
yers  and  allowing  law  students  to  sit. 
on  the  ethics  classes  now  being  offer 
to  business  students.  Shakespeare  h 
great  foresight. 
— K.F.  Yontz 
President, 
9ybron  Corp. 
Saddle  Brook,  N.J. 


Hounding  Rupert 

Sir:  If  Senator  Kennedy's  "deed  w; 
perversion  of  the  legislative  proce: 
because  it  was  "aimed  at  one  indi 
ual"  (Fact  and  Comment,  Feb  8),  wi 
have  to  take  back  the  instant  citizi 
ship  that  was  granted  to  Rupert  M 
doch  so  that  he  could  purchase 
those  big-market  TV  stations, 
agreed  to  sell  the  newspapers  becai 
of  the  FCC's  cross-ownership  n 
but  now  he  would  like  to  change  tl 
rule.  Let  him  fight  the  FCC  all  t 
way  to  the  Supreme  Court.  That  w 
the  debate  can  center  on  the  valid 
of  the  FCC  ruling  and  not  on  Sena 
Kennedy's  watchdog  role. 
— Sherwood  R  Gordon 
Gstaad  Switzerland 


Computer  security 

Sir:  Re  your  comments  on  ways 
improve  computer  security  (Fad  i 
(  omment,  Feb  8).  When  an  organi 
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i's  computer  security  is  weak,  the 
ses  are  frequently  in  the  organiza- 
i  and  its  management,  not  in  the 
;  of  tools  and  techniques.  The 
anises"  who  solve  the  problem  are 
so  likely  to  be  computer  geniuses 
jeople  who  understand  and  can 
ress  the  organization  and  manage- 
lt  issues. 
uart  C.  Henderson 
'York,  NY. 

There  are  simple  ways  to  virtual- 
liminate  all  of  the  difficulties  you 
ition.  If  managers  are  ignorant  of 
n,  or  decline  to  use  them,  the  re- 
lsibility  rests  with  them.  Many 
itutions  take  not  even  the  most 
imal  precautions  against  unau- 
ized  use.  They  leave  their  wallet 
g  on  the  sidewalk  and  then  belly- 
i  when  it  vanishes. 
rk  Kerekes 
a,  Okla. 


*sonal  disclosure 

Re  your  comments  on  Gary 
:'s  return  (Fact  and  Comment,  Jan. 
The  public  needs  to  know  every- 
g  that  can  be  determined  about 
ted  officials.  Then,  if  the  voters 
•tupid  enough  to  elect  liars  or  oth- 
with  deviate  personal  traits,  the 
ic  will  have  to  accept  what  they 
Full  disclosure  may  help  prevent 
|e  of  the  serious  mistakes  these 
ials  can  make. 
Iton  E.  Ballard 


I  on,  Ariz. 


lerrated 

Your  article  "40th  Annual  Report 
|  American  Industry"  (Jan.  11)  in- 
>ed  various  statistics  on  Alberto- 
|  'er.  This  information  should  have 
jra  an  18.2%  increase  in  sales  dur- 

he  past  12  months. 

m  A  Loutban 

tor  of  Planning 

d  Administration, 

to-CulverCo. 

ve  Park,  III. 

Your  listings  for  our  company 
ate  that,  for  the  latest  12 
ths,    Media    General's    earnings 

e  negative.  This  is  incorrect.  Eam- 

$,for  the  four  quarters  ending  Sept. 

»i  987  were  $23.1  million.  The  re- 

i|rig  return  on  equity  was  7.3%. 

ivid  L.  Jordan 

C  ^resident, 

I  z  General,  Inc. 

atond,  Va. 
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Gold  award  Winner. . .  For  enhancing  "the  overall 
value  of  the  enterprise  for  the  benefit  of  stockholders,"  Mobil's 
Allen  E.  Murray  was  named  by  The  Wall  5treet  Transcript  as  the 
international  oil  industry's  top  CEO.  The  prestigious  busi- 
ness publication,  citing  interviews  with  dozens  of  financial  ana- 
lysts and  industry  leaders,  said  Mobil  has  optimized  its  "competi- 
tive position  and  truly  enhanced  this  company's  potential  for 
consistent  and  outstanding  performance." 

A  giant  plus . .  .is  our  excellent  potential  in  the  U.S. 
and  Canadian  natural  gas  market,  according  to  the  pros.  This 
"should  pay  off  handsomely"  since  "natural  gas  is  going  to 
be  the  main  play  over  the  next  couple  of  years. "  In  addition,  Mobil 
is  "one  of  the  few  companies ...  in  a  position  to  increase  pro- 
duction incrementally  over  the  next  few  years"  in  both  oil  and 
gas.  And  our  property  consolidations  and  other  efficiencies 
should  squeeze  more  profit  out  of  every  barrel  produced. 

Positioned  for  growth . . .  That's  the  view  of  one 
Wall  5treeter,  who  cites  our  aggressive  divestiture  program, 
sharp  reduction  in  debt  and  increasing  access  to  new  sources 

of  petroleum  supply.  Moreover,  he  continues,  Mobil  has  "proba- 
bly done  a  better  job  than  most  in  lowering... their  cost  of 
doing  business."  Another  pro  notes  how  Mobil  has  "gotten 
marketing  and  refining  to  a  very  sharp  competitive  edge . . .  pared 
out  some  of  the  higher  cost  operations  and  put  more  money  into 
areas  that  have  the  potential  for  immediate  return."  These  gains, 
adds  an  investment  advisor,  are  "beginning  to  show  up  now,  but 
I  think  the  real  benefits  are  yet  to  come." 

Bright  prospects . . .  Summing  up,  an  industry  vet- 
eran declares:  Mobil  has  turned  around  Montgomery 
Wford..."been  aggressive  and  successful  in  gaining  market 
share  domestically . . .  (and  has)  one  of  the  better  oil  and  gas 
production  profiles  in  the  industry."  5howings  like  this,  plus 
outstanding  gains  in  our  chemical  business,  led  Drexel 
Burnham  Lambert  analyst  Edith  B.  Barschi,  in  her  Feb.  2  research 
bulletin,  to  say  we  have  "one  of  the  best  outlooks  among  the 
major  petroleum  companies." 


It's  free:  For  a  reprint  of  The  Wall  5treet  Transcript 
article,  please  write  Box  W5  at  the  address  below. 


Mobil 


MoMFax.  Box  M.  Mobil  Corporation.  150  Easl  42nd  Street.  New  York.  NY  10017  ©1988  Mobil  Corporation 
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There  are  times  when 
you  appreciate  a  steady  hand 
J        at  the  helm.  ; 


A  reputation  for  being  a  source  of  strength  in 
troubled  waters  isn't  built  overnight. 

In  fact,  the  conservative,  risk-averse  financial 
principles  that  built  Republic  National  Bank  have 
their  origins  in  the  practices  of  the  Safra  banking 
family,  a  tradition  over  a  century  old. 

Thus  our  sturdy  capital  base  and  strong  asset 
quality  contribute  to  the  security  our  clients  are 
seeking.  Additional  reassurance  is  provided  by 
our  capital-to-deposit  ratio,  which  is  one  of  the 
best  among  all  U.S.  banks. 

hich  helps  explain  why  over  a  five-year 


4 


■Hi 


period,  according  to  American  Banker,  Republ 
has  had  the  highest  nonmerger-related  grow 
in  deposits  and  assets  among  the  nation's  tc 
25  banks. 

A  comforting  thought  for  those  who: 
destination  is  a  secure  financial  harbor. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BA 


.  ERLY  HILLS-CAYMAN  ISLANDS-LOS  ANGELES-MEXICO  CITY-MIAMI-MONTREAL-NASSAU 
i-ANAMA  i  I  rY-BI  ENOS  AIRES-CARACAS-MONTEVIDEO-  PUNTA  DEL  ESTE-RIO  DE  JANEIRO-  SANTIAGO  -SAO  FAULO-BEIf 
UBR<\LTAR- GUERNSEY -LONDON  -LUXEMBOURG-MILAN-  MONTE  CARLO-  B\RIS-  HONG  KONG-SINGAPORE-TOKYO 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


FROM  THE  MOUTHS  OF  POLITICOS,  "MAKING  TOUGH  CHOICES" 

unfortunately  sounds  like  a  euphemism  for  raising  taxes  in- 
stead of  making  politically  difficult  government  spending  cuts. 


CORPORATE  CAPITAL  SPENDING 

"he  Oct.  19  stock  market  collapse  shook  the  corporate 
dity,  but  the  shock  didn't  precipitate  panicky  cuts  in 
ipany  investment.  Consumer  spending,  though,  is  less 
n  it  would  have  been  without  that  way-out  Monday, 
foreign  visitors,  spending  vastly  more  of  their  bargain- 
ement  bucks  on  our  homefront,  will  take  up  some  of 
t  slack. 


WILL  BE  MORE  AND  NOT  LESS 

Our  exports,  too,  are  really  beginning  to  move.  Plants  here 
that  are  owned  by  foreigners  are  now  diverting  more  and 
more  of  what  they  make  to  their  own  home  markets.  The 
dollar's  down  is  such  that  it's  cheaper  to  make  here  and  ship 
there.  As  a  result,  more  and  more  plant  and  service  capacity 
in  the  U.S.  will  be  expanded  at  a  swifter  pace  than  planned. 

The  outlook  is  more  up  than  otherwise. 


THE  PARTY  THAT  DEFEATS  THE  INF  TREATY  WILL  HELP 


I  ;htily  to  insure  the  defeat  of  its  presidential  candidate 
I  November. 

[he  Republicans  can't  do  anything  about  North  Care- 
's Jesse  Helms.  But  they'd  better  do  everything  they 
Ito  dissuade  other  Republican  senators  from  sinking 
GOP  by  joining  Jesse  in  killing  the  treaty  with 
ndments. 
sizable,  growing  number  of  Americans  want  to  see  the 


modest,  moderate  Reagan/Gorbachev  agreement  to  cut 
back  on  intermediate  nuclear  missiles  succeed.  Americans 
don't  want  to  kick  the  legs  out  from  under  what  is  a  first 
step  toward  trying  to  lessen  the  incredible  nuclear  overkill 
capabilities  that  keep  escalating  at  a  crazy  pace. 

The  party  primarily  responsible  for  killing  the  treaty,  if 
it  is  killed,  will  go  into  November  bearing  a  burden  that 
could  sink  its  presidential  candidate  on  Nov.  8. 


INSISTING  THAT  JAPAN  AGAIN  BECOME  A  GREAT  MILITARY  POWER 


hat  we  can  save  some  money  on  our  Far  East  military 
i  abilities  is  dangerous  asininity. 

Is  our  vast  defense  budget  undergoes  appreciable 
^ing,  too  many  in  the  Congress,  the  press  and  even 
t  military  are  now  calling  for  Japan  to  spend  Sbillions 
i  ting  its  own  military  capacity  to  hold  off  the  U.S.S.R. 
I  se  make-Japan-arm-ers  seem  to  think  that  our  inter  - 
s  and  Japan's  and  its  neighbors'  are  and  will  always  be 
&  tical  just  because  they  are  presently  identical  in 


relation  to  the  Soviet  threat. 

It's  fair  enough  to  urge  Japan  to  assist  more  with  the 
skyrocketing  costs  of  maintaining  U.S.  forces  in  Japan. 
But  it's  a  whole  different  thing  to  push  and  push  for 
Japan  to  develop  enormously  greater  military  capabilities 
all  its  own. 

We  should  be  mighty  glad  the  Japanese  are — still — 
reluctant  to  redevelop  the  military  muscle  that  led  to 
Pearl  Harbor. 
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PANAMA:  THE  CANAL,  THE  DOPE  GENERAL,  THE  U.S. 


In  a  dozen  years  the  Panama  Canal  becomes  Panama's 
canal.  We've  agreed  to  turn  it  over  locks,  stock  and  gun 
barrels  to  the  country  Teddy  Roosevelt  wrought  from 
Colombia  84  years  ago. 

Panama's  been  a  major  U.S.  military  post  during  the 
20th  century  because,  until  the  last  decade  or  two,  it's 
been  essential  to  our  defense — 
particularly  naval — and  conse- 
quential to  our  economic  health. 
Now,  though,  while  it  is  still  of 
great  importance,  it's  no  longer  a 
jugular  vein  for  the  U.S. 

All  our  arrangements  until  re- 
cent years  have  been  aimed  at 
protecting  the  canal  from  outside 
enemies,  as  in  the  case  of  Germa- 
ny in  two  world  wars. 

Now  the  enemy  has  invaded — only  the  enemy  is  deadly 


king.  When  push  comes  to  shove,  as  a  result  of  worl 
wide  horror  at  the  inroads  of  narcotics,  Panamania 
themselves  will — sooner  or  later — shove  out  Norie 
without  heavier  push  from  us. 

Panamanians  are  now  pretty  much  operating  the  can. 
but  need  U.S.  engineering,  money  and  knowhow  to  keep 

operational.  To  keep  it  up  to  sni 
in  the  years  ahead,  U.S.  ass 
tance  will  continue  to  be  vit 
Overall,  the  canal  loses  mone 
and  Panama  has  none  to  lose 
We  recently  went  through 
canal  aboard  the  Forbes  Hi± 
lander,  accompanied  by  M 
Douglas  MacArthur,  whose  hi 
band  in  the  course  of  his  extra' 
dinary  Army  career  had  ma 

Dun 


: 


(I.  to  r.)  Mrs.  Sam  Knsumoto,  American  Heritage's  Tim 
Forbes,  Mrs.  Douglas  MacArtbur,  Mrs.  Gerry  Grinberg 
Gen.  Noriega  would  have  appalled  Gen.  MacArthur. 

close  and  Command  associations  with  the  canal 


dope  and  the  "invaders"  are  internal,  aided  and  abetted  if 
not  led  by  a  Panamanian  general  who's  (currently,  anyway) 
the  country's  boss.  He  heads  up  the  most  powerful  force  in 
Panama — the  15,000-strong  Panamanian  Defense  Force, 
fathered  and  reared  by  the  U.S.  to  help  keep  the  canal  safe. 
Indicted-for-drug- trafficking  General  Noriega,  in  Qaddafi- 
like  manner,  demands  our  Southern  Command  get  out  of 
Panama  immediately  rather  than  by  the  year  2000. 
We're  not  about  to  take  marching  orders  from  a  drug 


our  transit,  one  of  the  giant  locks  locked  partly  open  as  H 
were  about  to  enter.  We  had  to  back  up  and  take  the  t\J 
lock.  Nearer  the  Pacific  side,  as  a  result  of  a  rain-inducl 
landslide — not  an  infrequent  occurrence — millions  of  tc* 
of  earth  had  to  be  removed  from  the  waterway. 

General  Noriegas  may  occasionally  emerge,  but  th'i 
won't  get  a  Sandinista-esque  grip  in  Panama. 

The  Panama-U.S. -Canal  relationship  is  and  will  • 
main  lasting. 


WANT  TO  LIVE  LONGER? 

Not  to  worry. 


LIFE  COMES  TO  LIFE,  AND 

Pictures — exceptional  ones — are  worth  a  thousand 
words  when  they're  accompanied  by  captions  that  scintil- 
latingly  illuminate.  Two  magazines,  one  brand  new  and  a 
reborn  one  that  was  re-dying,  provide  lively  and  arresting 
reaffirmation  of  those  truths. 

By  the  1970s  TV  coverage  killed  the  great  weekly  Life, 
on  which  Americans  had  depended  for  pictured  news. 
When  Time  Inc.  revived  Life  as  a  monthly  in  1978,  the 

public,  as  well  as  the 
company,  had  high  hopes 
and  great  expectations. 
Unfortunately,  these 

were  only  realized  spo- 
radically. Until  now. 
Now  Life  really  has  come 
to  life  again.  It's  vibrant 
and  spirited,  no  longer  so 
strained,  contrived.  You 
can  be  up  on  TV  news 
coverage  but  find  in  to- 


MEMORIES  KINDLES  'EM 

day's  Life  new  dimensions,   with  depictions  that 
fascinate  and  inform.  To  new  Life,  a  warm  welcome  bat} 

Memories  is  doing  a  whole  something  else  and,  juc 
from  the  first  issue,  I  think  it  is  going  to  gather  ever  j 
readership  from  tuned-in,  solvent  readers. 

It's  fascinating  how  every  age  loves  to  look  back.  Thd 
of  us  who  can  do  it  for  multiple  decades  get  a  chuckle  i 
of  those  in  their  20s  turned  on  by  revivals  of  tunes  ;i 
views  of  their  ten-years-ago  teens.  Memories  has  a  gr^ 
future     because     everyone 
loves  to  look  at  his  past. 

Speaking  of  colorful  cov- 
erage, US  magazine  is  carv- 
ing out  a  growing  niche  for 
itself.  Instead  of  being  num- 
ber two  to  People,  this  New 
York  Times'  foundling,  under 
[ann  Wenner,  is  developing 
as  number  one  in  a  niche  all 
its  own. 
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A  SMART  TRUCKING  COMPANY  WILL  SIGN  UP  ROCCO  RIGHT  NOW 

occo  Morabito  may  be  only  five  years 


but  he  knows  what  he  wants  to  do 

goes  right  ahead  and  does  it. 

ne  morning  Rocco  took  the  car  keys 

a  his  mother's  purse,  opened  the  locked 

ge  door,  backed  the  family's  Buick  out 

i  30-foot  driveway,   and  then,  in  the 

;ht  of  the  morning  rush  hour  and  with 

two-year-old  sister  beside  him,  proceed- 

rom  Port  Chester  to  Rye,  N.Y. 

eported  Patrolman  Robert  Vogel  in  the 

f  York  Daily  News.-  "  'I  saw  this  Buick  going  down  the 

I,  weaving  slightly.  I  jumped  into  my  car  and  came 


up  behind  it,  going  about  25mph.  I  didn't 
know  what  age  the  kid  was,  so  I  didn't 
know  if  I  should  put  on  the  red  lights  and 
siren,  but  I  did,  and  he  pulled  over  to  the 
curb  perfectly.  He  had  the  seat  pulled  all 
the  way  forward  and  the  steering  wheel 
pulled  all  the  way  down,'  Vogel  said. 

"It  turned  out  that  driving  is  clearly  in 
young  Rocco's  blood — 'Both  his  grandfather 
and  great-uncle  were  driving  when  they 
were  six  or  seven,'  said  Rocco's  grandmoth- 
er. And  when  a  photographer  asked  Rocco  what  he  wants 
to  be  when  he  grows  up,  he  said,  'A  truck  driver.'  " 


MOVIES 


rood  Morning  Vietnam — Robin  Williams  is  a  real 
tier.  The  funny  parts — which  are  the  most  parts — are 
fun.  The  love  and  drama  segments  are  less  so.  The 
dreds  of  thousands  of  Vietnamese  and  Cambodians 
,)cided  since  the  U.S.  defeat  have  outmoded  the 
i  on  that  the  whole  American  effort  in  Vietnam  was 
ibortion.  It's  wonderful  that  our  Vietnam  war  veter- 

TWO  PEOPLE  IN  LOVE 

seem  in  total  communication. 
Even  without  talking. 


ans  are  finally  getting  the  tribute  this  badly  wrenched 
nation  too  long  withheld.  Eddie  Murphy's  "Raw" — It 
sure  is.  Very  funny,  if  the  four-letter  word,  and  all  the 
other  four-letter  words,  don't — literally — bother  you. 
•  Moonstruck — See  this  and  you,  too,  will  be.  The 
entire  film,  from  beginning  to  end,  is  as  warm  and  funny 
a  joy  as  Cher  herself. 

TWO  PEOPLE  IN  LOVE 

seem  oblivious  to  all  and  everything. 
Except  each  other. 


BOOKS 


iiNVlNuk'l   H 


If 


•  The  Portable  Curmudgeon — edited 
by  Jon  Winokur  (New  American  Li- 
brary, $15.95).  This  is  a  tough  compi- 
lation to  review  because  I'm  eager  to 
share  at  least  one  out  of  every  four  of 
these  1,000  "outrageously  irreverent 
I  ations,  anecdotes  and  interviews."  This  is  a  rich  plum 
.  ling — at  least  one  gold  coin  with  every  sliver. 

i'tpts:  W.C.  Fields  died  on  Christmas  Day  in  1946. 

\trary  to  legend,  he  isn't  buried  in  Philadelphia;  his 

!  s  are  in  an  unmarked  urn  at  Forest  Lawn  in  Holly- 

» d.  During  his  last  illness  he  was  confined  to  a  hospi- 

Ped,  and  a  visitor  was  shocked  to  catch  him  reading 

iBible.  "Just  looking  for  loopholes,"  he  explained.  .  .  . 

ing  a  working  writer  what  he  thinks  about  critics  is 

I  asking  a  lamppost  what  it  feels  about  dogs. — John 

orne.  .  .  .  Going  to  church  doesn't  make  you  a  Chris  - 

any  more  than  going  to  the  garage  makes  you  a 

-Laurence  J.  Peter.  .  .  .  Exercise  is  bunk.  If  you  are 

thy,  you  don't  heed  it;  if  you  are  sick,  you  shouldn't 

it. — Henry  Ford.  .  .  .  I  believe  every  human  has  a 

3  number  of  heartbeats.  I  don't  intend  to  waste  any 

line  running  around  doing  exercises. — Neil  Arm- 

ig. .  . .  Do  you  know  on  this  one  block  you  can  buy 

sants  in  five   different  places'   There's   one  store 

d  Bonjour  Croissant.  It  makes  me  want  to  go  to 

!    and    open    a    store    called    Hello    Toast. — Fran 


Lebowitz.  .  .  .  I  did  not  attend  his  funeral,  but  I  wrote  a 
nice  letter  saying  I  approved  it. — Mark  Twain. 

•  Nobody  Better,  Better  Than  No- 
body— by  Ian  Frazier  (Farrar  Straus 
Giroux,  $14.95).  Five  extraordinary 
tales  profiling  people  and  events  in 
the  coolest,  clearest,  most  wittily  per- 
ceptive and  sensitive  prose  you'll  find 
anywhere  in  print  these  days. 
Excerpts:  [In]  the  Bob  Marshall  Wil- 
derness Area,  a  remotepart  of  the  Flathead  National  Forest, 
there  is  an  awful  lot  of  forest  and  meadow  and,  particular- 
ly, snow-scoured  rocky  ridge  back  in  there  where  nobody 
ever  goes.  If  you  stop  at  night  on  one  of  the  roads  that  mark 
the  edge  of  this  wilderness  and  listen,  the  accumulated 
silence  of  all  that  empty  space  will  break  around  your  ears 
like  surf.  .  .  .  The  whole  time  I  was  in  Kansas,  I  never  heard 
an  adult  use  a  swearword.  A  lot  of  people  asked  me  if  I  was 
married,  and  one  man  asked  me  if  I  was  a  Christian.  One 
evening  at  sunset,  1  went  for  a  drivein  my  rented  Volare  and 
listened  to  the  million  radio  stations  you  can  get  on  the 
Great  Plains.  Another  night,  I  watched  TV  in  my  motel 
room  and  after  all  the  stations  signed  off  I  went  for  a  drive.  I 
drove  on  dirt  roads  until  I  couldn  't  see  any  lights,  and  then  I 
got  out  of  the  car.  The  prairie  just  kept  on  going  and  going  in 
the  night,  under  the  faraway,  random  stars.  I  felt  like  a  drop 
of  water  on  a  hot  plate. 
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e  believe  in  nurturing  assets. 
Not  squeezing  them  dry. 


>>' 


i 


Bayer  USA  is  a  management  holding  company  that 
believes  giving  support  should  be  more  than  an  empty 
gesture.  And  so,  together  with  our  international  parent 
company,  Bayer  AG,  West  Germany,  we're  putting 
tremendous  resources  in  the  hands  of  our  operating  companies. 

It  all  begins  with  an  extraordinary  commitment  to  research 
and  development.  Last  year  alone,  $200  million  was  invested  to 
create  new  technologies  and  new  products.  And  that  was  only 
nationally.  Worldwide,  the  budget  was  over  a  billion.  The  results 
of  which  are  shared  across  the  globe. 

And  this  integration  of  resources  doesn't  stop  with 
research.  But  extends,  with  a  unique  exchange  of  strategies,  to 
every  segment  of  our  business.  From  Mobay  in  chemicals  and 
polymers  to  Miles  in  health  and  life  sciences  to  Agfa-Gevaert 
and  Compugraphic  in  imaging  and  graphic  information 
systems. 

The  effect?  An  international  perspective  that 
our  companies  would  otherwise  never  have.  And  a 
competitive  advantage  that  helps  each  one  grow 
stronger.  Smarter. 

You  see,  with  a  helping  hand  like  this,  our 
companies  not  only  meet  greater  challenges-they 
also  meet  a  world  of  needs. 

Bayer  usa  inc. 

ONE  MELLON  CENTER  •  500  GRANT  STREET  •  PITTSBURGH.  PA  15219-2502 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


Fish  of  a  Different  Size 

"I  fear  that  we  will  spend  most  of 
our  [INF  treaty]  hearings  over  the  next 
several  weeks  trying  to  respond  to  red 
herrings  that  are  strewn  across  the 
path  of  these  treaty  negotiations," 
said  Senator  Daniel  J.  Evans,  a  Wash- 
ington Republican.  Mr.  Evans  said 
[Senator  Jesse]  Helms'  charge  about 
the  warheads  was  "more  than  red  her- 
ring; I'd  call  it  a  crimson  whale." 

— Michael  R.  Gordon, 
New  York  Times 


Cut  Take,  Up  Take 

Every  time  we  have  reduced  taxes, 
we  have  increased  the  total  revenue 
paid  in  taxes  by  the  people  to  the 
government,  because  there  is  an  in- 
centive for  people  to  earn  more,  and  to 
go  out  and  to  experiment  and  so  forth. 

And  so,  no,  the  deficit  has  not  been 
caused  by  the  cut  in  taxes.  The  deficit 
would  increase  if  we  yielded  to  those 
who  want  us  to  increase  taxes. 

— President  Reagan  in  a  speech  at 
the  City  Club  of  Cleveland 


Ask  Japan  Banker 

The  chief  financial  officer  of  Gulf 
States  Paper  Corp.  recalls  the  day  a 
couple  of  years  ago  when  someone 
suggested  he  try  a  lender  called  Indus- 
trial Bank  of  Japan.  Says  the  execu- 
tive, James  O'Brien,  "My  first  ques- 
tion was:  Do  they  lend  in  dollars?" 

The  answer  was  yes.  And  five 
months  later,  the  Tuscaloosa,  Ala., 


company  borrowed  $15  million  from 
EBJ.  "They  sent  down  two  Japanese 
guys  from  the  New  York  office  and 
analyzed  the  numbers  to  death,"  Mr. 
O'Brien  says.  In  25  years,  the  firm's 
main  New  York  bank  "never  learned 
our  business  like  the  Japanese  did. 
The  joke  around  here  was  if  we  didn't 
understand  something  in  our  finan- 
cial statements,  we'd  just  ask  the  Jap- 
anese to  explain  it." 

— Michael  R.  Sesit, 
Wall  Street  Journal 

The  Real  Miracle 

I  remember  asking  the  doctor  why 

this  was  happening  to  our  little  girl 

[who  died  of  leukemia  at  the  age  of  3], 

this  perfectly  beautiful  creature.  And 

the  doctor  said,  "You  have  to  realize 

that  every  well  person  is  a  miracle.  It 

takes  billions  of  cells  to  make  up  a 

person.  And  all  it  takes  is  one  cell  to 

be  bad  to  destroy  a  whole  person."  So  I 

came  to  see  that  the  people  who  are 

sitting  around  alive  are  the  miracles. 

— Barbara  Bush, 

wife  of  Vice  President  Bush, 

in  Texas  Monthly 

Disinherited  Fortune 

Colonel  Oliver  Payne,  apparently 
motivated  by  an  obsessive  devotion  to 
his  sister  [Flora  Payne  Whitney],  took 
umbrage  at  his  brother-in-law's  remar- 
riage, although  it  was  to  a  socially 
acceptable  woman  and  took  place  al- 
most four  years  after  Flora's  death.  He 


"Not  America  Tbmk  of  the  lawsuits 


let  it  be  known  that  his  testament;' 
generosity  to  Whitney's  four  childn 
would  depend  on  their  deciding  !• 
tween  their  father  and  him.  Whitne ; 
son  Payne  and  daughter  Pauline  chc : 
their  uncle  and  were  rewarded  w| 
one  of  America's  greatest  fortunes. 
Whitney's  other  son  and  daught, 
Harry  and  Dorothy,  stuck  by  thri 
father  and  were  limited  to  his  mm 
smaller  but  still  ample  estate.  Iu 
ironic  that  Colonel  Payne,  intend)!; 
to  disinherit  Harry  with  a  baut, 
should  have  left  him  J.M.W.  Tumefl 
painting  Juliet  and  Her  Nurse,  whi 
Harry's  daughter  sold  in  1980  i 
more  than  $6  million. 

— Maverick  in  Mau  , 
by  Florence  Adele  Slow 

I'm  tired  of  all  this  no  risen 
about  beauty  being  only 
skin-deep.  That's  enough. 
What  do  you  want,  an 
adorable  pancreas? 

— Jean  Kerr  in  The  Portit 
Curmudgeon,  edited  by  Jon  Winolr 

Chief  JFK 

In  Wisconsin,  [President  John  | 
Kennedy  was  made  honorary  cha 
tain  of  an  Indian  tribe.  Donning  e 
headdress,  he  exclaimed:  "Next  tin 
go  to  the  movies  to  see  cowboys  d 
Indians,  I'll  be  us." 

— Presidential  Anecdtw 
by  Paul  F.  Bollc 

Morning  Crash 

All  the  [Brady  report]  panel  is  ar 
ing  to  do  is  slow  things  down — whb 
is  a  good  idea.  People  shouldn't  he 
to  get  up  every  morning  wonderinB 
there  will  be  another  crash,  wbl 
they  will  continue  to  do  if  changes  e 
not  made. 

I  think  Congress  will  go  for  the  i 

of  an  information  system  linking 

markets.  And  Congress  will  also  s 

port  the  idea  of  circuit  breakers 

— Thomas  Russo,  Parti 

Cadwalader,  Wickersham  &  1 

New  York  Thi 


Harvard  Jail 

I  tell  Texas  ranchers  [that]  it  cj 
more  to  keep  a  man  in  the  peniten 
ry  than  it  does  to  send  him  to  I 
vard.  One  old  guy  stands  up,  pus 
his  hat  back  and  says,  "Hell,  Ross, 
answer's  simple.  Send  those  jailb 
to  Harvard." 

— Ross  Perot,  Life  maga: 
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The  Fine  Art  Of  Flying 

by  Jesus  Soto 


Air  France  recently  commissioned  a  series  of  artists  to  capture  its  new  spirit:  The  Fine  Art  of 
Flying.  This  composition  titled,  Linear  Movement,  was  conceived  by  the  Venezuelan  artist  and 
world  traveller  Jesus  Soto.  His  work,  exploring  matter,  space  and  their  relationship  with  time, 
is  on  permanent  exhibition  in  many  museums  around  the  world. 


End  your  search  for  excellence. 


THE  FINE  ART 
WSO?  FLYING 


AIR  FRANCE 


For  those  who  ] 

appreciate  luxury  and  performance. 
No  matter  how  little  it  costs. 


For  those  with  a  passion 
for  driving  and  a  taste  for 
luxury,  Mitsubishi  offers  the 
Sigma.  Inside,  you'll  find 
a  wealth  of  standard  fea- 
tures, including  automatic 
climate  control,  power 
windows  and  door  locks, 
even  a  theft  deterrent 
system.  But  beyond  the 
number  of  features,  it's  the 
built-in  value  that  seems 
to  impress. 

Here's  what  Ken  Gross,  contributing  writer  of 
Automobi'e  Magazine  says  about  Sigma:  " . .  it s  the 
■ely  comprehensi  /e  electronics  that  set  this  sport 
ipart. . ."  He  noes  on  to  say  that  its  "technical 
e  Germans  would  do  in  the  class 
xfora    Hess  money." 
>ee  just  how  much  Sigma  offers,  we  present  this 
rative  chart.  When  you  see  how  much  you  get, 
your  cnoice  becomes  obvious. 
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MITSUBISHI 
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3.0-liter 
EFIV-6 
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Yes 
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NISSAN 
MAXIMA  GXE 

30-liter 

EFIV-6 

No 

No 

Yes 

No 

No 
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Yes 

»1« 

TOYOTA 
CRESSIDA 

28-liter 
EFI  lnline-6 

No 

No 

Yes 

No 

Yes 

Yes 

No 

Ki 

ACURA 
LEGEND 

2.7-liter 
EFIV-6 

No 

No 

Yes 

No 

No 

No 

No 

Ki 
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Mitsubishi. 

Suddenly,  the  obvious  choice! 
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act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


YOU  SHOULDN'T  MAKE  TOO  MUCH  OF  THIS,  BUT. . . 


n't  there  more  than  a  passing  similarity  in  the  smiles 
"arter,  Gephardt  and  Robertson?  Carter  was  one  of 

least  successful  Presidents,  remembered  better  for 
llation  than  decisiveness.  In  many  ways,  Gephardt  is 

Carter   of    '88:    his 

from  obscurity,  his 
sage  of  redeeming 
erica  (this  time  from 
ign  competition 

er  than  Watergate 
idals),  his  constant 
flopping  on  issues, 
re's  another  parallel 


with  Carter:  Gephardt  smiles  with  his  teeth,  not  with 

his  eyes. 
Robertson?  He,  too,  was  a  political  unknown  with  an 

ever  present  smile  masking  insecurity  and  a  cold  person- 
ality. Like  Carter  (and 
unlike  Gephardt)  the 
former  televangelist  of- 
ten communes  with 
the  Lord.  Robertson, 
though,  hasn't  a  prayer 
for  the  presidency.  Re- 
grettably, Gephardt  can't 
be  crossed  off  so  easily. 


MEMO  TO  THE  GOP:  YOU'RE  IN  TROUBLE 


ost  political  pundits  think  the  Republicans  will  win 

November's  presidential  election.  But  that  may  not 
i  sen  unless  the  GOP  presidential  candidates  alter  their 
:  oaches. 

mericans  traditionally  prefer  change  after  a  party  has 
:  lpied  the  Oval  Office  for  eight  years,  and  that  yearning 
:  year  is  stronger  than  most  observers  and  Republican 
:  realize. 

ne  piece  of  evidence:  A  New  York  Times/CBS  News  Poll 
Mother  day  found  that  Ameri- 
\<  do  not  believe  the  U.S.'  fu- 
|  will  be  better  than  its  pres- 
|or  its  past.  There  was  an  un- 
jness  "about  the  outlook  for 

i  nation  unmatched  since  the  most  troubled  days  of  the 
jer  Administration,"  the  Times  found.  Voters  worry 
l  the  U.S.  is  slipping  vis-a-vis  foreign  competitors  such 
J  ipan  and  that  further  battering  is  in  store  from  emerg- 
)  :ountries  such  as  Korea.  They  are  also  concerned  about 
i  schools,  about  the  erosion  of  "traditional"  values. 
ft  makes  the  incumbent  Republican  Party  vulnerable. 
1  GOP  has  let  the  opposition  set  the  terms  of  debate, 
I'-ving,  for  instance,  the  budget  and  trade  deficits  to 
tpme  in  the  public's  mind  the  barometers  of  our  eco- 
Idc  health. 

either  Bush  nor  Dole  has  given  voters  any  convincing 


Poll  Finds  Less  Optimism  in  U.S. 
On  Future,  a  First  Under  Reagan 

New  York  Times 


indication  that  either  has  a  message,  an  agenda  that  ad- 
dresses the  question  of  where  we  go  from  here. 

Republicans  won't  win  this  election  patting  themselves 
on  the  back  for  the  past  eight  years.  Most  voters  in  this 
country  are  still  Democrats,  and  they  won't  switch  unless 
the  GOP  gives  them  positive  reasons  to  do  so. 

Reagan  did  just  that  in  1980  with  his  call  for  significant 
tax  cuts  and  for  modernizing  our  enfeebled  military.  The 
GOP  hasn't  waged  such  a  message-oriented  campaign 

since.  Reagan  won  reelection 
even  more  impressively  but  his 
party  fared  badly  in  the  congres- 
sional elections  of  1982,  1984 
and  1986. 

Among  Republican  contenders,  only  Jack  Kemp  has  the 
ideas  and  fresh  thinking  that  people  are  yearning  for.  But 
his  advertisements,  at  least  until  recent  days,  were  bland, 
devoid  of  any  meaningful  content;  they  could  just  as  easily 
have  been  used  by  any  other  Republican  or  Democrat. 

Unless  Bush  or  Dole  starts  addressing  these  concerns  of 
the  electorate  in  a  credible  way,  the  Democrats  could  end 
up  taking  the  White  House. 

The  situation  shouldn't  be  difficult  to  turn  around.  The 
ironic  finding  of  the  Times  survey  is  that  most  people 
believe  their  individual  futures  will  be  better,  but  not  that 
of  the  nation. 
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Bodine  &  Mikron:  New 


.. 


For  information  on  assembly  systems  contact 
Frank  J.  Riley,  Senior  Vice  President,  The  Bodine 
Corporation,  P.O.  Box  3245,  Bridgeport,  Connecticut 
06605  or  call  (203)  334-31 07. 


Hniliiw 

ASSEMBLE  SYSTEMS 


T. 


he  Bodine  Corporation  and  Mikron  SA 
Boudry  have  formed  a  unique  partnership 
While  each  company  retains  its  complete 
independence  and  autonomy,  they  have 
agreed  to  a  full  partnership  in  the  exchangi 
of  technology  and  in  the  marketing  of  their 
products  in  North  America  and  Europe. 

Bodine  will  be  solely  responsible  for 
the  manufacturing  and  marketing  of  assei 
bly  systems  in  North  America.  Mikron  will 
manufacture  and  market  Bodine  Assembi 
Systems  throughout  Europe.  Bodine  will  a* 
sume  post-installation  support  for  all  exist 
ing  Mikron  assembly  machines  in  North 
America.  Mikron  will  accept  the  same  re 
sponsibility  for  existing  Bodine  systems  in 
Europe. 

This  partnership  together  with  Bodin< 
partner  in  Japan,  Micro  Engineering,  create 
the  world's  largest  producer  of  synchrono 
assembly  systems. 


The  Bodine  Corporation 
Bridgeport,  Connecticut  USA 


rtners  in  Productivity 


Mikron  SA  Boudry,  Europe's  leading 
ducer  of  machining  systems,  will  imme- 
ely  expand  its  North  American  base  for 
manufacture,  sales  and  service  of  their 
:ision  machining  systems.  The  full  range 
leir  experience  is  now  available  in  North 
erica. 

This  new  alliance  of  two  of  the  western 
Id's  leading  manufacturers  of  production 
:hinery  will  result  in  a  significant  synergy: 

•  Customers  of  either  partner  sharing  in 
the  talents  and  experience  of  both 

•  World-class  machinery  tooled  to  local 
conditions 

•  Excellent  delivery  schedules 

•  Flexibility  in  addressing  the  problems 
of  currency  exchange 

•  Unexcelled  post-installation,  service 
and  support 

Let  Bodine  and  Mikron  help  you 
ease  your  share  of  the  marketplace. 


For  information  on  machining  systems  contact  Oscar 
Weder,  Executive  Vice  President,  Mikron  Corporation 
Monroe,  600  Pepper  Street,  Monroe,  Connecticut  06468 
or  call  (203)  261-3100. 


H  MIKRON 


Mikron  SA  Boudry 
Boudry,  Switzerland 


Success 

is  never  ours  alone. 


Corporate  borrowing  power  is  enhanced  by 
association  with  the  name  of  a  leading  bank. 
It  is  UBS's  reputation  which  helps  place  paper 
at  favorable  terms. 


UBS  -  committed  to  excellence. 


United  States:  Branch  Offices  in  New  York.  Chicago, 

gency  in  Houston;  Representative  Office  in  San  Francisco. 
U  l  la     I    ronto.  Montreal.  Calgary.    Head  Office: 

of  Switzerland,  Bahnhofstrasse  45.  CH    8021  Zurich. 


What's  Ahead  for  Business 


Edited  bv  Howard  Banks 


Different  measures 
but  all  say 
results  up 


Even  these  bullish 

estimates  may 

be  too  low 


Short-run  birds 
in  the  hands,  not 
in  future  bushes 


PROFIT  OUTLOOK— BETTER  THAN  TOU  THINK 

Whichever  way  you  look  at  profitability  for  U.S.  business — especial- 
ly manufacturing — the  outlook  is  better  than  anybody  expected. 

There  are  various  ways  of  looking  at  profits. 

Government  economists,  looking  at  the  macro  numbers,  now  estimate 
that  pretax  profits  rose  by  7.3%  in  1987,  the  best  year  since  1984,  and 
conservatively  estimate  that  they'll  increase  another  2%  in  1988. 

Wall  Street  economists,  such  as  Allen  Sinai  of  Boston  Co.  Economic 
Advisors,  say  that  earnings  of  the  S&P  500  rose  by  no  less  than  21%  in 
1987  over  1986.  More,  Sinai  expects  a  further  8%  to  12%  increase  this 
year  (based  on  a  conservative  2.5%  growth  in  GNP). 

A  third  approach,  by  Wall  Street  analysts  Institutional  Brokers  Esti- 
mate System,  is  what  it  calls  "bottom  up,"  taking  the  earnings  esti- 
mates for  each  of  the  S&P  500  and  aggregating  them. 

This,  says  IBES,  gives  a  much  lower  13.1%  improvement  for  1987  over 
1986  (since  it  reflects  fully  the  losses  from  such  extraordinary  items  as 
the  bank  writedowns  on  foreign  debt).  But  IBES  expects  a  30%  increase 
in  the  S&P  500  earnings  this  year. 

Such  a  profits  performance  would  be  consistent  at  conservative 
price/earnings  ratios  with  a  Dow  of  2200  to  2300,  up  from  the  present 
1900  to  2050  trading  range,  and  an  S&P  500  of  280  to  300  against  250  to 
260  now,  says  Sinai,  assuming  the  dollar  and  interest  rates  remain 
stable. 

The  upward  revision  in  the  fourth-quarter  GNP  figures,  reporting  real 
growth  of  3.8%  for  1987,  suggests  that  this  year  could  be  stronger  than 
expected,  in  which  case  even  these  bullish  profits  estimates  could 
prove  too  low. 

That's  certainly  true  of  manufacturing,  where  sales  have  been  boosted 
by  the  lower  dollar  and  costs  have  been  cut  by  restructuring.  The 
growth  in  capital  investment  this  year  could  turn  out  to  be  surprisingly 
strong.  Even  banking,  savings  and  loans  and  the  financial  sector  could 
do  tolerably  well  in  1988. 

Beware,  however,  of  a  potential  future  clinker  in  what's  contrib- 
uting to  these  improved  profits,  however  welcome  they  are. 

A  large,  but  unquantifiable,  contribution  arises  from  price  increases. 
Some  are  inevitable,  the  result  of  higher  demand  lifting  commodity 
prices,  like  copper's,  or  basic  products  such  as  chemicals  and  steel. 

But  many  are  examples  of  U.S.  manufacturers  lifting  their  prices  in 
line  with  higher  import  prices  that  have  been  driven  up  by  the  falling 
dollar.  Nowhere  is  that  more  apparent  than  in  the  auto  industry,  the 
largest  single  component  of  the  merchandise  trade  deficit. 

Excessively  eager  efforts  to  satisfy  Wall  Street's  demand  for  short-run 
gain  ignore  the  greater  potential  benefit,  long-term,  from  keeping 
prices  down  to  recover  market  share. 
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The  Forbes  Index 
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"preliminary 

A  leveling  out,  perhaps  only  temporary.  The  preliminary 
January  Forbes  Index  shows  no  change  from  December. 
But  the  string  of  1 1  straight  months  without  a  decline 
may  last  a  little  longer.  That's  because  once  the  January 
figure  for  consumer  installment  credit  is  finally  reported, 
it  is  likely  to  give  the  Index  an  upward  nudge. 
The  Department  of  Labor  has  revised  the  Consumer 


Price  Index.  The  new  index  replaces  the  base  year  19< 
with  average  prices  from  1982  to  1984.  The  CPI  rose  0.3 
in  January,  to  115.7.  But  the  services  component  of 
index  climbed  nearly  0.6%.  The  trailing  6-month  total  I 
initial  unemployment  claims  declined  0.8%  in  January,  | 
445,000.  But  this  figure  is  18%  higher  than  it  was 
January  1987. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  ol  U  S  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  tor  unemployment  com- 
pensation, the  cost  oi  lerricca  relative  to  all  consumer 
pnecs.  the  level  of  new  orders  for  durable  good- 
pared  with  manufacturers'  inventories,  rotal  retail  sales 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right 


Consumer  price  indexes  11982-1984  average  -  1001 
all  urban  consumers,  unadiusted  IDept  of  Labor) 


New  housing  suns  thousands1 

privately  owned,  unadiusted  IDept.  of  Commcrcel 


135 

220 . 

Inventories 

2320                                                                          ^00t, 

132                                            ^yS—^S 

180 

2240                                           ^~^~~' 

129                         ^S^ 

140                                             New  orders 

2160        ^S^ 

Industrial  product! 
.  1 1 1  v  adruxtet 

\1       1001 

Manufacturers  new  orders  and  inventories 

[Sbilhonsl  seasonallv  IDept  of  Commercel 

Personal  income  (Sbilhonsl  wage  and  salary  dis- 
bursements, seasonally  adiusted  (Dept.  of  Commerc 

■ 

2M> 

131                                         ^^^ 

610                                                             ■ 

350 

125 

V 

580 

| " 

450 

119 

550 

Retail  store  sale*  Sbilhonsl 

tally  adiusted  iDept.  of  Commercel 

Consumer  installment  credit  (Sbilhonsl 
total,  seasonally  adiusted  Federal  Reserve) 

I'l    Mill 

Ml      |AS 

1      | 

I 

1      1      1      1      1      1      1      I      1      1      I      1      I 
D|     FMAMJ      IASOND 

1                   1      1      1      1      1      1      1      1      1     1      1 
1                     1)     1      F     M     A    M     I      I      A     S     O 

1     1     1 
N    D     | 

FORBES,  MARCH  2 

1    19 

HOW  WE  SEE  THE 
AX  REFORM  PROBLEM. 


's  not  the  first  bump  in  the  road.  And  it's  certainly 

the  last. 

vt  the  CIGNA  companies,  our  financial  planning 

jsn't  begin  or  end  with  the  most  recent  changes 

ie  tax  law.  Not  because  we  think  they're  insignifi- 

it.  But  because  we  know  they  must  be  looked  at 

ie  context  of  an  entire  financial  plan. 

i  long-term  plan. 

.  plan  that's  designed  not  only  for  today.  But  also 

nany  years  down  the  road  from  today. 

v/hich  is  why  before  we  look  at  possible  solutions, 

look  at  you.  Your  present  needs.  And  your 

>re  goals.  Because  we  know  it's  only  then  that  we 

i  determine  whether  your  needs  require  asset 


accumulation,  tax  planning,  fringe  benefit  planning, 
business  continuity  or  estate  planning. 

And  because  we  work  with  you  and  your  advisors, 
we're  able  to  map  out  a  plan  that  works  for  your  par- 
ticular needs. 

To  find  out  how  our  approach  to  financial  planning 
could  benefit  you,  please  write  us  at  CIGNA  Compa- 
nies, Department  R13,  One  Logan  Square,  Philadelphia, 
Pennsylvania  19103. 

Financial  planning  that  takes  into  account  all  of 
life's  little  ups  and  downs. 

It's  just  one  more  example 
of  CIGNA's  commitment  to 
personalized  service. 


CIGNA 


L 


Shopping  for  price  is  a  fact  of  life  in  the  computer  business. 

But  sometimes  this  bottom-line  pursuit  results  in  unanticipated  problei 

Money  saved  today  can  be  lost 
tomorrow  Its  an  old  story 

But  fortunately  NYNEX  Business 
Centers  offer  a  very  attractive  answer. 

Why? 

Because  we  offer  the  best  equip- 
ment from  the  best  manufacturers.  And 
because  we  can  objectively  recommend 
a  variety  of  solutions  for  your  needs. 

But  most  important,  we  also  in- 
clude many  key  elements  which  define 
the  difference  between  a  "deal"  and  a 
real  value.  Things  like  on-site  systems 
engineering  support,  electronic  Q&A 
support,  sophisticated  pretesting  of 
equipment  and  software, and  comprehensive  training 

All  at  a  price  enviable  by  any  standard. 

So  by  all  means,  continue  to  shop  for  bargains.  But  while  you're  at  it,  be  sui 
contact  your  NYNEX  Business  Center  representative. 

When  you  do,  you'll  discover  what  we've  known  for  a  long  time.  A  real  bar 
lat  can  save  you  money  now,  as  well  as  in  the  future. 


Wherebusinessisheade 


The  answer  isNYNEX 


NYNEX  Business  Centers  offer  competi- 
tive prices  on  a  complete  range  of  products  from 
leading  manufacturers,  including     rnmnAri* 
IBM?  Apple®  and  COMPAQ®  >      campna 

We  back  the  systems  and     -  *~ 
software  we  sell  with  training, 
service  and  local  support. 

We  offer  complete  financing  alternatives 
i)]iiudinglcasing. 

For  more  information  call: 

1-800-346-9X9X I 

extension  83. 


NYNE1K 


Business 
Centers 


Machines  Corporation  COMPAQ  t  omputerCorporation.and  Apple  Computer,  Inc  respcctn 
XisamarkofNYNI  \t  orpontion  ©1988  NYNI  X  Business  Information  Systei 
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Forbes 


Coca-Cola  Chairman  Roberto  Goizueta  vowed  to  make  diversifi 
cation  work.  He  has  not  had  a  great  deal  of  success. 

Some  things  don't 
go  better  with  Coke 


airman  <  >>ia  c  b 

ay  from  th~.  soda  machine,  haunted  by  strategic  confusion. 


By  John  H.  Taylor 


T|  HE  FOLKS  WHO  RUN  the  COC 
Cola  Co.  certainly  know  wh 
they're  doing  when  it  comes 
soft  drinks.  The  company  produc 
five  of  the  ten  top-selling  soft  drin" 
in  the  country  and  controls  an  aw 
some  40%  of  the  domestic  mark< 
Consequently,  earnings  per  shi 
have  jumped  108%  since  1981,  retu 
on  equity  has  been  comfortably  abo 
20%  for  the  last  four  years,  and  t 
stock  has  doubled  since  the  end 
1983  (recent  price,  37'/i). 

Internationally,  the  Atlanta-bas! 
soft  drink  giant  (assets,  $8.3  billion) 
doing  even  better.  Its  155-count 
presence  is  by  far  the  largest  in  t 
world.  Coke  now  gets  55%  of  its  S( 
drink  operating  income  from  forei 
countries,  where  it  has  been  benefl 
ing  from  a  weak  dollar.  Over  the  nt 
decade,  moreover,  soft  drink  sales 
foreign  countries  are  likely  to  grow 
nearly  twice  the  rate  of  Coke's  domi 
tic  sales. 

A  good  thing  for  the  company  a 
its  shareholders  that  things  are  sore 
on  the  soft  drink  side.  Coke's  muj 
publicized  effort  to  diversify,  whi 
began  four  years  before  Roberto  G 
zueta  became  chairman  in  1981,  1 
failed  to  produce  significant  profits. 
the  last  1 1  years  Coca-Cola  embark 
on  a  dizzying  series  of  acquisition; 
wine  companies,  a  movie  studio 
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ita  manufacturer,  even  a  producer 
television  game  shows.  Most,  hav- 
;  failed  to  deliver  on  their  presumed 
imise,  are  now  gone, 
rhese  disappointing  adventures 
/e  led  professional  Coke  watchers 
Wall  Street,  and  a  number  of  pres- 
:  and  former  company  executives 
well,  to  conclude  that,  away  from 
:  soda  machine,  the  company  is 
inted  by  strategic  confusion.  Lis- 
i  to  David  Puttnam,  the  well-re- 
:cted,  but  prickly,  British  film  pro- 
;er  who  was  brought  in  with  much 
fare  to  revive  Coca-Cola's  floun- 
ing  movie  company,  Columbia 
tures,  and  then  fired  after  a  quick 
ir  as  studio  president.  "Roberto 
s  passionately  in  love  with  ideas 
1  executives  and  then  falls  violent- 
nit  of  love  with  them.  I  think  he's 
;  that  with  companies  as  well," 
s  Puttnam. 
ioizueta  himself  is  hardly  reassur- 

about  the  company's  strategic  fo- 
.  Asked,  in  a  Forbes  interview,  for 

vision  of  Coca-Cola  five  years 
ice,  the  56-year-old  chairman  only 
ugged  and  said  enigmatically, 
i)u  can't  create  a  strategy  until  you 
•e  a  structure  in  place."  Pressed  to 
•lain,  Goizueta  would  only  say  the 
ipany  is  not  now  looking  for  major 
uisitions  but  doesn't  turn  away 
sn  it  is  approached. 
\  erhaps  it  should  do  more  turning 
iiy.    Consider   its   acquisition,    in 

2,  of  Columbia  Pictures  for  about 
0  million.  The  idea,  according  to 

zueta,  was  to  invest  Coke's  excess 
a  (its  soft  drink  business  throws  off 
re  than  $1  billion  in  cash  a  year)  in 
ast-growth    industry   offering   re- 

is  comparable  to  those  in  the  soft 

ik  industry. 
j  iter  toying  with  the  idea  of  buying 

;alth  care  company,  Coke  instead 
\se  Columbia.  Immediately,  it  in- 
cised Columbia's  production  from 
,  movies  a  year — a  little  under  the 
'  rage  for  a  major  studio — to  18.  An- 

I  ts  say  Coke  figured  it  could  satu- 

the  market  and  buy  market 
Ire — just  as  in  the  soft  drink  indus- 
i  The  movie  business  doesn't  work 
l|:  way.  Coca-Cola  put  out  more 
r,/ies,  but  a  lot  of  them  were  box 
l:e  bombs,  including  We  Slugger's 
R,  Perfect  and  Leonard  Part  6.  "Try- 
c  to  buy  market  share  in  the  movie 
ijtness  was  one  of  the  loony  ideas  of 
J  time,"  says  a  veteran  entertam- 
c  it  executive  at  a  rival  company, 
joke  went  through  three  studio 
ijis  in  five  years.  After  Ishtar,  the 
^  it  spoof  savaged  by  reviewers  de- 
ll; star  turns  by  Warren  Beatty  and 
)  tin  Hoffman,  stuck  the  company 

I I  a  $25  million  writeoff  last  year, 


Coke  merged  Columbia  into  Tri-Star 
Pictures,  a  motion  picture  company 
that  Coke  controlled.  Coke  retained 
49%  of  the  new  company,  called  Co- 
lumbia Pictures  Entertainment.  The 
spinoff  was  a  great  deal  for  Coke, 
which  got  more  than  $1  billion  in 
debt  and  goodwill  off  its  books  and 
removed  some  high-priced  film  and 
television  inventory  as  well. 

Coke  shareholders  who  held  on  to 
their  Columbia  Pictures  shares  did 
less  well.  The  stock  has  dropped 
about  50%  since  the  spinoff  was  an- 
nounced, and  the  new  company  is  ru- 
mored to  be  facing  as  much  as  $200 
million  in  writeoffs  for  overvalued 
television  and  film  assets. 

Another  misdirected  acquisition 
was  Coke's  1977  purchase  of  three 
wine  producers,  including  Taylor 
Wine  Co.  It  was  a  fiasco  from  start  to 
finish.  Coca-Cola  underestimated  the 
capital  needed  to  hold  wine  as  it 
ages — twice  the  capital  investment 
per  dollar  of  revenue  as  soft  drinks. 
Although  U.S.  wine  consumption  was 
booming,  Coke  could  not  meet  its 
goal  of  a  10%  return  on  capital.  So,  in 
1983,  Goizueta  sold  the  wine  division 
to  Seagram  Co.  for  around  $230  mil- 
lion, about  what  Coke  paid.  Asked 
about  the  wisdom  of  the  acquisition, 
he  acknowledges,  "It  should  never 
have  been  done." 

So  where  does  Coke  go  from  here? 
Hard  to  tell.  Goizueta,  an  urbane  for- 
mer engineer,  says  the  "gospel"  at 
Coke  is  enhancing  shareholder  value. 
Perhaps,  but  it  seems  devoted  to  fat- 
tening its  cash  kitty  for  further  acqui- 
sitions. Coke,  for  example,  cut  the 
percentage  of  its  earnings  paid  as  divi- 
dends from  63%  when  Goizueta  took 
over  to  43%  in  1986.  Also,  Coke  an- 
nounced plans  to  increase  its  debt-to- 
capital  ratio  to  35%  from  its  current 
level  of  12%,  even  though  it  already 
has  more  than  $1.6  billion  in  cash  and 
marketable  securities. 

The  kitty  builds  even  though  Goi- 
zueta concedes  that  it's  hard  to  find 
an  acquisition  as  profitable  as  Coke's 
soft  drink  business,  where  return  on 
assets,  for  example,  exceeds  30%. 
"It's  very  rare,"  Goizueta  says,  "that 
you  can  find  a  company  that  produces 
the  same  kind  of  return  that  this  one 
does." 

That,  surely,  is  one  good  reason 
Coke  used  some  of  its  excess  cash  to 
buy  back  $463  million  of  its  own 
stock  during  the  first  nine  months  of 
1987.  At  one  point,  as  the  bull  market 
roared  into  October,  Coke  was  even 
paying  21  times  earnings  for  its 
shares.  Now,  at  16  times  earnings,  the 
buyback  makes  a  little  more  sense.  In 
July  Coca-Cola's  board  of  directors  ap- . 


proved  a  plan  to  buy  back  another  40 
million  shares  (more  than  10%  of  its 
total  outstanding  shares)  by  the  end 
of  1990. 

Goizueta  admits  he  has  contem- 
plated using  some  of  his  excess  cash 
and  enormous  lines  of  credit  for  a 
large  acquisition  to  bolster  its  food 
division,  where  earnings  have  been 
flat  for  the  last  four  years.  The  lead 
brand  there,  of  course,  is  Minute 
Maid,  but  the  story  is  another  tale  of 
markets  misjudged.  The  company  put 
its  efforts  into  capturing  the  frozen 
orange  juice  concentrate  market,  just 
as  that  part  of  the  business  started 
declining  and  the  demand  for  chilled, 
ready-to-drink  juice  exploded.  Al- 
though Goizueta  says  Coke  has  con- 
sidered buying  a  large  food  company 
(likely  targets  include  Gerber  Prod- 
ucts, Pillsbury  Co.  and  Wm.  Wrigley 
Jr.  Co.),  it  concluded  they  are  over- 
priced, even  though  the  price/earn- 
ings ratios  are  the  same  as — or  less 
than — Coke's. 

Fortunately  for  the  stockholders, 
Coke's  indomitable  soft  drink  busi- 
ness allows  it  to  make  mistakes  that 
other  companies  could  not  tolerate. 
With  a  five-year  average  return  on  eq- 
uity of  24.2%,  for  example,  Coke  kept 
even  with  the  soft  drink  industry  me- 
dian in  Forbes'  annual  survey. 

Goizueta's  problem  comes  down  to 
this:  Where  are  the  things  that  really 
do  go  better  with  Coke?  ■ 


Guv  Kingsberv 
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Hollywood's  latest  corporate  darlings  are 
the  Walt  Disney  Co.  and  its  chief  executive, 
Michael  Eisner.  But  insiders  applaud  Silver 
Screen.  Should  you? 

So  you  want  to 
be  in  pictures 


By  Laura  Jereski 


W'alt  Disney  Co.  is  Holly- 
wood's latest  star,  thanks  to  a 
series  of  hit  movies  (Ruthless 
People,  Down  and  Out  in  Beverly  Hills, 
The  Color  of  Money;  among  them)  that 
turned  the  most  minor  of  the  major 
studios  into  a  box  office  smash.  But 
Disney's  most  successful  produc- 
tion— and  by  far  its  biggest — is  not  a 
new  movie.  It  is  Silver  Screen,  the 
series  of  limited  partnerships  that  has 
financed  $300  million  worth  of  mega- 
hits,  almost  all  of  it  off  Disney's  bal- 
ance sheet,  over  the  past  two  years. 

Such  partnerships  used  to  be  the  tax 
shelter  of  choice  for  a  lot  of  star- 
struck  high  rollers,  but  they  pretty 
much  died  with  the  new  tax  law.  And 
even  in  their  heyday  they  did  not  raise 
cash  on  so  grand  a  scale. 

The  Silver  Screen  versions  show  a 
whole  new  dimension  in  using  other 
people's  money.  No  wonder  Disney  is 
back  for  more.  Within  the  next  few 
weeks,  the  next  in  the  partnership 
series,  Silver  Screen  IV,  hopes  to  raise 
$400  million  of  equity  from  the  pub- 
lic, and  get  another  $200  million  in 
bank  debt,  to  invest  in  this  year's  slate 
of  Disney  flicks.  That  will  send 
the  total  Disney  has  raised 
through  Silver  Screen  to 
uver  $1  billion  in  less  than 
three  years.  Says  Gary 
Wilson,  Disney's, 

chief  financial  offi- 
cer, "That's  more 
money  than  any- 
one has  raised  pub- 
licly in  the  history 
ot  Hollywoo 

should 
He  help 

up       the        L 
te-sheet    ar-      ^ 

-;  Blubaugh     ^Nn 


rangement  with  Roland  Betts  and 
Paul  Bagley,  the  partnerships'  presi- 
dent and  chairman,  in  1985.  Result? 
The  partnerships  funded  ten  movies 
last  year,  double  the  number  in  1985. 
And  we  ain't  seen  nothing  yet.  By  this 
spring,  Disney  will  have  committed 
another  $500  million  to  some  40  new 
projects. 

An  impressive  production  sched- 
ule, to  say  the  least,  considering  that 
most  major  studies  figure  they're  run- 
ning flat  out  producing  a  dozen  films  a 
year.  But  for  Disney  the  bottom  line 
benefits  are  even  more  impressive. 
On  its  own  books  Disney  reported 
film  costs  of  $745  million  last  year, 
virtually  triple  what  they  were  three 
years  ago.  But  that  doesn't  reflect  the 
$300  million  that  Silver  Screen  1  and 
II  invested.  Since  the  company  has  no 
obligation  for  most  of  the  Silver 
Screen  money,  it  doesn't  show  on  Dis- 
ney's balance  sheet.  By  substituting 
partnership  money  for  short-term 
debt,  money  saved  on  interest  alone 
probably  boosted  Disney's  operating 
income  by  some  $27  million. 

No   wonder  Disney   operating   in- 
come on  its  films  has  risen  steadily — 
|oJ$145  million  in  1988,  according  to 
one  estimate,  from  $34  mil- 
lion in  1985  and  $52  mil- 
lion in  1986. 
Of  course,  the  mighty 
mouse   isn't    the   only 
one     making     big 
cheese.       Lucra- 
tive     upfront 
fees     to     bro- 
kers   brought 
E.F.       Hutton, 
which  distributed 
the   first   two   part- 
nerships,  nearly   $38 
million.  Shearson  Leh- 
man Hutton  can  expect  at 


least  $34  million  if  the  full  $40 
million  is  raised  in  the  comin 
weeks.  And  don't  forget  Rolan 
Betts.  He  and  Hutton  control  th 
managing  partner,  which  stands  t 
make  $34  million  off  the  top  ove 
the  life  of  the  partnerships,  whethe 
the  movies  do  well  or  not.  No\ 
that's  show  business. 

No  wonder  other  studios,  whic 
had  lost  interest  after  the  tax  sheltc 
angle  was  gone,  are  trying  this  tac 
once  again.  MGM  would  like  to  lais 
$65  million  in  limited  partnershi 
funds,  and  HBO  $75  million  to  fun 
movie  production.  "Very  imaginativ 
financings,"  says  Fuhrman  Nettle: 
who  tracks  partnerships  for  Robert  / 
Stanger.  "But  returns  to  movie  inve; 
tors  have  been  very  poor." 

indeed.  About  the  only  ones  wh 
don't  seem  to  make  much  money  ai 
Silver  Screen's  investors.  Throug 
September  1987,  the  last  date  fa 
which  partnership  results  are  avai 
able,  Silver  Screen  II  had  returned  $24 
for  every  $500  partnership  unit,  whic 
includes  box  office  take  from  all  bi 
one  film.  (Its  movies  included  Outre 
geous  Fortune  and  Tin  Men.)  But  that 
not  all  gravy.  Analysts  allow  that  SS I 
investors  can  expect  returns  averagir 
between  10%  and  15%. 

Why  so  little?  Because,  after  ever 
one  else  has  taken  his  piece,  there 
little  left  for  the  limited  partners.  Usi 
ally  half  the  gross  receipts  go  to  tl 
exhibitor.  Then  the  distributor—! 
Disney's  case  Buena  Vista,  its  distri 
uting  arm — gets  about  half  of  what 
left.  Subtract  production  costs  ($1 
million  or  so  for  most  Touchstoi 
movies,  Disney's  "for  mature  auc 
ences"  label  that  includes  such  cu 
rent  releases  as  Good  Morning  Vietnai 
Three  Men  and  a  Baby  and  Shoot  to  Kil 
special  cuts  for  talent  and  the  gener 
partners'  fee,  and  a  partnership  mu 
net  over  20%  just  to  break  even. 

But  even  the  returns  on  SS  III  loc 
too  generous  for  Disney,  which  stru 
tured  SS  IV  to  give  less  to  the  lim: 
eds.  Why?  "We  are  giving  up  mo 
than  we  would  like  to  give  up,"  sa 
Wilson.  In  other  words,  he's  givi 
less  on  SS  IV  because  he  thinks 
doesn't  have  to  give  more. 

Meantime,  points  out  Merrill  Lyni 
analyst  Harold  Vogel,  a  sharehold 
could  have  ridden  Disney  stock  fro 
45  to  a  current  6 1 ,  even  after  the  eras 
"That's  33%  plus  dividends,"  he  saj 
"How  can  anyone  say  Silver  Sere 
provides  a  better  return?" 

The  lesson  here  for  investors?  If  V< 
want  to  be  in  pictures,  buy  your  tick 
at  the  front  gate,  instead  of  goi 
round  back.  ■ 
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Toy  would  anyone  fight  Italy  s  huge  Fiat 
roup  over  some  stock  in  a  moneylosing 
irm  equipment  maker  in  Kansas? 


"We  were 
trapped" 


By  Tatiana  Pouscbine 

Iesston  Corp.  isn't  much  to 
ook  at.  The  Hesston,  Kans.- 
based  manufacturer  of  trac- 
j>,  hay  and  forage  equipment  and 
wers  has  lost  money  every  year 
\ze  1984.  Last  year  the  $120  million 
imated  sales)  company  reported  a 


negative  net  worth  of  $60  million. 

Why,  then,  did  Italy's  giant  Fiat 
Group,  which  controls  Hesston,  offer 
generous  premiums  over  market 
prices  to  buy  in  Hesston  minority 
holders'  common  and  preferred  stock 
last  May?  And  why  have  some  stub- 
born shareholders  taken  the  Italians 
to  court  over  the  deal? 


Mwe  Leonard 


~ 


'""J 


ton 's  General  Counsel  Richard  Hrdlicka  and  Chief  Executive  Mario  Chessa 

i  one  puts  in  100%  of  the  money  and  then  pays  out  50%  of  the  profits. 


Fiat  had  owned  52%  of  Hesston's 
voting  stock  since  1977.  It  offered  $4  a 
share — $14.4  million  in  all — for  the 
rest  of  the  common,  and  got  it  all.  But 
that  left  around  500,000  shares  of 
Hesston's  $1.60  convertible  preferred 
still  out  there.  For  these  Fiat  offered 
$12.50  a  share,  a  50%  premium  to 
market.  But  only  28%  of  the  preferred 
stock  was  tendered. 

Why  such  a  small  amount?  Simple: 
Hesston's  bylaws  clearly  state  that 
the  preferred  shares  have  a  redemp- 
tion price  of  $25,  plus  dividends  in 
arrears.  That  arrearage  is  currently 
$8.40  per  share,  bringing  the  value  of 
the  preferred  to  $33.40.  Says  dissident 
preferred  shareholder  Robert  Parlette, 
a  cherry  farmer  and  partner  with  We- 
natchee,  Wash,  law  firm  Davis,  Ar- 
neil:  "I  figured  I  would  get  a  good 
return  if  I  just  held  the  stock  and 
waited  until  the  dividends  came  back. 
The  most  important  thing  for  me  was 
the  redemption  protection." 

Agrees  another  dissident  preferred 
shareholder,  L.G.  Kays,  a  St.  Louis 
broker  dealer:  "Hesston's  losses  were 
anticipated  and  understood." 

Parlette,  Kays  and  other  dissident 
shareholders  have  a  friend  in  Allied 
Products  Corp.,  a  large  farm 
equipment  distributor.  In  June 
Allied,  which  owns  12%  of 
Hesston's  preferred  shares, 
filed  a  class  action  suit  against 
Fiat  and  Hesston,  demanding 
payment  of  the  full  $33.40  a 
share  if  Fiat  wanted  to  com- 
plete the  merger.  Allied  argues 
that  even  assuming  that  Fiat 
acquired  two-thirds  of  the  pre- 
ferred shares,  Hesston  has  no 
right  to  change  the  bylaws  re- 
lating to  the  stock's  $25  re- 
demption value. 

In  Hesston's  countersuit, 
general  counsel  Richard  Hr- 
dlicka asserts  that  Allied  is  a 
direct  competitor  that  bought 
into  Hesston  solely  to  block 
the  merger  with  Fiat. 

Ironically,  the  dissenting 
shareholders  probably  have 
Fiat  to  thank  for  keeping  Hess- 
ton out  of  bankruptcy  and 
bringing  it  back  to  financial 
health.  In  1985  Hesston  was 
financing  equipment  inven- 
tory that  had,  in  some  cases, 
sat  in  dealer  lots  more  than 
three  years.  In  1986  Fiat  decid- 
ed to  pump  in  more  money 
and  put  its  own  man,  Mario 
Chessa,  in  charge  of  Hesston 
to  oversee  the  rescue.  "We 
were  trapped,"  Chessa  recalls. 
"There  was  no  way  out  except 
bankruptcy.    But    Fiat    in    90 
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Cherry  farmer  Robert  Parlette 
Playing  a  waiting  game. 

years  has  never  let  one  of  its  compa- 
nies go  bankrupt,  and  I  didn't  want  to 
break  with  tradition." 

Within  two  years  Chessa  cut  field 
inventories  from  $160  million  to  $46 
million.  Hesston  deliberately  slowed 
shipments  to  dealers.  That  caused  net 
sales  to  fall  to  $120.3  million  in  1986, 
a  28%  drop  from  1985.  To  encourage 
farmers  to  buy  the  older  equipment, 
Hesston  discounted  retail  prices  by 
20%  to  25%.  The  stock  fell  as  losses 
mounted. 

Dissident  shareholder  Kays  charges 
that  Fiat  timed  its  tender  to  take  ad- 
vantage of  the  depressed  stock  price. 
Chessa  says  the  stock  buy-in  was  sim- 
ply good  business  sense.  Fiat,  he 
notes,  has  sunk  around  $200  million 
into  Hesston.  "No  one,"  says  Chessa, 
"puts  100%  of  the  money  into  an  op- 
eration and  then  pays  out  50%  of  the 
profits"  to  other  shareholders. 

Hesston  seems  to  have  turned  the 
corner.  Its  Woods  division,  which 
manufactures  mowers  and  accounts 
for  30%  of  Hesston's  sales,  is  already 
profitable.  Next  year,  according  to 
projections  by  Shearson  Lehman  Hut- 
ton,  Fiat's  investment  bankers,  Hes- 
ston should  earn  $3.6  million. 

Fiat  has  been  buying  preferred 
when  it  can  in  the  market  |it  trades 
over-the-counter  for  around  $17)  and 
now  has  227,609  shares,  or  50.8%  of 
the  total.  For  $8  million  or  so,  Fiat 
could  redeem  the  rest  at  the  full 
$33.40  a  share.  But  so  far  Fiat  is  hang- 
ing tough— which  further  encourages 
hssidents.  "Fiat,"  says  Nicholas 
Hah^rd,  a  grain  and  strawberry  farmer 
from  Pitt  town,  N.Y.,  'really  docs 
that  company." 

Whatever  happens,  Fiat  has  learned 
den  'marc  the  tenacity  of 
'  American  shareholders.  ■ 


Foreign  companies  are  raising  chea\ 
money  on  the  stratospheric  Tokyo  Stocl 
Exchange.  The  results  are  mixed. 


Avon  falling 


By  Andrew  Tanzer 


With  the  Tokyo  stock  market 
approaching  its  precrash 
heights,  a  number  of  foreign 
companies  are  again  thinking  of  sell- 
ing bits  of  their  Japan  subsidiaries  to 
the  Japanese  public.  "Many  compa- 
nies are  looking  at  a  price/earnings 
arbitrage  between  the  Japanese  mar- 
ket and  the  New  York  and  London 
markets,"  explains  Masanori  Mo- 
chida,  an  associate  in  the  global  fi- 
nance department  of  Goldman,  Sachs 
(Japan)  Corp.  What  U.S.  company 
wouldn't  like  to  raise  money  in  a 
strong  currency  by  issuing  equity  at 
Tokyo's  average  P/E  ratio  of  60— an 
earnings  yield  below  2%  ? 

Before  proceeding,  however,  corpo- 
rate financial  officers  would  do  well 
to  study  Avon  Japan's  initial  public 
offering  on  Japan's  o-t-c  market  late 
last  year.  The  issue  was  an  unquali- 
fied flop.  With  prestigious  Nomura 
Securities  and  Morgan  Stanley  as  the 
lead  underwriters,  Avon  Japan's  ini- 
tial offering  price  was  1,080  yen 
($8.14)  a   share.   The  stock  hit   the 


streets  on  Dec.  7,  Pearl  Harbor  Day,  i 
1,190  yen,  and  investors  proceeded  i 
shoot  it  down.  By  the  end  of  Decen 
ber,  Avon  Japan  was  down  41%  froi 
its  initial  offering  price,  to  700  ye: 
Recent  price,  740  yen. 

What  happened?  A  lot  of  blame 
being  passed  around,  so  it's  hard 
know  for  sure.  Morgan  Stanley, 
example,  blames  the  timing — the  c 
fering  coming  on  the  heels  of  the  0 
tober  crash — for  the  debacle.  But 
that's  the  case,  why  has  the  index 
Japan's  bubbling  o-t-c  market,  whe 
Avon   Japan   trades,   advanced   17' 
since  the  day  Avon  was  listed? 

Why,  too,  is  B-R31  Ice  Cream  Co.: 
a  joint  venture  between  Baskin-Ro 
bins  and  Fujiya,  a  Japanese  confe 
tionery  firm  that  also  went  public 
early  December — doing  so  much  be 
ter?  Underwritten  by  Goldma 
Sachs,  B-R31  Ice  Cream  came  out 
3,610  yen  a  share  and  recently  tradi 
for  3,950. 

A  more  credible  explanation  is  th 
Nomura  and  Morgan  dumped  ti 
much  stock  on  the  market  at  too  hi 
a  price.  Avon  sold  27  million  Av< 


: 


n  shares,  a  40%  stake  in  its  sub- 
lry,  thereby  raising  about  $225 
ion.  This  was  by  far  the  biggest 
issue  in  the  history  of  Japan's 
:  market.  Most  offerings  are  for 
than  1  million  shares. 
le  price  was  set  by  Nomura.  Orig- 
ly  scheduled  for  late  October  and 
;d  at  1,250  yen,  the  offering  was 
poned  because  of  the  crash;  the 
tnal  price  was  scaled  back,  but 
■  slightly,  to  1,080  yen.  This  val- 
$150  million  (sales)  Avon  Japan  at 
imes  1986  earnings  and  41  times 
nated  1987  earnings,  thus  putting 
company  on  a  par  with  Japanese 
netics   giant   Shiseido.    But   Shi- 

0  is  far  better  known  among  Japa- 
i  investors  than  Avon  Japan.  With 
than  30%  of  the  issue  estimated 
lave  been  placed  among  stable 
eholders  (a  much  lower  percent- 
than  for  most  newly  listed  Japa- 
:  companies),  investors  began 
iping  Avon  Japan's  stock  immedi- 
/  after  the  listing. 

le  parent,  Avon,  could  have 
ved  the  offering.  But  it  needed  the 
eeds  in  1987  to  pay  down  debt, 
luse  of  regulations  on  the  Japan 
:  market,  waiting  longer  would 
:  required  Avon  to  reapply  and 

eight  to  ten  months  for  approval. 
le  Avon  Japan  misstep  is  the  more 
ng  in  comparison  with  successful 

foreign  issues.  B-R31  Ice  Cream 
le  example.  Shaklee  Japan  is  an- 
r.  Parent  Shaklee  Corp.  raised  $72 
ion  in  August  1986  when  it  sold  a 

stake  in  Shaklee  Japan.  Under- 
ten  by  Goldman,  Sachs,  the  stock 
ped  from  an  initial  offering  price 
900  yen  to  5,700  yen  on  its  initial 
ing  day.  Adjusted  for  splits,  the 
k  has  fallen  back  but  still  trades  at 

above  its  initial  issue  price, 
le  most  successful  foreign  new 
:  so  far  is  Nippon  Avionics,  a  de- 
e  electronics   joint   venture   be- 
m  Hughes  Aircraft  and  NEC.  It, 

was  underwritten  by  Goldman, 
is.  Nippon  was  not  placed  on  the 
:  market  but  was  listed  on  the 
yo  Stock  Exchange's  second  sec- 
,  where  new  issues  have  led  a  pow- 

1  advance  since  January.  (The  sec- 
section  has  greater  depth  and  li- 
ity  than  the  o-t-c  market,  but  also 
her  listing  requirements.) 

veral  new  issues  on  the  $106  bil- 
(total  capitalization)  second  sec- 
,  Nippon  Avionics  among  them, 
I  doubled  and  tripled  within  days, 
pon  Avionics' initial  offering  price 
:eb.  9  was  1,760  yen  a  share — 87 
hs  earnings.  Demand  was  so  over- 
lming  that  the  stock  wasn't  pub- 
traded  for  six  trading  days,  when 
I'ened  at  5,050.  It  currently  trades 


at  4,140.  Hughes  Aircraft  raised  $85 
million  selling  part  of  its  stake. 

Given  this  excessive  enthusiasm, 
Goldman,  Sachs'  Mochida  expects 
several  foreign  parent  companies  to 
tap  Tokyo's  markets  for  equity  capital 
in  the  coming  year.  Besides  raising 


money,  he  notes,  going  public  can  help 
foreign  companies  recruit  Japanese 
workers  and  generally  raise  their  busi- 
ness profile  in  Japan.  But  Avon's  em- 
barrassing attempt  is  a  useful  warning 
that  even  Japan's  new-issue  madness 
has  its  limits.  ■ 


American  Airlines '  hard-nosed  chief,  Robert 
Crandall,  has  lost  key  executives  and  a  nice 
chunk  of  business  in  Europe  The  outlook  is 
not  reassuring,  but  the  man  is . . . 

Calmness  itself 


By  Howard  Banks 


It's  not  that  Robert  Crandall, 
chairman,  president  and  chief  ex- 
ecutive of  American  Airlines, 
doesn't  know  trouble  when  he  sees  it. 
It's  far  more  likely  that  he  just  loves  a 
good  tough  scrap. 

In  the  last  15  months  Crandall  has 
watched  two  able  and  widely  respect- 
ed men  walk  out  the  door — Thomas 
Plaskett,  marketing  vice  president, 
and  Jack  Pope,  chief  financial  officer. 
Both  men  figured  they  were  in  line  for 
the  president's  spot  at  American,  and 
they  wanted  it  to  happen  sooner  rath- 
er than  later.  A  bit  presumptuous,  per- 
haps. Their  boss,  at  a  very  young  52,  is 
firmly  running  his  airline  with  the 
energy  of  men  half  his  age.  Crandall  is 
not  known  for  grace  or  tact  when  el- 
bowed. Plaskett  first  wandered  to 
Texas  Air  but  ended  up  as  president  of 
Pan  Am.  Pope  now  has  the  number 
two  job  at  United. 

Crandall,  though  he  says  otherwise, 
will  not  find  two  such  able  top  advis- 
ers so  readily.  And  American's  trou- 
bles these  days  go  beyond  personnel. 
Forget,  even,  the  unexpected  fourth- 
quarter  net  loss  of  $805  million.  That 
was  mainly  an  accounting  adjustment 
on  some  airplane  financing  in  yen 
that  suddenly  got  very  expensive  as 
the  dollar  weakened. 

Robert  Crandall's  challenges  these 
days  are  more  basic.  He's  successfully 
piloted  his  airline  through  the  ten 
chaotic  years  since  deregulation  with 
the  most  consistent  profit  record  of 


the  major  airlines  and  a  five-year  aver- 
age 13%  return  on  equity  for  his 
stockholders.  But  the  airline  business 
is  about  to  get  a  lot  meaner. 

Crandall's  expansion  plan  has  until 
1992  to  run.  American  Airlines  has 
already  doubled  its  number  of  flights 
and  employees,  45%  of  whom  are 
now  being  paid  at  what  Crandall  calls 
"market  rates."  Employment  costs 
dropped  5.5%  last  year. 

But  at  the  end  of  1987  overall  costs 
per  unit  of  available  capacity  were  up 
nearly  10%,  compared  with  the  most 
recent  low,  in  the  third  quarter  of 
1986.  This  makes  it  doubtful  whether 
American  can  maintain  even  the  re- 
sults achieved  in  1987.  Operating  rev- 
enues of  $7.2  billion  were  nearly  20% 
higher  than  1986.  It  was  the  best 
showing  among  the  major  airlines  in  a 
year  that  saw  an  11%  increase  in  U.S. 
passenger  traffic.  But  while  the  year's 
$461  million  operating  profit  was  up 
12%  on  a  year  earlier,  the  fourth-quar- 
ter operating  profit  was  down  nearly 
19%  compared  with  1986. 

Crandall  faces  very  rough  going  as 
he  tries  to  open  Europe  and  Asia.  The 
Europeans,  particularly,  have  not  tak- 
en to  his  aggressive  style.  He  has,  in 
fact,  lost  a  lucrative  contract  to  put 
American's  Sabre  computer  reserva- 
tion system  into  a  joint  deal  with  Brit- 
ish Airways,  Swissair,  KLM  and  Alita- 
lia. Instead,  United's  Apollo  got  the 
potentially  high-profit  business. 
(Booking  fees  paid  by  airlines  when 
their  seats  are  sold  by  travel  agents 
plugged  into  Sabre  produced  just  10% 
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Robert  Crandall,  American  Airlines  chairman,  president  and  chief  executive 
The  challenges  these  days  are  more  basic. 


of    American's    1987    revenues    but 
nearly  25%  of  operating  profit.) 

All  this  should  make  a  man  ner- 
vous, but  you  couldn't  tell  it  by  look- 
ing at  Crandall  when  Forbes  caught 
up  with  him  recently.  He's  still  whip- 
pet thin,  running  four  miles  a  day 
(though  he  "has  no  time"  for  mara- 
thons), with  the  craggy  features  of  a 
movie  menace  but  no  hint  of  the  men- 
acing smile  described  by  many  an  ad- 
versary across  his  bargaining  table.  In- 
deed, he  is  calmness  itself  as  he  lights 
up  another  Vantage  cigarette.  ("No,  I 
don't  want  to  give  up  smoking,"  he 
exhales,  in  such  a  way  that  you  know 
there's  no  point  in  pursuing  the  sub- 
ject.) "The  five-year  plan's  still  nicely 
on  track,"  he  insists. 

V\  ell  and  good.  But  he  does  concede 
it  will  be  harder  to  maintain  profit- 
ability. Competition  is,  of  course,  one 
explanation.  It's  true  that  despite  its 
increased  eapacit>  American  has 
istently  tilled  a  higher  percentage 
'  rest  of  the  mdus- 

n  1987  vs.  62.5%  for  the 
ition.  But  American's  load  fac- 
.  i  from  65%  in  1986  and, 
ol  the  industry,  two- 
its  passengers  were  on  deeply 


discounted  fares. 

Moreover,  Crandall  admits — "to 
my  chagrin" — that  a  bit  of  fat  has 
crept  into  the  company's  head  count. 
(He  has  promised  a  10%  improve- 
ment in  management  and  clerical  pro- 
ductivity in  1988.)  And  it  will  not  be 
until  this  year's  third  quarter  that 
American's  two  new  hubs,  Raleigh- 
Durham  and  Nashville,  are  fully  used, 
roughly  doubling  the  number  of 
flights  a  day  from  both  locations.  "It 
takes  a  high  front-end  investment, 
and  it  takes  a  while  to  get  the  payoff," 
he  says.  Another  cost  was  merging  Air 
California,  which  runs  up  and  down 
the  California  coast,  even  though  this 
$225  million  acquisition  went  easily 
by  industry  standards. 

Increasing  competition  among  fre- 
quent flier  programs  is  also  turning 
into  a  long-term,  but  difficult  to  quan- 
tify, threat  to  profitability.  Only  re- 
cently have  the  airlines  publicly  ad- 
mitted how  enormous  is  the  potential 
liability  of  free  trips  owed  their  fre- 
quent fliers — guessed  to  be  close  to  a 
billion  miles  of  travel  for  American 
alone.  Crandall  says  American  had  no 
option  but  to  match  Delta's  triple 
mileage  offer.  "It's  a  foolish  program, 


a  mistake  that  will  lose  money  for  th 
industry,"  he  says,  but  to  ignore  it 
to  risk  losing  market  share. 

Another  drag  on  profits  arises 
American's  need  for  at  least  80  raoi 
planes  in  the  next  three  years,  most 
for  growth,  on  top  of  the  150  add« 
just  since  1983.  Long-term  debt  is  a 
ready  $2.8  billion,  44%  of  equity, 
from  $1.5  billion  in  1983. 

The  price  tag  on  new  planes  is  goir 
up.  And  a  classic,  tough  Crandall  ra 
neuver — he  calls  them  "rent-a-plane 
deals — will  get  harder  to  pull  off. 
1983  he  talked  McDonnell  Dough 
into  flexible,  low-cost  leases  that 
low  American  to  hand  33  planes  bac 
at  around  one  month's  notice  shou 
traffic  decline  seriously.  Last  year  | 
got  similar  terms  from  Boeing 
Airbus.  American  gets  its  planes, 
manufacturers  get  the  exposu 
should  business  go  bad.  Crandall 
out  shopping  now,  once  again  tryir 
to  play  Airbus  against  Boeing.  But  til 
demand  for  airplanes  is  strong  ncn| 
and  the  manufacturers,  so  far,  are  i 
fusing  to  consider  more  rent-a-pla 
leasebacks. 

Also  refusing  CrandalFs  overture] 
much  to  his  considerable  frustratiol 
are  the  Europeans.  Here  is  a  subje| 
that  breaks  his  calm.  No  Europ 
carriers  will  list  American's  flights) 
their  reservation  computers.  Bnti;) 
Airways  won't  even  let  travel  ager 
using  its  Travicom  computer  systel 
sell  an  American  Airlines  ticka 
"These  practices  are  illegal  in  the  U| 
and  we  believe  in  Europe  too/ 
says.  He  is  suing  in  Britain's  Hii 
Court  and  has  taken  his  case  to  t| 
European  Economic  Communis 
competition  department  as  well.  Ht 
also  spending  a  lot  of  time  in  Was 
ington,  telling  U.S.  aviation  negoti 
tors  at  the  State  and  Transportatn 
departments  that  the  U.S.  should  lii 
it  European  carriers'  rights  to  do  bu 
ness  in  the  U.S.  until  they  behave 
an  acceptable  fashion.  So  far  he's  n 
having  much  luck. 

No    one    would    describe    Robt 
Crandall  as  easy  to  deal  with.  He  hi 
made  few  allies  in  the  airline  bul 
ness.  Characteristically,  Crandall  il 
sists  he  does  not  miss  Plaskett  ail 
Pope,  who  helped  navigate  Americ| 
through  the  rough  air  of  deregulatic 
They  left  for  the  right  reason 
says — not,  as  the  rumors  would  ha  I 
it,  because  he  drove  them  out  with  11 
single-minded  refusal  to  share  aba 
lute  control  of  the  company. 

"We  filled  their  slots  with  good  pt 
pie,  and  we  have  lots  more  to  fill  a  ( 
other  vacancies,"  Crandall  says.  A I 
he  smiles.  "It's  a  tough  business,  1 
it's  also  fun."  ■ 
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Now  the  best  seats  in 
the  house  are  on  the  road 


ne  interior  comfort  of  the 
Oldsmobile  Touring  Sedan 
*  7  bit  as  extraordinary  as  its 
jmance. 

fee  instrument  panel  and 
2  console  are  resplendent  in 
i  le  walnut  burl.  Seating  areas 
lither.  And  the  seats  them- 
i,  designed  by  Lear  Siegler, 


feature  individual  controls  for  14 
power  adjustments. 

A  new  3.8-liter  SFI 3800  V6 
engine  with  Bosch  sequential  port 
fuel  injection,  fully  independent 
FE3  suspension  andTeves  anti-lock 
braking  provide  the  ride  and  han- 
dling characteristics  you'd  expect 
of  a  world-class  touring  sedan. 


For  a  free  catalog,  write: 
Oldsmobile  Touring  Sedan  Catalog, 
RO.  Box  14238,  Lansing,  MI  48921, 
or  see  your  Oldsmobile  dealer. 

! 

OLDSMOBILE  QUALITY 
TOURING  SED^N 


f  M . '  Let's  get  it 
i     I    together 

0  aDi'eaeateriortnerermsana 

1  Slim itea  warranty 
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Maybe  the  people 

with  the  most  answers 

are  the  people 

who  have  solved 
the  most  problems. 


In  the  information  industry  there's  more  than  one  company  eager  to  help  solve 
it  problems. 

But  there's  only  one  company  with  the  experience  of  IBM. 

For  more  than  fifty  years,  IBM  has  helped  our  customers,  both  big  and  small, 
ve  millions  of  problems.  It's  this  experience  that  enables  IBM  continually  to  come 
with  innovative  solutions. 

For  example,  IBM's  approach  to  Computer  Integrated  Manufacturing  (CIM)  is 
king  auto  parts  producers  more  efficient  by  tying  together  all  their  departments; 


ctronic  Data  Interchange  (EDI),  using  the  IBM  Information  Network,  is  letting 
)arel  manufacturers  become  more  competitive  by  allowing  them  to  share 
)rmation  with  their  customers  and  suppliers;  IBM's  Expert  System  software  is 
ing  everyone  in  insurance  businesses  access  to  the  knowledge  of  their  most 
!>erienced  people,  and  IBM  business  communications  systems  with  PhoneMaif 
i  helping  banks  offer  financial  services  information  to  their  customers  around 
:  clock. 

These  are  just  a  few  of  the  solutions  that  we've  developed  by  working  closely 
h  our  customers.  And  we  haven't  stopped  there. 

IBM  has  just  created  a  new  applications  systems  team  that  will  help  you  make 
best  use  of  your  information  system.  Its  6,000  people  are  devoted  to  providing  the 
t  applications  and  applications  tools  for  you.  We're  even  working  with  the  top 
J  ware  developers  outside  IBM  to  create  the  most  comprehensive  set  of  solutions 
ulable. 

As  you  can  see,  IBM  people,  products  and  solutions  are  all  part  of  The  Bigger 
Iture.  And  while  no  company  has  all  the  answers,  some  have  a  few  million  more 
in  others. 
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=§?!=   The  Bigger  Picture 


Talk  about  superregionals.  With  its  busi- 
ness booming  in  the  islands,  Bancorp 
Hawaii's  chairman,  Frank  Manaut,  is  aim- 
ing at  Asia  and  the  U.S.  mainland. 


Island  hopping 


By  John  Heins 


Bancorp  Hawaii,  Inc.,  the  $5.8 
billion  (assets)  parent  of  Bank 
of  Hawaii,  is  not  your  typical 
regional  bank.  Executives  wear  short- 
sleeved  aloha  shirts  to  work  at  the 
downtown  Honolulu  headquarters, 
just  a  few  blocks  from  the  Pacific 
Ocean.  The  state's  largest  bank,  Bank 
of  Hawaii  also  operates  in  several  tiny 
western  Pacific  islands, 
including  Yap,  where 
large  stone  "wheels"  are 
still  sometimes  used  as 
currency.  The  top  individ- 
ual stockholder,  owning 
around  5%,  is  a  secretive 
Thailand-based  business- 
man named  Baron  Morti- 
mer von  Zitzewitz. 

But  don't  be  fooled  by 
the  local  color.  Bank  of 
Hawaii's  earnings  have 
grown  an  average  15%  an- 
nually for  the  last  ten 
years,  hitting  a  record 
$53.9  million,  $5.64  a 
share,  last  year.  The 
bank's  1987  returns  on  av- 
erage assets  (1.03%)  and 
equity  ( 1 6.2% )  equaled  av- 
erages at  southeastern  re- 
gional banks,  the  indus- 
try's current  superstars. 
Shareholders  have  been 
well  rewarded.  The  stock, 
down  14%  from  its  pre- 
crash  high,  still  trades 
around  51— three  times 
what  it  was  less  than  four 
years  ago. 

"We've    been     in     the 

right    place   at    the   right 

says  Frank   Man- 

of  Hawaii's  aff  a - 

in  since  1980. 

avoided 


the  risky  energy,  agriculture  and  for- 
eign loans  that  devastated  other 
banks'  balance  sheets  in  recent  years, 
allowing  him  to  funnel  high-quality 
loans  to  Hawaii's  booming  real  estate 
and  tourism  industries.  While  assets 
have  doubled  since  1982,  the  bank 
still  boasts  one  of  the  industry's  low- 
est ratios  of  problem  loans  to  total 
loans,  1.2%.  Its  dominant  market 
share  of  bank  loans  and  deposits  in 


l>jvid  I  I 


Bancorp  Hawaii  Chairman  Frank  Manaut 

"You  hate  to  depend  on  one  economy  forever. 


Hawaii  has  actually  increased  sinq 
1982,  to  nearly  50%. 

It  is  the  Japanese,  these  days,  whh 
are  making  Hawaii  the  right  place  t( 
be  for  an  aggressive  bank  (Foebe 
Feb.  22).  Japanese  investors  are  bnnj 
ing  in  billions  of  dollars  to  buy  an 
build  resorts,  office  buildings,  house 
and  businesses.  Japanese  tourist 
who  on  an  average  day  outspen 
mainland  visitors  three-to-one,  ai 
flocking  to  Hawaii  in  record  nun 
bers.  With  that  net  new  mone 
coursing  through  the  Hawaiian  ecoi 
omy,  Bank  of  Hawaii's  loan  deman 
grew  nearly  20%  last  year. 

But,  good  as  business  is  in  Hawai 
Manaut  is  restless.  "You  hate  to  d 
pend  on  one  economy  with  basical 
one  industry,  tourism,  to  carry  yo 
forever,"  he  says. 

Thus  Manaut  has  hired  several  e 
ecutives  from  California's  Wells  Fa 
go  Bank  to  revamp  and  expand  h 
bank's  activities  in  Asia,  where  1 
already  has  offices  in  Tokyo,  Mani 
and  Hong  Kong.  South  Korea  and,  po 
sibly,  Thailand  are  next.  The  primal 
thrust,  Manaut  says,  is  to  serve  cu 
tomers  looking  to  invest  in  Hawaii  < 
other  fast-growing  Pacific  islam 
such  as  Guam  and  Saipan,  whe 
Bank  of  Hawaii  is  tl 
dominant  bank.  Manai 
is  also  pushing  trade 
nance  and  letters  of  crec 
to  relatively  small  opei 
tors  in  the  Pacific  Basi 
That  way  he  hopes 
avoid  bumping  into  gian 
such  as  Citicorp  and  Sec 
rity  Pacific.  "We  can  corT 
pete  for  smaller  deals 
smaller  companies,"  re 
sons  Manaut.  "There's ; 
ways  something  there  yd 
can  find  if  you  look  ha 
enough." 

Results  are  mixed, 
far.  With  Japanese  interc 
in  Hawaii  surging,  Bank 
Hawaii  now  has  15  peop 
in  its  profitable  Tok 
branch  servicing  a  clie 
list  of  nearly  400  Japanc 
companies.  But,  still  fei 
ing  the  effects  of  son 
soured  loans  in  Ho 
Kong  and  the  Philippini 
Bank  of  Hawaii's  interr 
tional  operations  earn 
only  0.45%  on  average ! 
sets  last  year,  less  thi 
half  the  level  of  the  rest 
the  bank. 

Manaut    also    has   1 
sights    set    on    the    U 
mainland.  In  October 
bought  the  small,  $68  m 
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EVEN 
ON  BUSINESS, 

YOU  CAN 

EXPERIENCE 

BEAUTIFUL 

SETTINGS. 

■       ■       •  ■      ■      • 

•  •  •  CLUB  •  •  • 


he  comfort  of  your  seat  in  our  new  Club*  Class,  you'll  enjoy  an  unobstructed  view  of  stylish  glassware,     OKI  I   IjIi  /\IKW/\Y  j 

t  cutlery  and  Royal  Doulton*  china.  And  suddenly,  business  travel  takes  on  a  whole  new  perspective.  The  worlds  favourite  airline"  ^ 


tiOf  all  die  hotel's  many  pleasures, 
]  found  none  more  charming  than  an 
eariy-morning  stroll  about  the  grounds. 
So,  as  was  my  custom,  I  arose  before  six. 

"As  I  reached  the  secluded  garden, 
there  to  peruse  the  morning  Journal, 
another  early- riser  passed.  I  smiled. 
He  smiled.  It  was  some  minutes  later 
that  I  realized  I'd  exchanged  pleasantries 
with  a  man  who  hadn't  been  photo- 
graphed in  two  decades.  )) 


The  Beverly  Hills  Hotel  and  Bungalows. 

9641  Sunset  Boulevard.  Beverly  Hills,  CA  90210  (213)  276-2251  Reservahons  (213)  278- 1487 

Cable:  BEVHILL  •  Telex:  188586  •  TWX  910-490-2580  Represented  nationally  by£Uy..rf^  StUi (800)  R-WARNER 


Call  Ford's 
Truck  Hotline 


about  Ford's 
hot  truck  line! 

Calll-800-FORD-1ST 
before  you  boy  any  big  truck. 


I  1  800  367-3178  1 


TRUCKS 


'  mi 


lion  (assets)  First  National  Bank 
Arizona,  based  in  Phoenix,  for  ji 
under  $5  million.  Unlike  strategies 
similar-size  regionals,  such  as  0: 
gon's  U.S.  Bancorp  or  New  Jerse 
United  Jersey  Banks,  the  reason  I 
the  purchase  wasn't  to  get  big  fast 
order  to  avoid  a  takeover.  "It's  a  ni 
little  experimental  lab  to  see  what ' 
can  do  in  a  growing  mainland  m 
ket,"  says  President  Howard  Stepfu 
son.  If  it  works,  Manaut  wants  to  < 
pand  further  in  the  western  U. 
probably  avoiding  highly  competiti 
California  in  favor  of  states  li 
Washington  or  Oregon. 

Manaut  admits  that  the  record 
banks  venturing  too  far  from  home  i 
recent  years  is  poor.  "We're  not  b 
ting  the  ranch  on  anything,"  he  sa. 
He's  also  keeping  a  close  eye  on  nc- 
interest  expenses:  A  big  part  of  a 
executives'  bonuses  is  tied  to  succu 
in  keeping  down  overhead. 

With  its  valuable  connections  i 

Manaut  hopes  to  avoid 
bumping  into  giants  such  it 
Citicorp  and  Security 
Pacific.  "We  can  compete  j' 
smaller  deals  and  smaller 
companies,"  he  says. 
"There's  always  somethuv 
if  you  look  hard  enough." 

the  fast-growing  Pacific  Basin,  soul 
balance  sheet  and  plenty  of  underv 
ued  real  estate  on  its  books,  Bank! 
Hawaii  would  make  an  ideal  takeo  t 
target  for  either  a  U.S.  or  an  As  l 
bank.  (The  mysterious  Baron  \i 
Zitzewitz,  a  German  who  Stephens 
says  he  knows  only  as  "being  in  int- 
national  trade  of  some  sort,"  has  hi 
a  large  stake  since  1982,  and  Man;f 
considers  him  a  friendly  invest') 
Hawaii,  however,  is  one  of  the  fc 
states  yet  to  pass  any  sort  of  interst: 
banking  legislation,  and  the  bill  n* 
before  the  state  legislature  isn't  - 
pected  to  pass  this  year.  With  '. 
takeover  premium  gone  from 
stock,  it  trades  at  only  eight  tini 
expected  1988  earnings  of  $6.3(1 
share — roughly  in  line  with  otl 
strong  regionals — but  only  65%  of  I 
market  multiple. 

One  day,  however,  the  barriers  \  1 
fall,  and  suitors  will  surely  appi. 
Manaut,  a  native  Californian  v| 
moved  up  through  the  branch  systi 
after  joining  Bank  of  Hawaii  al 
trainee  in  1950,  isn't  worried.  "Lol 
all  we  can  do  is  be  as  strong  as  we  i 
be  before  that  day  arrives,"  he  sff 
"It's  that  simple."  If  it  really  is  tt 
simple,  shareholders  likely  will  ' 
amply  rewarded.  ■ 
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A  NEW  FIDELITY  IRA  CHOICE! 


•Blue  Chip* 
IRA  Opportunity 

Hew  Fidelity  Blue  Chip  Growth  Fund. 

jivest  in  many  of  America's  best-known  companies  for  your  IRA.  Consider  Fidelity  Blue  Chip  Growth 
'und.  Fidelity's  expert  portfolio  managers  select  quality  companies  that  are  well-managed  industry 
eaders,  those  Blue  Chips  that  are  best  positioned  for  long-term  growth.  Companies  like  IBM,  General 
electric,  and  Coca-Cola.  Of  course,  as  with  any  stock  fund,  share  price  will  fluctuate.  Invest  before 
Vlarch  31, 1988,  and  we'll  waive  the  Fund's  2%  sales  charge;  there  is  a  1%  fee  on  all 
redemptions  made  after  that  date. 

And  remember,  everyone  can  still  contribute  to  an  IRA. 

Although  the  tax  laws  have  changed,  the  most  important  benefit  of  an  IRA  hasn't.  Everyone  with 
earned  income  can  contribute  to  an  IRA  and  enjoy  tax-deferred  earnings.  And  most  people  can 
take  a  full  or  partial  deduction,  depending  on  pension  plan  coverage  and  income.  Deadline  for 
your  1987  IRA  is  April  15! 

Give  your  IRA  tax  break  the  Fidelity  advantage. 


loin  over  one  million  IRA  investors  who  have 
:hosen  Fidelity— the  nation's  largest  privately-held 
nvestment  management  company.  Fidelity  lets  you 
:hoose  from  over  30  expertly  managed  funds  for 
/our  IRA.  Start  with  just  $500. 

Call  or  write  for  a  free  IRA  fact  kit. 


And  Fidelity  also  offers: 

•  24  hour,  toll-free  service 

•  One  consolidated  statement 

•  Easy  telephone  exchanges 

•  Tree  Investment  Vision  magazine 

Get  the  facts  on  IRAs-askfor 
your  FREE  copy  of  IRA  Tax  Tips! 


Open  or 

transfer 

your  IRA 

to  Fidelity 

today! 


Fidelity  Blue  Chip  GrOWth  Fund  IRA.  For  more  complete  information, 
including  management  fees,  expenses  and  the  Fund's  2%  sales  charge  and  1%  redemption  fee, 
call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distribu- 
tors Corporation  (General  Distribution  Agent),  P.O.'  Box  660603.  Dallas,  TX  75266-0603. 

Name Address 

Slate  


Zip. 


City 

Please  send  me  a  FREE  fact  kit  on:       □  Fidelity  Blue  Chip  Growth  Fund  (bcfi-tip) 

Call  toll-free  24  hours  °  Fiddit>  Blue  chiP  Gro*th  Fund  for  regular  investing  (bcf) 

1-800-544-6666         g%  Fidelity 

In  Massachusetts  call  collect  617-523-1919  Xm~  "v     ##II/f*<»/'#fI^#I#"^ 

Service  for  the  deafand  hearing-impaired  call  toll-free  ^        w     mmmwrm^^mmmmm^mmm^^ 

TDD  1-800-544-01  18  Mon.-Fri.  8  am-6  pm  EST  CODE:  FOR  B/  BCFI/ 032188 


With  a  billion-dollar  overhaul  and  an  ex- 
traordinary stroke  of  good  luck  down  un- 
der, Reynolds  Metals  Co.  is  on  a  roll.  But 
can  it  roll  with  the  punches? 

"The  market  is 
dead  wrong" 


iowjl 
chit 


By  John  Merwin 


F|  or  Reynolds  Metals  Co.  it's 
been  a  tough  decade.  Dragging 
on  a  Marlboro  Light  in  his  spa- 
cious, though  plainly  outfitted,  office 
at  Richmond,  Va.  headquarters,  Reyn- 
olds President  William  O.  Bourke  is  a 
bit  frustrated. 

Why?  After  years  of  being  a  perenni- 
al wallflower,  Reynolds  became  a  star 
in  1987.  Attracted  by  an  un- 
expected surge  in  aluminum 
prices,  plus  a  pair  of  titillat- 
ing gold  discoveries  on  Reyn- 
olds' bauxite  property  in 
Australia,  buyers  pushed 
Reynolds  stock  from  20  up  to 
62.  Then  came  the  October 
market  crash.  Reynolds  tum- 
bled to  28. 

"Our  outlook  today  is 
about  twice  as  good  as  it  was 
six  months  ago,"  grouses 
Bourke,  barely  cheered  by 
Reynolds'  recent  recovery  to 
41.  Prices  for  some  of  the 
company's  aluminum  prod- 
ucts, such  as  can  sheet,  are 
creeping  up,  Bourke  says. 
What's  more,  he  adds,  this 
spring  the  company  will  an- 
nounce major  additions  to  its 
Australian  gold  reserves. 

Not  so  long  ago  that  kind 
of  news  would  have  thrilled 
optimists.     Now     it's     dis- 
missed by  pessimists.  Reyn- 
olds is  trading  at  less  than  1 1 
times  earnings  in  a  market 
where  nearly  17  is  the  norm. 
"The  market  is  saying  that 
next  year  Reynolds  will  en- 
counter a  r  on  and  our 
will       plummet," 
reason       i  think  the 
:<     is  dead  wrong." 

IS  le  i  ,ed  by 


the  recession  prediction — everything 
that  goes  up  comes  down — than  by 
the  notion  that  Reynolds'  profits  will 
plunge  when  the  recession  arrives. 
"Aluminum  is  selling  at  more  than  90 
cents  a  pound  today,"  he  says.  "Were 
it  to  fall  to  50  cents  a  pound,  this 
company  would  still  be  profitable." 

If  Bourke  is  right — and  he  well  may 
be — that's  good  news  for  a  cyclical 
company  that  has  traditionally  hit  the 


Hill  mlli-nhyrn 
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Reynolds 
"Are  we 


Metals  President  William  0  Bourke 
on  hit  lists?  You  better  believe  it. 


skids  with  the  worst  of  them  in  di 
cycles.  For  under  Bourke  and  ex-chi 
executive  David  Reynolds,  the  m 
tion's  second-largest  aluminum  pre 
ducer  has  been  strikingly  made  over 
When  Bourke  came  to  Reynolds  a 
executive  vice  president  in  1981,  h 
stepped  into  a  production-oriente 
company.  Manufacturing  type 
cranked  out  the  tonnage.  Sale 
types — David  Reynolds  amon 
them — figured  out  what  to  do  with  i 
"They'd  just  push  the  pounds  oi 
there,"  Bourke  recalls,  "and  then  th 
finance  guys  would  be  smart  enoug 
to  hang  on  to  some  of  the  money  an 
call  it  a  profit." 

After  some  quick  analysis,  Bourk 
onetime  executive  vice  president  (  I 
Ford  Motor  Co.'s  North  American  oj  . 
erations,     found     other    disquietiq  \ 
facts.  He  discovered  Reynolds'  cosj  i 
upstream — in   mining,    refining  an  t 
smelting — were    so    high    that   the' " 
were  eating  up  profits  downstrean 
where  the  company's  real  edge  lay,  i 
producing  finished  products  like  ah 
minum  cans  and  kitchen  foil. 

In  the  early  Eighties  Bourke  ar 
David  Reynolds  spent  more  than 
billion  dollars  on  capital  improv 
ments  while  taking  more  than  $6( 
million  in  shutdown-relat( 
writeoffs.  For  a  $3.5  billic 
(sales)  company,  it  was 
wrenching  experience. 

Has  all  the  pain  bee 
worth  it?  A  lot  of  people  b 
sides  Bourke  think  so.  J 
1981,  when  Reynolds'  boc 
value  was  $1.36  billion,  tl 
company's  market  value  w> 
less  than  $600  milho 
meaning  investors  were  bi 
ding  roughly  43  cents  on  tl 
dollar  for  Reynolds'  antiqua 
ed  assets.  Today,  with  tw 
thirds  of  Reynolds'  met 
production  flowing  from  ( 
ther  low-cost  Canadi; 
sources  or  recycled  car 
costs  are  down  25%.  Er 
ployment  has  been  slash 
by  a  third.  Meanwhile,  tk 
two  Australian  gold  disco 
eries  came  on  stream.  Nc 
while  Reynolds'  book  valt 
is  up  only  20%,  to  $1.6  b 
lion,  its  market  value  h 
nearly  quadrupled,  to  $2 
billion— $1.37  for  each  ass 
dollar.  The  company's  lai 
est  shareholder:  money  ma 
ager  John  Templeton,  who 
funds  own  over  $200  milln 
worth  of  Reynolds  shares. 

By  sharply  whittling 
the  company  finally  is 
talizing     on      its      hist 


mIIn 

'cos 

s  cai 
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molds  mill  in  McCook,  III. 

ding  value,  from  raw  aluminum  to  wing  skins  for  jumbo  jets . 


ength,  an  output  heavily  skewed 
vard  value-added  products.  If  costs 
in  line  upstream,  its  margins,  de- 
ed mostly  downstream,  will  be  fat. 
■  example,   on  average  last  year, 
ynolds  in  effect  got  nearly  $1.50  a 
|  and  on  its  aluminum  output.  Com- 
I  e  that  with  Alcoa's  $1.20  a  pound, 
ty  the  difference?  Alcoa,  for  exam- 
I,  makes  beverage  can  sheet,  but 
:sn't  make  cans.  Reynolds  not  only 
kes  can  sheet  but  adds  even  more 
ue  by  making  cans.  In  part,  this  is 
y  in  1987 — a  good  year  for  both 
:oa  and  Reynolds — Reynolds'  re- 
n  on  investment  outpaced  Alcoa's, 
4%  to  8.6%. 

lourke  says  he  wants  Reynolds,  a 

eraged  company  carrying  $1.5  bil- 

l  debt  along  with  $1.6  billion  in 

lity,  to  earn  20%  on  its  equity.  Last 

x,  its  best  in  the  1980s,  the  compa- 

earned  only  14.9%,  including  ex- 

Drdinary  items. 

low      to      make      20%? 

arke,  a  member  of  food- 

iker    Kraft    Inc.'s    board, 

ijll  knows  the  value  of  a 

lid  consumer  brand,  a  fran- 

J'se  resistant  to  recession. 

fc  as  he  is  looking  to  expand 

I'nolds'  role  in  the  super- 

irket,  where  solid  consum- 

jjirands  can  command  35% 

Ifc40%    operating  margins. 

leady  the  company  sells 

Ire  than  $300  million  in 

iminum  foil,  mostly  Reyn- 

M  *  Wrap,  a  brand  name  car- 

llg  a  10%  to  20%  premi- 

H  over  its  only  serious  ri- 

n;,  house  brands.  (Reynolds 


also  produces  many  food  store  house 
brands,  rolling  the  foil  one-third  thin- 
ner than  premium  Reynolds  Wrap.) 

Seven  years  ago  Reynolds  brought 
out  a  plastic  wrap  to  challenge  Dow 
Chemical's  Saran  Wrap  and  capitalize 
on  microwave  cooking.  Two  years  ago 
it  bought  another  venerable  franchise, 
Cut-Rite  wax  paper.  Says  Bourke, 
"We've  already  got  the  marketing, 
sales  and  distribution  organization. 
We  can  add  a  new  product  without 
adding  one  warm  body." 

Consumer  products,  which  already 
earn  a  dollar  per  share  for  Reynolds, 
are  the  first  leg  in  Bourke 's  strategy  to 
boost  Reynolds'  return  on  equity. 
Right  next  to  the  company's  foil  and 
plastic  wrap  he  wants  to  sell  polyeth- 
ylene food  bags  and  is  looking  to  buy 
or  launch  a  brand.  That  means  buying 
or  battling  brands  like  First  Brands' 
Glad  Bags,  Dow  Chemical's  Ziploc 
and  Mobil's  Hefty  Bags.  A  formidable 


Pouring 
A  lot  of 


gold  at  Boddington  mine  in  Australia 
luck  and  a  dollar  a  share. 


task,  to  say  the  least.  Next,  he  wants 
into  anything  plastic  that  grocery 
stores  sell.  His  acquisition  budget:  up 
to  several  hundred  million  dollars. 

The  second  leg  of  Bourke's  strategy 
is  to  drive  up  gold  production,  where 
Reynolds'  luck  down  under  has  been 
nothing  short  of  spectacular.  Reyn- 
olds and  several  partners  went  look- 
ing for  bauxite  in  western  Australia. 
They  found  not  only  bauxite  but  a 
gold  ore  that  can  be  scooped  up  from 
the  surface,  crushed  and  heap-leached 
to  yield  several  grams  of  gold  per  ton. 
Costs  run  less  than  $100  per  ounce. 
Reynolds  has  been  selling  some  of  its 
production  forward  at  $530  an  ounce. 
So  long  as  Reynolds  leaves  the  money 
in  Australia,  no  taxes  are  levied. 

Bourke  says  recent  test  drilling  at 
Mt.  Gibson,  the  smaller  of  Reynolds' 
two  mines,  indicates  at  least  a  50% 
increase  in  reserves,  while  drilling  at 
Boddington — Australia's  largest  gold 
stake — has  Bourke  hoping  for 
reserve  increases  of  as  much 
as  50% .  With  the  addition  of 
a  second  crushing  mill  at 
Boddington  this  spring, 
Bourke  reckons  gold  will 
start  contributing  a  dollar  per 
share  to  Reynolds'  bottom 
line. 

So  here  is  Bourke's  plan  for 
the  next  recession.  At  least  a 
dollar  per  share  from  con- 
sumer products,  at  least  a 
dollar  from  gold,  and  maybe 
a  couple  of  bucks  from  newly 
trimmed-down  aluminum. 
In  good  times,  lots  more 
from  aluminum. 
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Gannett  Co. ,  the  nationwide  news  and  information 
company,  reported  a  20  percent  gain  in  net  income  for  the  fourth 
quarter  of  1987,  the  81st  consecutive  increase  in  comparative 
quarterly  earnings  since  the  company  went  public  in  1967. 


Period  Ending  December  27 


Net  Income 
Earnings  Per  Share 
Operating  Income 
Operating  Revenues 


13  Weeks  52  Weeks 
+20%         +16% 
+20%         +16% 
+  12%         +11% 
+   7%         +10% 


Results  for  the  fourth  quarter  include  revenues  and 
earnings  of  the  Arkansas  Gazette,  purchased  in  December  1986, 
and  the  first  quarterly  profit  contribution  by  USA  TODAY. 

Gannett  publishes  90  daily  newspapers,  including 
USA  TODAY,  35  non-daily  newspapers,  and  USA  WEEKEND, 
a  newspaper  magazine.  The  company  owns  10  television 
stations  and  16  radio  stations.  Gannett  also  operates  the  largest 
outdoor  advertising  company  in  North  America. 

For  more  information  about  Gannett,  write  Investor 
Relations,  P.O.  Box  7858,  Washington,  D.C.  20044. 


GANNETT 


I  Gannett  1»«< 
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Reynolds  Wrap  line,  Richmond,  Va. 
No  recessions  for  foil. 

Meanwhile,  even  after  covering  J! 
60%  dividend  hike  in  the  last  year — ti 
80  cents  a  share — Bourke  should  havi 
several  hundred  million  dollars  of  ex 
cess  cash  flow  to  work  with  in  1988 
Buy  back  stock?  No,  Bourke  figure 
with  the  current  skeptical  view  o 
Reynolds'  stock,  a  buyback  wouldn 
be  worth  the  trouble.  Pay  down  debt 
That  might  make  it  easier  for  a  raide 
to  pounce.  Oppenheimer  &  Co.  ana 
lyst  John  Tumazos  reckons  that  Reyn 
olds'  assets  are  worth  $70  to  $125 
share.    Bourke,    incidentally,    agree 
with  the  figure.  "Are  we  on  hit  lists?! 
he  asks.  "You  damn  well  better  believ 
it.  All  these  young  M.B.  A.s  are  playinl 
'what  if. '  That's  why  we  put  in  a  share! 
holders'  rights  plan  and  drew  up  goldel 
parachutes  for  all  our  officers." 

Bourke  says  Reynolds  might  creatl 
a  gold  company  and  sell  off  a  minorit 
interest  in  an  attempt  to  boost  th 
market  value  of  the  remaining  intei 
est,  which  would  stay  in  Reynolds 
treasury.  How  about  selling  off  Reyi 
olds'  consumer  brands,  which  hkel 
would  draw  much  more  than  its  cui 
rent  multiple  of  1 1  times  earnings 
"Absolutely  not,"  fires  back  Bourk( 
"That's  our  birthright."  Okay.  Hon 
about  selling  off  a  manufacturing  lin< 
such  as  can  making,  which  also  migr 
draw  a  hefty  premium?  Nope.  Bourk 
says  he  likes  being  his  own  bigges 
aluminum  can  sheet  customer. 

So,  no  M.B. A.  quick  fixes  fd 
Bourke.  Certainly  no  one  could  did 
agree  that  David  Reynolds  and  Wi 
liam  Bourke  have  transformed  Reyrj  ■ 
olds  Metals  into  a  far  better  compan 
than  it  was  when  this  decade  begaj 
But  only  a  recession  will  show  wh; 
Bourke  and  Reynolds  have  reall 
wrought.  If  in  fact  Reynolds  docs  sa 
through  bad  times  as  never  befon 
then  M.B. A.s  be  damned.  If  not,  watc 
out  for  the  guys  with  calculators,  re 
suspenders  and  yellow  ties.  ■ 
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transmissions  by 
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Be  careful  what  you  wish  for,  goes  the 
adage,  you  may  get  it.  Consider  Advanced 
Micro  Devices'  ferry  Sanders. 

Gigabucks, 
megaproblems 


Kohcn  Holmgren 


Jerry  Sanders 
t  glitx.  a  shrewd  knack  for  picking  markets. 


By  Kathleen  K.  Wiegner 

F|or  years  W.J.  (Jerry)  Sanders 
chairman  of  semiconducto: 
maker  Advanced  Micro  Devices 
has  been  chasing  one  dream.  He  call 
it  the  gigabuck.  That's  $1  billion.  One 
day,  Sanders  always  said,  AMD  woulc 
measure  its  sales  in  gigabucks.  Fa 
mous  in  the  chip  business  for  his  hok 
ey  motivational  stunts,  Sanders  wa: 
known  to  give  salesmen  who  sur 
passed  their  goals  "gigabucks,"  dollar 
size  bills  with  Sanders'  picture  01 
them  good  for  100-share  stock  option: 
plus  $2,500  in  cash. 

Last  year,  after  AMD  merged  wit! 
another  chipmaker,  Monohthii 
Memories,  Sanders'  dream  cami 
true — and  it  was  the  stuff  of  night 
mares.  While  revenues  hit  $997  mil 
lion,  Sunnyvale,  Calif. -based  AMIJ 
lost  $48  million,  making  it  the  onl' 
large  semiconductor  company  in  tb 
country  to  lose  money  during  the  sec 
ond  half  of  1987.  Once  a  darling  oi 
The  Street,  AMD's  stock  recently  sa: 
at  12%,  the  same  price  it  traded  for  a 
the  bottom  of  the  1986  chip  recession 
and  one-quarter  of  its  1985  high. 

Advanced  Micro  is  one  of  the  threl 
major  chip  companies  (Intel  and  Na1 
tional  Semiconductor  are  the  others' 
founded  in  the  late  Sixties  by  forme 
Fairchild  Camera  &  Instrument  em 
ployees.  Intel's  founders,  brilliant  en 
gineers,  had  no  trouble  raising  veil 
ture  money.  But  Sanders,  one  of  Fan 
child's  youngest  marketing  manager 
(he  was  reportedly  fired  for  wearing 
pink  shirt  when  he  called  on  IBM 
found  the  money  men  distinctly  cooi 
Unable  to  raise  enough  capital  to  la\j  ij 
ish  money  on  innovative  new  proc  * 
ucts,  Sanders  set  up  AMD  largely  as 
second  source  (or  alternate  manufac 
turer)  of  the  new  chips  turned  out  b 
other  semiconductor  makers. 

To  sell  those  copies  of  other  pec 
pie's  chips,  Sanders  developed  one  ( 
the  finest  marketing  teams  in  th 
business.  He  spurred  them  on  wit 
slogans,  giveaways  and  all-purpos 
flamboyance.  At  one  sales  conventio 
Sanders  tossed  gold  electroplate 
watches  into  the  audience,  shoutinj 
"We're  not  here  for  gold  watches- 
we're  here  for  greatness." 

With  his  love  of  fine  jewelry,  ta 
lored  suits,  expensive  houses  (h 
owns  three)  and  cars  (he  has  six 
Sanders  himself  cut  quite  a  figure  i 
the  rumpled  world  of  Silicon  Vallc 
With  his  prematurely  gray  hair,  Sani 
ers  became  known,  inevitably,  as  tr 
Silver  Fox  of  Silicon  Valley. 

But  under  all  the  glitz,  Sanders,  no 
51,  possessed  a  shrewd  knack  for  picl 
ing  the  right  markets  and  avoiding  tr 


52 


FORBES,  MARCH  21,  19S! 


rtune  told  you  a  good  part  of  the 
oiy.  But  not  all  of  it. 

As  Fortune  reported  in  its  recent 
"Who  Serves  Customers  Best" 
story,  Datapro's  1987  Computer 
Users  Survey  ranked  Amdahl  serv- 
ice tops. 

But  this  isn't  all  the  Datapro 
survey  had  to  say  about  us. 

It  also  ranked  us  first  in  tech- 
nical support,  software  support  and 
ease  of  systems  operation. 

And  second  in  timeliness  of 
installation,  compatibility,  power/ 
energy  efficiency  and  performance 
vis-a-vis  expectations. 

But  Datapro's  most  important 
finding  was  this: 

97%  of  our  customers 
said  they'd  recommend 
™' Co„rporatT  us  to  another  user  in 

1250  East  Arques  Avenue 

Sunnyvale. ca 94088-3470      their  situation. 


That's  the  highest  percentage  in 
the  industry. 

Which  suggests  that  when  you 
choose  Amdahl,  you  not  only  get 
superior  service  and  support, you 
get  superior  products  as  well. 

Take  it  from  our  customers. 

They're  the  reason  we're  a  1.5 
billion  dollar  company  today,  with 
7500  employees,  manufacturing 
plants  in  North  America  and 
Europe,  and  sales/support  facilities 
worldwide. 

Amdahl  designs,  develops  and  manufactures 
large-scale,  high-performance  computer  and  com- 
munications systems  and  disk  storage  products 
for  corporations,  governments,  universities  and 
research  foundations  throughout  the  world. 


amdahl 

The  Satisfying  Choice 


obvious — no  digital  watches,  hand- 
held calculators  or  home  computers 
for  AMD.  Instead,  he  concentrated  on 
making  the  chips  he  copied  a  little 
faster  or  a  bit  more  reliable  than  the 
originals,  which  meant  he  could  also 
charge  more  money  for  them. 

As  AMD's  fortunes  improved, 
Sanders  began  developing  his  own 
proprietary  chips  for  the  emerging 
markets  in  telecommunications, 
computer  and  computer  network  and 
office  equipment.  As  a  result,  AMD's 
average  selling  price  for  its  chips  runs 
around  $4,  second  only  to  Intel's  and 
well  above  the  industry  average  of  $1. 
Between  1980  and  1985  profits  grew 
from  $23  million  to  $135  million,  and 
sales  quadrupled  to  $931  million.  Gi- 
gabuckdom  seemed  just  around  the 
corner. 

What  went  wrong  when  he  got 
there?  In  part,  success  blinded  Sand- 
ers and  his  team  to  changes  taking 
place  in  the  chip  business.  "My  view 
was  that  we  had  the  best  people  in  the 
world,  the  most  motivated  team,  we 
could  walk  through  walls,"  says  Sand- 
ers. "I  publicly  stated — an  insanity  as 
I  think  about  it — that  we  would  be  the 
number  one  U.S.  producer  of  integrat- 
ed circuits  by  1990." 

Sanders  had  built  AMD  on  the  be- 
lief that  his  customers  wanted  stan- 
dard off-the-shelf  products.  But  in  the 
early  1980s  along  came  a  bunch  of 
startup  companies,  such  as  LSI  Logic 
and  VLSI  Technology,  offering  chips 
called  gate  arrays,  essentially  semifin- 
ished chips  that  are  then  customized 
by  the  user.  "The  gate  array  guys  have 
been  eating  the  older  guys'  lunch," 
Sanders  now  concedes.  "Unfortunate- 
ly, we  are  now  one  of  the  older  guys." 

Sanders  was  slow  to  respond  to  an- 
other innovation — a  process  technol- 
ogy called  CMOS,  which  results  in 
chips  that  are  faster  than  those  made 
with  an  older  process  but  use  less 
power  It  didn't  help  a  bit  that  as  he 
was  trying  to  catch  up  in  CMOS  tech- 
nology, back  in  1982  a  group  of  bright 
engineers  bolted  AMD  and  formed 
Cypress  Semiconductor.  Today,  he 
says  sarcastically,  "My  CMOS  tech- 
nology is  doing  very  well  at  Cypress, 
thank  you  very  much." 

Sanders  has  put  some  of  AMD's 
problems  behind  him.  Over  the  past 
three  years  he  has  almost  completely 
revamped  his  manufacturing  plants, 
closing  or  consolidating  older  ones  in 
California  and  moving  most  of  his 
production  to  more  cost-efficient 
ts  in  Tea 

be  still  Jinging  to  his  obvi- 

11-mtentioned,  but  perilous, 

policy   Not  until  AMD  was 

the  deep  chip  recession  of 


1986  and  cash  flow  had  turned  nega- 
tive did  he  cut  his  work  force  by  420 
people.  Another  500  went  in  Decem- 
ber, when  R&D  spending — which  had 
reached  $96.3  million,  or  26.6%  of 
sales  in  the  June  quarter  of  1987 — was 
finally  slashed. 

But  AMD  is  not  out  of  the  woods. 
The  cost  of  relocating  its  manufactur- 
ing operations  was  high.  Capital 
spending  during  those  four  years  to- 
taled $790  million.  Startup  problems 
in  its  Texas  memory  chip  facilities 
last  year  penalized  earnings.  After  all 
that,  AMD's  new  manufacturing  fa- 
cilities are  currently  the  most  under- 
utilized of  all  major  chipmakers. 

Sanders  is  also  embroiled  in  a  legal 
battle  with  Intel  Corp.  AMD  is  fight- 
ing for  the  right  to  become  a  second 
source  for  Intel's  hot  new  micro- 
processor, the  80386  (Forbes,  Mar  7). 
The  case  is  currently  before  an  arbi- 
tration judge.  If  AMD  does  not  pre- 
vail, it  stands  to  lose  significant  po- 
tential revenues  over  the  next  few 
years.  Sanders  will  be  introducing  his 
own  proprietary  microprocessor  this 
year  based  on  the  new  RISC  (reduced 
instruction  set  computer)  technology, 


but  it  is  too  early  to  tell  how  that  wii 
fare  in  a  market  where  at  least  a  dozer 
companies  have  announced  sue! 
RISC  chips. 

But  the  list  of  AMD's  problems  i: 
not  endless.  If  the  chip  business  con 
tinues  to  hold  up  this  year,  AMI 
could  be  a  strong  player  once  again 
Most  of  the  heavy  spending  is  surel' 
behind  it.  Following  a  preferred  stod 
offering  last  year  that  raised  $172.! 
million,  AMD's  balance  sheet  has  im 
proved.  It  now  has  $235  million  ii 
cash,  and  long-term  debt  has  been  cu 
to  $136  million,  around  20%  of  tota 
capital.  Estimates  are  that  AMI! 
could  earn  anywhere  from  75  cents  t 
90  cents  a  share  this  year.  As  a  result. 
AMD  is  starting  to  generate  some  bu 
recommendations  again. 

"I  am  not  pleased,"  says  Sanders 
reflecting  on  the  troubles  he  has  seer 
"But  I  have  turned  this  compan 
around  twice  before,  in  1974  an 
1981.  I  am  going  to  be  nasty  and  irr 
tating  to  make  things  closer  to  perfec 
than  they  currently  are  or  have  been. 

Given  his  brains,  energy  and  flair,  i 
would  be  foolish  to  count  Sanders  oi 
just  yet.  ■ 


\ 


Herman  Miller,  the  country's  second- larg 
est  office  furniture  maker,  is  no  longer  c 
hot  stock  and  a  hot  company.  Now,  a  neu 
boss  is  trying  for . . . 

A  comeback  in 
cubicles 


By  Dana  Wechsler 


Herman  Miller,  Inc.,  based  in 
Zeeland,  Mich.,  just  outside 
Grand  Rapids,  can  fairly  claim 
to  be  the  company  that  first  intro- 
duced the  so-called  open  office  sys- 
tem in  the  U.S.  Since  the  early  1960s, 
when  Miller  launched  its  panel-based 
system  of  shoulder-high  cubicles  in 
neutral  beiges  and  grays  offering  the 
illusion  of  privacy  to  their  occupants, 
they  have  become  a  mainstay  of  inte- 
rior design  in  offices  across  the  coun- 
try. Though  many  office  workers  can 
easily  contain  their  enthusiasm  for 


the  mazes  that  result,  such  systen 
are  esthetically  more  pleasing  thi 
row  upon  row  of  desks,  and  they  a 
cheaper  to  build  and  change  arour 
than  conventional  floor-to-ceiling  e 
closed  workstations. 

Miller's  Action  Office,  as  it  calli 
the  system,  fueled  two  decades  of  tc  < 
rid  growth  for  the  office  furnitu 
business  generally  and  for  Miller 
particular.  Although  second  to  Grai 
Rapids-based  Steelcase  in  salt 
Miller  distinguished  itself  with  ov 
standing  designs  and,  thanks  to 
unique  management  and  incenti' 
style,   one  of  the  industry's  faste 
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YOTA 


RESALE  MARKET  PERFORMANCE 


100.4% 


1986 

Tercel 

3-Door 

Deluxe 

Liftback 


Agile  in  traffic, 
smart  on  the  budget. 
A  value-packed 

investment. 


96.5% 

1986 

Deluxe 

Van 


Recreation  room 
on  the  move.  And 
obviously  loaded 
with  market 
performance. 


97.9% 

1986 

4Runner 

Deluxe 

2 -Passenger 


100.0% 

1986 
Camry 
4-Door 
Deluxe 
Sedan 


994% 

1986 
Corolla 
4-Door 
Deluxe 
Sedan 


City  smart,  country 
tough.  One  sound 
investment. 


Camry  delivers 
satisfaction  as 
beautifully  as  it 
holds  its  value. 


Corolla.  The  reliable 
choice  in  long-term 
dependability  and 
value. 


TOYOTA: 

A  LEADING 
ECONOMIC  INDICATOR. 

Toyota  quality  dependability  satisfaction  and  resale 

performance  are  what  make  Toyota  a  sound  investment  choice. 

Toyota.  A  reliable  indicator  of  solid  value. 


•ased  on  retail  values  listed  in  the  Nov- 
?  Keiiey  Blue  Book  Auto  Market  Report  for  used 
s.  Western  Edition  Actual  resale  value  may 
ending  on  optional  equipment  geographic 
condition  of  vehicle  and  mileage 


TOYOTA  QUALITY 

WHO  COULD  ASK  FOR  ANYTHING  MORE! 


9 1987  Toyota  Motor  Sales.  USA.  Inc. 


growth  rates.  Sales  jumped  sixfold, 
from  S81  million  in  1977  to  $492  mil- 
lion in  1985,  earnings  increased  ten- 
fold and  investors  noticed.  Only  a 
handful  of  Wall  Street's  brightest 
high-tech  stars  matched  Miller's 
47.8%  average  return  per  year  for  in- 
vestors from  1977  to  1985. 

In  1986  it  all  came  to  a  screeching 
halt  when  the  computer  industry,  by 
then  office  furniture's  best  customer, 
went  into  a  recession.  Good-bye,  good 
times.  Hello,  overcapacity,  aggressive 
price-discounting  and  disappearing 
margins.  For  the  first  time  in  its  65 
years,  profits  dropped,  some  19%  be- 
tween 1985  and  1987. 

Bad  as  markets  had  become,  Mil- 


made  cost-cutting  and  product  im- 
provement part  of  every  employee's 
job  description.  Employees  had,  in 
fact,  tried  to  tell  headquarters  what 
was  going  on  in  the  factories.  But 
headquarters,  lulled  by  two  decades  of 
profits  growth,  seemed  not  to  hear. 

Richard  Ruch,  Miller's  new  chief 
executive,  admits  as  much.  Some  of 
the  manufacturing  managers  involved 
are  no  longer  with  the  company.  Says 
Ruch,  a  32-year  company  veteran  and 
former  chief  financial  officer:  "The 
action  response  took  too  long." 

A  painful,  humbling  time  for  any 
company,  it's  especially  so  at  Herman 
Miller,  Inc.,  founded  by  evangelical 
Christians,  the  De  Pree  family,  who 


Herman  Miller  Chief  Executive  Richard  Ruch 
His  employees  are  helping  cut  costs  again. 


■pfVhcrkY  Pictures 


ler's  internal  problems  were  just  as 
serious.  The  company's  newest  cubi- 
cle system,  Ethospace,  became  a  pro- 
duction nightmare.  Ethospace's  walls 
came   in   various  heights  and   were 
composed  of  rectangular  bricks  in  a 
choice  of  materials  and  colors.  Kinks 
in  manufacturing  resulted  in  extend- 
ed delivery  delays.  Word  of  mouth  on 
Miller   around    the    industry    turned 
sour.  As  sales  slowed,  30%  of  its  sales 
staff,  who  work  mainly  on  commis- 
sion, headed  for  the  door.  And  Miller's 
distribution  problem  can  be  read  in 
two   facts:    Steelcase   has   more 
than    500    exclusive    dealers,    while 
of  Miller's  250  dealers  can  sell 
as  well. 
anagement  at  Miller  has  only 
blame  Since  its  founding  in 
Her  has  carefully  cultivated  a 
tnagement    system    that 
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take  their  religion  seriously.  Max  De 
Pree,  a  son  of  the  founder,  was  the 
company's  chief  executive  until  he 
voluntarily  stepped  down  last  Janu- 
ary, picking  Ruch  to  succeed  him. 
"Man  is  made  in  the  image  of  God. 
Capitalism  can  only  reach  its  poten- 
tial when  it  capitalizes  on  all  workers' 
gifts  and  lets  them  share  in  the  re- 
sults," says  De  Pree. 

And  share  they  do,  with  profit  shar- 
ing in  the  form  of  bonuses  and  stock 
and  a  liberal  stock  purchase  program. 
At  Herman  Miller,  every  department 
is  organized  into  work  teams,  with 
each  member  expected  to  propose 
ways  of  achieving  the  objectives  for 
the  month  ahead.  Team  leaders  meet 
monthly  at  headquarters  to  review  re- 
sults. "Thanks  to  Mary  Boudreau's 
suggestion  to  renegotiate  vendors' 
pricing  of  Ethospace  pedestals,"  one 


reported  recently,  "we  will 
$768,000."  Says  another:  "The  Ros 
well  tile  team's  idea  to  go  from  man 
ually  cutting  Ethospace  tile  fabric  to 
new  laser  cutter  will  save  $349,900: 

Such  suggestions  (many  on  Ethc 
space  manufacturing)  saved  mor 
than  $12  million  last  year,  cuttin 
over  3%  from  the  cost  of  goods  sole 
Just  as  important  for  the  employee; 
Miller  puts  it  on  their  paycheck: 
Monetary  rewards  are  in  their  mai 
boxes  the  same  day  as  the  meeting 
the  amount  determined  by  a  calcul; 
tion  measuring  every  team's  achieve 
ment  that  exceeds  its  objectives.  I 
December,  for  example,  employee 
received  12.2%  over  their  gross  pay- 
an  extra  $240  for  the  average  factor 
worker. 

So  the  employee/management  sy 
tern  is  up  and  running  again.  With  t 
glitches  flushed  out  of  Ethospace  pn 
duction  and  delivery,  sales  have  a 
ready  hit  $200  million  and  are  gro 
ing.  In  office  furniture  that  counts  as 
strong,  albeit  tardy,  introduction.  T 
sales  force  has  been  rebuilt,  and 
company  has  set  up  a  preferred  deal 
program  that  includes  low-cost 
nancing  and  a  computerized  inve: 
tory  and  order  link  with  Zeeland 

Results  for  the  six  months  ended 
November    look    especially    stror 
compared  with  a  dismal  showing  tr 
year  before — sales  up  27%,  net  profi 
up  29% .  Analysts  predict  earnings  i 
fiscal  1988  (ending  May  31)  of  abot 
$1.80  per  share,  a  33%  gain.  At  a  r 
cent  price  of  237/s,  Miller's  stock 
trading  at  15  times  trailing  earnin; 
and  has  a  few  analysts  shifting  the 
"hold"    recommendations    to    "cav' 
tious  buy." 

Miller's  competitors,  it  need  hard 
be  said,  are  not  standing  still.  Stet 
case  is  reportedly  developing  a  ne 
system,  for  instance,  and  BIF  Korea, 
Seoul-based,  low-cost  manufactur 
of  office  furniture,  is  expanding  a 
gressively  into  the  U.S. 

Miller's  executives  say  they  arer 
worried  about   companies   like  Bl 
Says  a  senior  executive:  "Asian  coi 
pctitors  are  not  a  big  threat  at  til 
point."  Whether  that  is  a  sign  of  i 
newed  confidence  or  a  lingering  lull 
management's  sensitivity  remains 
be  seen.  Miller's  next  big  product, 
any  case,   is  farsighted:   an  entire 
new  furniture  system  for  the  aged  ai 
home  health  care  market  planned  f| 
introduction  in  three  to  five  years.  I 

Those  heady  days  of  47%  annul! 
returns  for  investors  arc  surely  gorl 
But,  all  in  all,  Miller  seems  to  hal 
pulled  itself  back  together,  returnil 
to  the  management  formula  that,  1 
this  company,  makes  a  lot  of  sense. 
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How  to  write 

your  own 
success  story 


T  has  telecommunications  ideas  that  can  help 
your  small  business  become  a  big  success. 

re's  a  telecommunications  story  behind  some 

merica's  biggest  small  business  successes. 

i  you  can  learn  how  to  apply  the  same  big 

s  to  your  small  business  —  with  a  free 

y  of  AT&T's  Telecommunications  Ideas 

row  On. 

xi'll  get  an  introduction  to 


telecommunications,  a  list  of  important  AT&T  toll- 
free  numbers,  plus  all  of  these  helpful  booklets: 
Keeping  Customers  Satisfied— suggestions  for 
building  brand  loyalty  and  expanding  your  customer 

base 
Expanding  Your  Markets— ideas  on  how  to  get 

customers  to  buy  more  and  prospects  to  buy. 

Improving  Field  Sales 

Productivity— tips  that  can 

help  open  more  doors 

and  close  more  sales 


at  less  cost. 

Capitalizing  On  Money 
Management— advice  on  putting 
together  an  effective  cash  management  program. 

Learn  how... from  equipment  to  networking,  from 
computers  to  communications,  AT&T  is  the  right 

choice  To  receive  your  free  booklets,  return  the 
coupon  or  call  1  800  533-9780,  Ext.  5451. 


Big  small  business  ideas. 
Free. 

Yes,  please  send  a  free  copy  of  AT&T's  Telecommunications 
Ideas  to  Grow  On.  My  total  monthly  long  distance  telephone  bill  is 
□  less  than  $200  D  $200-1300  □  $300-$500  □  $500  +  .  The  majority 
of  my  business  D  is  D  is  not  conducted  in  my  home. 

Title 


~l 


AT&T 

The  right  choice. 


State . 


Zip. 


T*T 


Mail  to:  AT&T,  P.O.  Box  7659,  Mt.  Prospect,  IL  60056 

_CaU  l_800533:9780:_Ext.  545|_ 


HJ.  Heinz  Co.  doesn't  mess  with  designer  dog  food  or  other  fads: 
The  way  it's  squeezing  impressive  and  increasing  profits  from 
grocery  staples,  it  doesn't  have  to. 


The  king 
of  ketchup 


Brad  TrcmDOT 

■ 


By  Kerry  Hannon 


v..  an 
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.    ft    *f powerful  hands  includes  Ore  Ida.  Star  Kisi  and  Sine  I  ires 
industry  of  mini  margins,  consistently  the  low-cost  producer. 


Consider  the  ketchup  probleir 
The  thick  red  sauce  is  mayb 
112  years  old,  familiar  to  onl 
and  all  for  its  maddening  propensit 
to  stick  in  the  bottle  when  you  want 
gob  and  gush  when  you  want  just 
dribble.  And  though  seven  out  of  z\ 
ery  nine  refrigerators  in  America  cor 
tain  a  bottle,  ketchup  sales  have  bee 
relatively  flat  for  the  last  five  years. 

For  more  than  twice  as  long,  nevei 
theless,  Pittsburgh-based  HJ.  Heir 
Co.  (1987  revenues,  $4.6  billionl  hi 
been  smothering  its  ketchup  compet 
tion.  Last  year  it  produced  57%  of  a 
the  ketchup  sold  in  supermarkets  anf 
70%  of  the  bottled  stuff  sold  to  restai 
rants  and  other  so-called  institution, 
users.  In  the  U.S.  alone,  the  compar 
sold   570  million    14-ounce   bottle 
enough  to  circle  the  globe  three  time^ 
From  the  foil  packets  at  McDonald 
to  its  55-gallon  drums,  Heinz  is  trip 
best-selling    ketchup    brand    in   tbj 
world  and — would  you  believe  it?- 
still  growing. 

Better  yet,  Heinz  has  honed  ar, 
toned  its  manufacturing  so  that  th 
product,  some  9%  of  domestic  sal 
and   15%   of  domestic  operating  ii 
come,  also  boasts  the  highest  pro) 
margin  (21%)  of  any  of  the  more  thai 
3,000  branded  products  Heinz  mak 
worldwide.  It  is,  in  fact,  among  tl 
most  profitable  processed  foods  (I 
the  market,  perhaps  bested  only  I 
Kellogg's  Cornflakes  with  operatu 
margins  of  nearly  30%  and  Ralstii 
Purina's  dried  dog  chow  (25%).       •! 

In  addition  to  ketchup,  Heinz  is  in 
sponsible  for  the  marketing  success  I 
powerful  brands  such  as  Ore-Ida  fal 
zen  potatoes,  Weight  Watchers  foo( 
Nine  Lives  cat  food  and  Star-Kist  till 
(it  recently  agreed  to  buy  the  Bum! 
Bee  brand  for  an  estimated  $200  ma 
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>n).  In  an  industry  notorious  for 
ini  margins — 6%  operating  profit 
i  canned  tuna,  3%  on  bottled  pick- 
i — Heinz  is  consistently  the  low- 
st  producer. 

All  of  which  helps  explain  how 
;inz  has  kept  piling  up  earnings 
ins  averaging  15%  a  year  for  the  last 
cade,  easily  exceeding  the  indus- 
r's  11.5%  average.  "Fundamental 
jtball"  is  what  Chairman  Anthony 
.  O'Reilly,  51,  calls  it.  Since  1979 
)rldwide  sales  have  nearly  doubled, 
d  net  income  has  more  than  tripled 
$339  million.  Few  other  big-league 
}d  processors  have  managed  that 
ck.  In  an  industry  that  averages 
%,  Heinz'  gross  margins  grew  from 
%  in  1977  to  more  than  42%  today, 
/erall  operating  margins  this  year 
11  reach  15.5%,  up  from  10.4% 
;ht  years  ago  (vs.  an  industry  aver- 
2  of  10.7%). 

Heinz'  margins  have  fattened  de- 
ite — or,  O'Reilly  will  insist,  be- 
jse  of — rapidly  escalating  market- 
;  costs.  One  reason  is  that,  until 
Reilly,  H.J.  Heinz  Co.  had  resisted 
avy  advertising  and  line  extension 

generations.  Last  year  the  compa- 
;  spent  8.2%  of  sales  to  market  its 
)ducts.  That  matches  the  industry 
:  srage,  but  only  a  decade  ago  Heinz 
eat  a  mere  4.3%  of  sales. 
•Backed  by  canny  spending,  Heinz 
minates  the  frozen  potato  category 
•th  27  varieties  of  Ore-Ida  products, 
i  :luding  shoestring  frozen  fries,  Ta- 
i  Tots  and  hash  browns.  Its  Star-Kist 
fcind  holds  40%  of  the  canned  tuna 
ii  irket,  double  that  of  the  next  two 
lands  combined  (Bumble  Bee  and 
I  lston  Purina's  Chicken  of  the  Sea). 
I:  canned  cat  food,  with  Morris  as  its 
:  )kescat,  Heinz'  Nine  Lives  is  the 
I  der  with  27%  of  the  market,  com- 
jtably  ahead  of  Mars'  Kal  Kan  with  a 
y/o  share. 

Twenty- three  years  of  consecutive 
j  nings  gains  seem  to  have  left  Wall 
jeet  only  mildly  impressed.  The 
I  ck  has  been  trading  recently  at 
i  >und  $40,  four  times  book  value  but 
Inodest  14  times  estimated  earn- 
H;s—  about  even  with  other  food 
I  cks  that,  as  a  group,  lag  the  market 
ii  times  of  economic  upturns. 
■  Anthony  O'Reilly  is  a  former  Irish 

5;by  star  who  smiles  easily  but  who 
o  exhorts  his  troops  to  new  cost- 
ting  heights  by  firing  off  frequent 
I  stinging  memos  peppered  with 
hes  such  as  "The  party's  over," 
1  "There's  no  place  to  hide."  What- 
r  his  literary  efforts  lack  in  sur- 
>e,  the  message  seems  to  get  across, 
example,  a  few  years  ago  his 
chup  managers  discovered  that 
y  could  save  $4  million  a  year  by 


£ES,  MARCH  21,  1988 


leaving  the  back  label  off  the  ketchup 
bottles. 

O'Reilly  has  closed  16  plants  since 
1979,  but  he  has  also  spent  more  than 
$1  billion  to  upgrade  existing  equip- 
ment and  buy  new  machines  in 
Heinz'  63  remaining  food  processing 
plants  serving  markets  in  157  coun- 
tries. At  least  $200  million,  for  in- 
stance, went  to  consolidate  two  of  the 
four  U.K.  food  factories  into  one  and 
to  install  state-of-the-art  machinery 
to  turn  out  pasta,  beans  and  soup  at 
Kitt  Green,  160  miles  northwest  of 
London  and  now  Heinz'  largest  plant. 
Results:  The  work  force  in  the  U.K. 
has  dropped  from  10,000  in  1969  to  an 
estimated  2,500  this  year.  Production 
line  speeds  have  doubled,  to  800  cans 
per  minute,  while  the  number  of  can- 
ning lines  has  been  reduced  from  13  to 


5.  Bottom  line:  Heinz  U.K.  earnings 
will  be  around  $80  million  this  year, 
up  80%  in  the  past  two  years. 

O'Reilly  rules  with  a  lean  corporate 
staff  of  60  at  Heinz  world  headquar- 
ters, on  the  60th  floor  of  the  U.S.  Steel 
Building  in  the  heart  of  downtown 
Pittsburgh.  The  offices  are  not  far 
from  the  town  of  Sharpsburg,  where 
25-year-old  H.J.  Heinz,  son  of  Bavar- 
ian immigrants,  began  selling  horse- 
radish in  clear  bottles  from  a  horse- 
drawn  wagon  back  in  1869. 

Perhaps  to  encourage  the  notion 
that  he  keeps  his  eye  on  everything, 
O'Reilly  keeps  a  telescope  in  his 
office  constantly  trained  on  the  17- 
acre  redbrick  Heinz  U.S.A.  plant 
across  the  Allegheny  River  in  Pitts- 
burgh's Northside  neighborhood.  The 
plain    five-story    plant    spews    out 


Heinz  Chairman  Anthony  J. F.  O'Reilly 

Ketchup  sales  are  flat,  but  the  company's  market  share  keeps  growing. 
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Joe  Paterno 

Head  Football  Coach 

Perm  State  University 


A  two  or  three  game  winning  streak  doesn't  add  up 

success.  And  one  great  season  doesn't  mean  you've  mad 

either.  It  means  you're  off  to  a  pretty  good  start. 

Real  success  is  long  term.  There  will  be  ups  and  downs, 

dedication  to  quality  play  and  quality  living  pay  off  in  the* 

Success  doesn't  last  a  season.  Or  even  four  years. 

It  lasts  a  lifetime. 


*  1988  Merrill  lynch  &  Co. 
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Daniel  RTully 

President,  Chief  Operating  Officer 

Merrill  Lynch  &  Co.,  Inc 


loosing  an  investment  that  goes  up  overnight  does  not 
ititute  success.  At  Merrill  Lynch  we  believe  that  real 
ess  takes  a  little  longer.  In  our  business  that  means  long- 
i  asset  growth. 

^rrill  Lynch  has  been  in  this  business  for  over  a  hundred 
s.  We  have  the  resources  to  help  our  clients  meet  today's 
lenges  and  tomorrow's  goals. 

ter  all,  the  game  has  evolved,  but  the  principles  remain  the 
*.  Levelheaded  thinking  and  vision  will  continue  to  prevail, 
lere's  something  else  that  hasn't  changed:  Merrill  Lynch's 
>ing  belief  that  integrity  is  our  greatest  asset.  Our 
is  to  build  lasting  relationships  with  our  clients 
ommitting  our  resources  to  meeting  their 
-term  needs. 


Merrill  Lynch 


tradition  of  trust. 


Heinz  57  barbecue  sauce,  in  hickory 
smoked  flavor  as  well  as  mesquite 
smoke  and  Cajun  style,  and  eight 
kinds  of  vinegar  16  hours  a  day,  five 
days  a  week,  filling  the  air  with  a 
pungent  aroma  of  spices.  What,  from 
his  lofty  perch,  can  O'Reilly  see  with 
that  telescope?  Not  very  much,  real- 
ly. But  it  lets  them  imagine  he's 
always  watching. 

The  chief  executive,  in  any  case, 
spends  almost  half  the  year  traveling 


the  globe.  He  is  at  the  moment  spend- 
ing much  of  his  time  trying  to  build 
Heinz  sales  in  Third  World  countries 
like  South  Korea,  Zimbabwe,  Thai- 
land and  China  through  joint  ven- 
tures with  partners  already  estab- 
lished in  these  markets. 

In  its  search  for  new  fields  to 
conquer,  the  old  pickle  packer  has 
never  strayed  from  the  food  business. 
Heinz  has  spent  a  relatively  meager 
$650  million  on  33  acquisitions  since 


1978.  The  most  successful:  Weight 
Watchers,  bought  for  $100  million 
ten  years  ago  and  now  a  $1  billion 
business.  Kraft,  in  contrast,  is  now 
selling  off  its  Duracell  Batteries  divi- 
sion and  General  Mills  is  dumping  its 
efforts  in  apparel  retailing  (Talbots 
and  Eddie  Bauer  mail-order  houses). 
"So  many  companies  thought  that 
nirvana  lay  just  across  the  hedge  in 
the  other  fellow's  backyard,"  O'Reil- 
ly sighs  contentedly. 


Never  mind  the  spelling 


It's  c  a  t  s  u  p  ("Malay  spiced  fish 
sauce  ...  a  spiced  tomato  puree 
[dating  to]  1690"),  according  to 
Webster's  Ninth  New  Collegiate  Dictio- 
nary. Webster's,  sticking  by  its  pre- 
ferred spelling,  dismisses  ketch- 
u  p  as  a  mere  "variation."  Heinz, 
surely  an  expert  of  some  sort,  ex- 
plains that  it  prefers  ketchup  be- 
cause it  is  derived  from  kechap,  the 
original  Malay  word.  But  however 
they  spell  it,  Americans  poured 
more  than  676.4  million  pounds  of 
the  stuff,  three  bottles  per  capita 
per  year,  on  scrambled  eggs,  ham- 
burgers, french  fries  and  heaven 
knows  what  else  last  year. 

Why  this  red  torrent?  Food 
chemists  have  a  theory.  "From  a 
scientific  standpoint,  ketchup  is 
tart  and  slightly  acidic,  so  it  coun- 
teracts the  fatty  buildup  in  the 
mouth  from  meat  and  fried  pota- 
toes," says  Dale  Huffman,  a  meat 
science  specialist  at  Auburn  Uni- 
versity. Thanks,  Dale. 

Shrinks  and  market  researchers  see  still  other  possi- 
bilities. "Ketchup  is  a  symbol  of  virility,"  says  Ernest 
Dichter,  the  father  of  motivational  research.  "It  is  a 
modern-day  version  of  eating  raw  meat.  A  true  test  of  a 
hunter.  Pouring  ketchup  on  cooked  meat  makes  it  look 
raw."  Oh. 

Maybe  it  looks  that  way  to  you,  Ernest,  but  Heinz' 
extraordinary  grip  on  the  ketchup  market  suggests  that 
something  else  is  also  at  work.  Arbiters  of  pop  product 
quality  at  Consumer  Reports  magazine  may  just  have  put 
their  finger  on  that  something.  After  slurping  untold 
blobs  of  15  different  branded  and  generic  ketchups,  CR 
declared  that  the  secret  of  great  ketchup  is  how  long  it 
stays  in  your  mouth.  "(Heinz  ketchup)  is  properly 
thick  and  smooth  with  well-blended  sweet,  sour  and 
salty  tastes,"  CR  soberly  reports.  "The  ketchup  dis- 
solves  quickly  in  the  mouth,  leaving  an  appropriate 
ing  and  no  aftertaste."  Not  so  the  other  brands 
tested.  These,  CR  decided,  "seemed  to  lack  flavor  since 
they  were  thinner  and  didn't  stay  in  the  mouth  long 
enou 

y  case,  goes  to  a  lot  of  trouble  to  keep  its 

I  iformly  thick,  to  give  it  the  right  "mouth 

die  food  chemists  say.  The  basic  recipe:  one- 


Bn»d  TrcnlDOT 


/nnoiatue  packaging  Ixis  kept  ketcimp  sales  strong 

Another  secret:  Heinz'  version  stays  in  the  mouth  longer. 


third  tomato  solids,  one-third  com  sweetener  and  one- 
third  vinegar  and  spices.  All  this  adds  up  to  18  calories 
per  tablespoon. 

Each  14-ounce  bottle,  the  standard  table  size,  con- 
tains the  remains  of  around  five  plump  tomatoes,  or 
about  2  pounds  of  the  red,  ripened  fruit.  The  toma- 
toes, grown  from  company-developed  hybrid  seeds 
planted  in  April,  are  usually  ready  to  harvest  in  late 
June  in  California,  July  in  the  Midwest.  At  its  U.S. 
plants  (two  in  California,  one  in  Ohio),  Heinz  moves 
its  tomatoes  from  field  to  factory  in  48-foot-long 
trailer  trucks  that  look  like  giant  earth  movers,  each 
carrying  25  tons. 

At  the  factory  the  fruit  is  flushed  from  the  truck 
beds  into  a  flume,  sorted,  washed  and  chopped,  then 
scalded  in  stainless  steel  cooking  vats.  Next,  the 
tomatoes  are  poured  into  pulping  machines,  where 
seeds,  stems  and  skins  are  removed.  The  pulp  is 
brought  to  a  boil.  Com  sweetener,  white  vinegar,  salt, 
onion  powder  and  a  secret  assortment  of  "other  . 
spices"  are  added  to  the  pot,  and  the  blend  is  then 
cooked  to  a  proper,  computer-monitored  thickness. 
Finally,  it  is  cooled  and  poured  into  already  labeled 
bottles.  Elapsed  time  from  tomato  to  ketchup:  five 
hours.  Now  pass  the  french  fries.— K.H. 
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^n.. .And  Now     The  Right  Suit. 


over  a  hundred  years, 
nessmen  have  known  that 
t  Schaffner  &  Marx 
ns  superb  tailoring,  superior 
cs,  including  comfortable 
wool,  and  styling  that  fits 
nan  as  well  as  his  times. 
t  Schaffner  &  Marx, 
light  Suit®  since  1887. 
:he  Hart  Schaffner  &  Marx 
ler  in  your  area,  call  toll-free 
0-FASHION. 


Hart 
Schaffner 

&Marx 


Securities  products  offered  by  New  England  Securities  Corporation. 


©  1988.  New  England  Mutual  Life  Insurance  Company,  Boston,  fv» 


HOW  FAR  CAN  YOU  SEE  INTO  YO 

FINANCIAL  FUTURE 

Can  you  see  the  financial  opportunities  than 
may  await  you?  Can  you  see  the  unexpected 
expenses  that  might  arise? 

We  can  help.  We're  The  New  England,  a 
family  of  companies  offering  an  array  of  financia 
products  of  the  highest  quality -life  insurance 
investment  products,  financial  planning  and  mor 

When  you  form  a  relationship  with  one  of 
our  representatives,  you  do  it  knowing  that  persoi 
is  going  to  be  there  for  you  for  the  long  haul- 
helping  you  create  a  carefully  planned  financial 
structure  that  supports  your  goals,  ambitions  and 
dreams. 

For  a  free  brochure  about  our  products  and 
services,  as  well  as  the  name  of  your  local  repre 
sentative,  phone  1-800-222-2725,  Ext.  334. 

The  New  England.  Your  Financial  Par 
Your  Financial  Future. 


NlE 


The  New  England 

Your  Financial  Partner 


To  be  sure,  staying  in  the  business- 
;  you  know  best  is  no  guarantee  of 
lccess.  For  example,  Heinz  bought 
agliardi  Brothers,  maker  of  Steak- 
nm  frozen  meat  slices,  in  1980, 
hen  it  had  sales  approaching  $100 
illion.  Last  year  revenues  were  just 
ound  $75  million,  and  it's  retreating 
om  markets  like  the  Midwest  and 
estern  states.  The  company  says  it 
is  been  hurt  by  the  strong  consumer 
:mand  for  poultry  and  fish.  Chances 
e  it  will  be  sold. 

Heinz  has  also  been  unable  to  erode 

erber's  firm  70%  baby  food  market 

lare  (see  story,  p.  139).  The  company 

making  do  with  an  18%  market 


Kjihard  Manenthx 


>rris  with  pet  food  chief  William  R.  Johnson 
derating  margins  second  only  to  ketchup 


■  are  for  now,  although  it  is  spending 
avily   to   advertise   and  has  posi- 
ned  itself  as  the  lower-cost  brand. 
A  far  bigger  problem,  however,  is 
inz'   tuna   business.   Acquired   in 
63,  Star-Kist  tuna  provided  an  esti- 
i  ited  21  %  of  domestic  sales  last  year 
|,>25  million)  but  only  12%  of  earn- 
j;s.  Private-label. imports  from  Thai- 
lid  have  raised  hell  with  margins, 
twn  to  6%  from  more  than  8%  a 
B:ade  ago.  Automation,  often  the  an- 
ler  to  such  problems  with  other 
[  )ducts,  is  of  little  help — tuna  don't 
Cue  in  standard  sizes.   "The  tuna 
l>iness    stinks,"    Prudential-Bache 
(|id    analyst    John    McMillin    says 
jintly.  "It  doesn't  fit  into  the  brand- 
value-added  food  business   that 
I  inz  is  known  for." 

ieinz  nevertheless  shows  no  sign 
Q  slackening  efforts  in  tuna.  In  the 


last  two  years  Star-Kist  has  shut  down 
operations  in  California,  where  hour- 
ly labor  costs  were  $7.50,  compared 
with  35  cents  in  Thailand,  where 
most  private-label  tuna  is  canned. 
And  the  purchase  of  Bumble  Bee 
should  boost  Star-Kist's  share  of  the 
$1.4  billion  domestic  tuna  market  to 
around  55%.  "With  that  added  mar- 
ket share  will  come  reduced  overhead 
sure  to  help  pricing,"  says  McMillin. 
It  will  also  provide  a  leadership  posi- 
tion in  canned  salmon. 

Like  any  good  marketer,  moreover, 
Heinz  has  also  been  pushing  for  high- 
er tuna  margins  through  value-added 
products.  It  is  currently  test  market- 
ing tuna-based  side  dishes 
and  3-ounce  serving  sizes 
with  pull  tops,  aimed  at 
working  women.  In  addition, 
after  a  ten-year  absence,  Star- 
Kist  has  put  spokestuna 
Charlie  the  Tuna  on  a  rede- 
signed label. 

Better  yet,  Star-Kist  is  rap- 
idly expanding  its  pet  food 
division  (1988  estimated  rev- 
enues, $750  million),  which 
sells  Nine  Lives  cat  food.  Op- 
erating margins  for  pet  food 
are  a  lofty  20%,  second  only 
to  ketchup.  The  Nine  Lives 
business,  started  25  years  ago 
to  make  use  of  waste  tuna 
bits,  already  accounts  for 
20%  of  Heinz  U.S.A.  operat- 
ing earnings  and  now  sells 
one-third  of  all  the  canned 
cat  food  in  the  U.S.  Don't  be 
surprised  if  before  long  Mor- 
ris is  hawking  kitty  litter  and 
catnip. 

Three  acquisitions  last  fall 
have  pushed  Heinz  into  the 
number  two  position  in  the 
canned    dog    food    market, 
which  is  growing  20%  a  year,  spear- 
headed by  Grand  Met's  Alpo. 

Thus,  look  for  Heinz  to  keep  push- 
ing in  the  areas  it  knows  best.  It  has 
the  means  to  do  so — $530  million  in 
cash,  as  well  as  long-term  debt  that  is 
only  30%  of  capital.  Because  it  is 
hardly  anybody's  idea  of  a  plausible 
takeover  target,  it  also  has  breathing 
space.  The  Heinz  family  and  trust 
control  around  20%  of  the 
126,840,840  shares  of  outstanding 
stock.  Management  controls  another 
14%,  with  O'Reilly  himself  holding  a 
1.4%  share,  valued  at  around  $78  mil- 
lion. "We  are  not  just  hired  guns," 
says  David  Sculley  (brother  of  Apple 
Computer's  John),  40,  president  of 
Heinz  U.S.A.  "We  are  owners.  It 
makes  a  big  difference." 

It  certainly  does.  And  pass  the 
ketchup.  ■ 


THE  NEW  ENGLAND  IS 
A  FAMILY  OF  FINANCIAL 
SERVICES  COMPANIES. 

A  family  with  more  than  $40  bil- 
lion in  assets  under  management 
and  more  than  150  years  of  experi- 
ence in  the  financial  services  field. 
New  England  Mutual  Life 
Insurance  Company 
America's  oldest  chartered  mutual 
life  insurance  company,  servicing 
individual  and  business  clients. 
New  England  Financial  Advisors 
One  of  the  fastest  growing  national 
financial  planning  companies. 

The  New  England 
Employee  Benefits  Group 

A  full-service  organization  offering 
comprehensive,  fully  customized 
employee  benefit  plans. 

The  New  England 
Investment  Group 

New  England  Securities 
Corporation 

Securities  broker/dealer  offering 
The  New  England  portfolio  of 
mutual  funds,  as  well  as  a  wide 
array  of  investment  products. 
Loomis.  Sayles  &  Company 
One  of  America's  oldest  and  largest 
investment  counseling  firms. 
Copley  Real  Estate  Advisors 
The  country's  fifth-largest  real 
estate  equity  management  firm. 
Back  Bay  Advisors 
An  investment  and  commodity  trad- 
ing advisor  providing  fixed  income 
management  services  to 
institutional  clients. 


NlE 


The  New  England 

Your  Financial  Partner 
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Presenting]^ 
A  Successful  Bm 


omponents  Of 
3ss  Relationship. 


TOSHIBA  PRODUCTS. 

In  today's  competitive  mar- 
ketplace, the  best-equipped  office 
can  be  summed  up  in  one  word. 

Toshiba. 

The  breadth  of  our  solu- 
tions-oriented product  line 
uniquely  qualifies  us  to  serve 
every  business  need. 

From  copiers  and  printers 
to  portable  computers.  From 
disk  drives  to  facsimile  and 
telephone  systems. 

Each  is  improving  produc- 
tivity today  Each  is  capable  of 
greater  flexibility  and  expand- 
ability tomorrow 

Which  in  the  long  run 
makes  even  the  hardest  job  that 
much  easier. 

TOSHIBA  PEOPLE. 

Work  with  Toshiba  office 
products,  and  you  get  a  com- 
petitive edge— the  people 
behind  them. 

Toshiba  people  are  spe- 
cialists, skilled  in  such  fields  as 
research  and  development, 
manufacturing,  national  dis- 
tribution and  full-service  sup- 
port. They  make  the  Toshiba 
difference. 

To  learn  more  about  any  of 
Toshibas  office  products,  call 
1-800-527-1557 

Then  talk  to  our  people. 
Along  with  our  products,  they 
can  make  any  business  relation- 
ship more  successful. 


In  Touch  with  Tomorrow 

TOSHIBA 


Ryder  System's  Tony  Burns  with  one  oftheJTSD  Pratt  &  Whitney  engines  Ryder  leases 
When  is  a  truck  leasing  company  not  a  truck  leasing  company? 


J<  >se  Fernandez.  V<  Kxlrin  C 


In  just  six  years  Ryder  System  has  become 
the  largest  and  broadest-based  trucking 
service  company  in  the  business — with 
some  fast-growing  profits  to  show  for  it. 

Repetition 
compulsion 


By  James  Cook 


AN     AWFUL     LOT     OF     PEOPLE     Still 
confuse    Miami's    Ryder    Sys- 
i  tem,    Inc.,    the    multifaceted 
ng  company,  with  Ryder  Truck 
-  Both  were  founded  by  [arm 
he  flamboyant  entrepreneur, 
0  sold  the  trucking  com- 
International,  which  has 
I    infusion  is  com- 
by  the  fact  that  Ryder  Sys- 


tem's leasing  business  includes  a  fleet 
of  150,000  vehicles. 

The  truth  is  that  M.  Anthony  Burns, 
45,  who  became  chief  executive  at  Ry- 
der six  years  ago,  hasn't  been  able  to 
clarify  the  situation.  Sighs  Burns,  a 
meticulously  precise  and  boyishly  in- 
tense man:  "People  still  think  we're  a 
trucking  company."  And  why 
shouldn't  they?  With  all  those  leased 
trucks  on  the  road,  Ryder  still  looks 
like  a  trucking  company. 


These  days  Ryder  is  not  only  not 
trucking  company,  it  is  no  longer  sim 
ply  a  truck  leasing  and  truck  industr 
service  company,  either.  In  six  year: 
Burns  has  created  another  major  arn 
of  the  company — some  fast-growinj 
aviation  services — which  last  y 
provided  $60  million,  or  20%,  of  R 
der's  $302  million  pretax  profit  am 
25%,  or  $987  million,  of  its  $4.6  bil 
lion  in  sales.  "What  we  are,"  Bu 
says,  taking  the  bull  by  the  horns,  "i 
a  third-party  provider  of  services." 

Burns  built  his  aviation  servi 
business  the  same  way  Ryder  Syst< 
had  built  its  truck  service  busines: 
by  making  a  series  of  pivotal  acquis] 
tions  and  using  these  as  the  basis 
expansion.  Now  Ryder  supplies 
craft  parts,  equipment  and  main 
nance  to  300  airlines  and  hundreds 
business  aviation  customers  worl 
wide.  It  is  the  world's  largest  jet 
bine  engine  overhaul  and  rebuil 
company,  the  largest  aviation  part 
distributor  and,  with  44  planes  out  01 
lease,  one  of  the  largest  used  aircraf 
leasing  companies,  as  well.  And 
doesn't  )ust  lease  planes.  With  turbin 
engines  costing  $3  million  to  $6  mi) 
lion  apiece,  Ryder  has  built  a  thrivin 
business  leasing  them. 

In  just  six  years,  in  short,  Ryder  hi 
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■Give  me  the  luxuries  of  life  and  I  mil  gladly  do  without  the  necessities: 

-Frank  Uoxd  Wright 
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What  do  you  give  the 

person  who  taught  you  the 

miracle  of  how  a  baseball 

curves,  and  then  showed  you 

that  life  is  far  more  than 

being  good  at  sports? 


MemorabV  gifts  for  men  and  women. 

Shown,  our  10  karat  gold  Tilled  Selectip'  Pen 

with  rolling  ball  refill.  $4250.  Porous 

point  refills  also  available.  Other  models 

.ir*1  finishes  from  $1250  to  $1,000. 
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•n.iMy  guaranteed  against 
.  failure  regardless  of  age. 


become  the  largest  and  broadest- 
based  company  in  the  business.  Says 
Burns:  "We  leverage  our  strengths." 

Few  companies  have  exploited  the 
ascendance  of  the  service  economy 
more  skillfully  than  Ryder.  Ryder's 
success  in  truck  services  rests  on  the 
fact  that  it  operates  on  a  much  larger 
scale  than  even  its  very  biggest  cus- 
tomers— customers  like  PepsiCo,  Xe- 
rox and  Kimberly-Clark — and  thus 
has  had  more  experience  and  far  great- 
er scale  economies,  hence  lower 
costs,  than  its  customers.  "By  doing 
business  with  Ryder,"  Burns  says, 
"our  customers  can  free  themselves 
of  the  capital  requirements  and  the 
headaches  of  managing  the  system, 
things  like  maintenance  or  labor,  so 
they  can  concentrate  their  capital  and 
time  on  their  primary  business.  We  do 
things  more  efficiently  than  our  cus- 
tomers can  do  them  and  so  make 
them  more  efficient." 

What  worked  in  trucking  worked 
every  bit  as  well  in  aviation.  The  re- 
sult is  that  Ryder's  aviation  business, 
acquisitions  aside,  has  been  growing 
at  twice  the  rate  of  the  company  as  a 
whole,  and  Ryder's  overall  growth  has 
been  impressive — a  90%  increase  in 
earnings  in  five  years,  though,  be- 
cause of  the  impact  of  acquisitions, 
sales  increased  a  far  greater  120%. 
And  it  isn't  just  growth.  It's  profitable 
growth.  Ryder  has  averaged  nearly 
16%  on  equity,  as  compared  with  an 
all-U.S.  industry  average  of  12.8%. 
Burns  aims  at  increasing  earnings  a 
good  15%  a  year,  for  a  17%  average 
return  on  equity. 

And  why  not*  Ryder  now  serves 
little  more  than  2%  of  the  $224  bil- 
lion trucking  industry,  so  the  poten- 
tial for  growth  is  enormous.  And 
though  Ryder  may  have  started  out 
supplying  its  customers  with  leased 
or  rental  equipment  when  their  own 
equipment  was  short,  more  and  more 
it  has  come  to  provide  its  basic  service 
under  full-service  leases  that  encom- 
pass equipment,  maintenance  and 
even  fleet  management. 

Encouraged  by  Ryder's  triumph  in 
aviation  services,  Burns  would  like  to 
repeat  that  success  by  transferring  its 
skills  to  still  other  businesses.  He  has 
had  a  subsidiary  for  some  years  that 
provides  insurance  industry  ser- 
vices— writing  policies,  doing  claims 
work,  auditing,  safety  work,  under- 
writing and  pricing.  Burns  says: 
"We're  not  an  insurance  company, 
like  we're  not  an  airline  or  a  trucker." 
The  business  has  been  slow  to  catch 
on,  but  Burns  recognizes  that  you 
probably  can't  win  big  in  them  all. 

More  recently  Ryder  has  moved 
into  municipal  transit  systems  man- 
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agement — mainly  public  bus  systems. 
It's  already  the  largest  in  the  business, 
managing  transit  systems  in  50  cities 
around  the  country,  including  Minne- 
apolis and  Tucson,  Cincinnati,  Nash- 
ville and  Sacramento.  It's  also  the  sec- 
ond-largest operator  of  school  bus  sys- 
tems (after  Canada's  Laidlaw,  Ltd.), 
but  it  doesn't  expect  to  be  runner-up 
for  long.  It  got  into  the  business  only 
three  years  ago  as  a  logical  adjunct  to 
its  truck  maintenance  operations  and 
now  runs  5,000  buses  generating  $100 
million  in  revenues. 

None  of  these  businesses  shows  the 
potential  of  aviation  or  trucking  ser- 
vices, so  Burns  is  trying  to  identify 
still  other  opportunities.  Garbage  is 
one  obvious,  if  not  very  attractive, 
possibility,  because  of  the  involve- 
ment of  organized  crime  in  the  busi- 
ness. Less  obvious  is  the  railroad 
transportation  market.  Third-party 
railroad  equipment  leasing  and  main- 
tenance— now  being  tried  by  the  Bur- 
lington Northern  (Forbes,  Nov.  16, 
1987) — is  an  idea  whose  time  may 
soon  come. 

In  entering  any  business,  Ryder 
aims  eventually  to  be  the  leading 
company.  It's  a  plausible  goal,  in  view 
of  the  commanding  cost  advantages — 
both  in  serving  its  customers  and  in 
beating  out  its  competitors — that 
sheer  size  gives.  Such  advantages 
have  enabled  Ryder  to  overtake 
Leaseway  Transportation  in  new  auto 
transport  and  pass  U-Haul  in  one-way 
consumer  truck  rentals.  "If  we  can'i 
be  a  market  leader  and  be  profitable, 
we  don't  necessarily  want  to  reta 
that  business,"  Tony  Burns  says.  The 
record  shows  he  means  it.  In  the  past 
few  years  Ryder  has  sold  off  its  trucl 
stop  business  (to  Standard  Oil)  and  its 
truck  credit  card  business  (to  Ameri- 
can Express). 

Because  people  still  confuse  Ryder 
with  a  trucking  company,  Tony  Burns 
says,  they  persist  in  thinking  Ryder  is 
especially  vulnerable  to  swings  in  the 
economic  cycle.  Nothing  could  be 
further  from  the  truth.  Ryder's  reve- 
nues have  risen  steadily  for  at  least 
the  last  20  years. 

"We  do  better  in  difficult  and  un- 
certain times,"  Burns  says.  "We  really 
expand  our  market.  People  want  to  be 
more  efficient  in  recessions.  They 
want  to  stay  shorter  term,  so  they'll 
rent  short  term,  or  lease  rather  tha 
buy.  We've  tried  to  do  business  wit 
customers  that  are  not  highly  cycli- 
cal. And  when  business  goes  soft,  the 
airlines  don't  cut  back  on  the  numbe 
of  planes.  They  cut  ticket  prices."  At 
this  point,  Burns  says  1988  looks  like 
another  good  year.  "The  tone  today  is 
better  than  it  was  going  into  1987."  ■ 
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On  the  Docket 


Should  personal-service  contracts  be 
erased  in  a  bankruptcy?  Either  way  you 
answer  this  question  you  get  some  un- 
pleasant consequences. 

How  clean 
the  slate? 


By  Deirdre  Fanning 


Ever  since  their  overhaul  in 
1979,  the  bankruptcy  laws 
have  been  a  tempting  escape 
latch  for  people  who  regret  the  signa- 
ure  they've  put  on  a  contract.  Frank 
.orenzo  used  a  Continental  Airlines 
>ankruptcy  in  1983  to  back  out  of 
:ollective  bargaining  agreements,  a 
trategy  that  Congress  has  since  made 
nore  difficult.  Now  the  issue 
)f  contract-breaking  resur- 
laces  in  a  West  Coast  bank- 
uptcy  filing  by  a  rock  group, 
rhe  issue  is  whether  a  person- 
1-service  contract  with  royal- 
y  rights  may  be  declared  null 
nd  void  when  a  debtor  files 
or  insolvency.  The  implica- 
ions  for  authors,  musicians, 
rtists,  software  engineers  and 
ither  producers  of  intellectual 
iroperty — and  for  the  busi- 
lesses  that  deal  with  them — 
le  troubling. 

Often  as  not,  anyone  hold- 
rig  a  contract  with  a  bankrupt 
s  out  of  luck.  Bankruptcy,  af- 
er  all,  is  supposed  to  wipe  the 
late  clean,  not  only  of  credit 
ard  balances  and  business 
lebts  but  of  contractual  obli- 
vions. Thus,  for  example,  singer 
Villie  Nile,  who  filed  for  bankruptcy, 
Toke  his  record  contract.  But  a  recent 
uling  by  Los  Angeles  bankruptcy 
udge  Geraldine  Mund  has  dealt  such 
2gal  maneuverings  a  blow. 

In  1986  a  Los  Angeles  rock  band 
ailed  Concrete  Blonde  signed  a  con- 
ract  with  I.R.S.  Records  to  produce 
even  albums.  Although  its  first  rec- 
ord was  a  modest  success,  Concrete 
>londe's  second  has  yet  to  be  released, 
"he  reason?  Seems  the  young  band 
ad    run    up    some    production    ex- 


penses, expenses  that  advances  from 
I.R.S.  Records  couldn't  cover.  By  the 
end  of  last  summer  the  band  claimed 
to  owe  some  $77,000  to  I.R.S.  Records 
for  advances  and  was  in  the  red  over 
$21,000  to  its  lawyer,  manager  and 
accountant. 

The  band's  success,  meanwhile,  has 
attracted  interest  from  competing  la- 
bels willing  to  offer  far  more  lucrative 
terms  than  those  it  had  with  I.R.S. 


Records.  In  September  the  members 
of  the  band  filed  for  personal  bank- 
ruptcy in  Los  Angeles  under  Chapter 
7  of  the  Bankruptcy  Code.  Under  the 
rules  of  Chapter  7,  the  estate's  trustee 
can  either  assume  or  reject  all  debtors' 
contracts.  If  he  doesn't  act,  a  contract 
is  automatically  rejected  60  days  after 
the  bankruptcy  filing.  Since  a  trustee 
can't  play  lead  guitar  or  sing  harmony, 
assumption  is  out.  Thus  the  contract, 
in  theory,  should  be  canceled.  At  least 
that's  what  the  band's  bankruptcy 
lawyers  thought. 


Judge  Mund  didn't  buy  that  argu- 
ment. Under  bankruptcy  law,  earn- 
ings from  postpetition  services  are 
outside  the  pie  that  is  cut  up  for  credi- 
tors. Following  this  line  of  thinking, 
Judge  Mund  ruled  that  if  the  earnings 
were  not  the  property  of  the  estate, 
the  contract  generating  those  earn- 
ings could  not  be  considered  property 
of  the  estate,  and  so  the  trustee  was 
not  empowered  to  reject  that  con- 
tract. Although  I.R.S.  Records  can't 
force  the  band  to  cut  another  record — 
an  axiom  of  contract  law  is  that  the 
court  can't  compel  performance  of 
personal  services — I.R.S.  Records  may 
be  able  to  prevent  Concrete  Blonde 
from  signing  with  another  label. 

But  here's  the  twist.  While  the 
judge's  decision  may  have  stopped  the 
band  from  using  bankruptcy  as  a  way 
to  break  a  contract,  it  also  blocked  the 
band's  creditors  from  recouping  their 
losses.  Since  the  contract  is  separate 
from  the  bankrupt  estate,  any  royal- 
ties from  Concrete  Blonde  records 
will  remain  outside  the  estate's — and 
thus  creditors' — grasp. 

In  this  particular  case,  with  only 
$21,000  in  debts  owed  to  outside  cred- 
itors, the  damage  may  not  be  so  great. 
But  take  the  pending  bankruptcy  case 
of  pop  singer  El  DeBarge.  He  filed  for 
bankruptcy  in  the  same  Los 
Angeles  court  in  December, 
claiming  to  have  racked  up 
some  $500,000  in  debts.  Now 
under  contract  for  three  al- 
bums to  Motown,  DeBarge  is 
seeking  to  get  out  of  his  record 
contract,  claiming  that  under 
the  terms  of  his  Motown  deal 
the  most  money  he  can  make 
over  the  next  year  is  maybe 
$60,000.  If  the  Concrete 
Blonde  decision  is  applied  to 
his  case,  DeBarge's  creditors 
will  collectively  be  out  their 
money — while  he  remains 
chained  to  an  unprofitable 
contract. 

Some  record  industry  execu- 
tives may  applaud  Judge 
Mund's  decision  for  its  deter- 
rent effect  on  precocious  art- 
ists who  suddenly  want  out  of  their 
contracts.  Indeed,  a  case  could  actual- 
ly be  made  that  her  decision  benefits 
tomorrow's  struggling  artists:  Who 
will  finance  new  talent  if  contracts 
can  be  broken  by  a  simple  bankruptcy 
filing?  Be  that  as  it  may,  the  Bank- 
ruptcy Code  guarantees  debtors  a 
fresh  start,  and  the  judge's  decision 
has  denied  that  benefit  to  Concrete 
Blonde.  No  surprise  then  that  the 
band's  lawyers  say  they  will  appeal 
her  ruling — or  that  the  industry  will 
be  tracking  this  case  closely.  ■ 
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spite  the  falling  dollar,  a 
skittish  stock  market,  re- 
cession fears,  and  elec- 
tion-year jitters,  the  travel 
picture  for  1988  appears 
robust.  For  the  sixth  consecutive 
year,  according  to  the  Air  Transport 
Association,  business  travel  is  ex- 
pected to  increase.  Business  travel 
now  accounts  for  46  percent  of  all 
air  traffic,  and  travel  for  pleasure, 
whether  domestic  or  foreign,  is 
no^B  than  holding  its  own.  More 
and  more  business  travelers  are 
^nding  their  professional  trips 
adding  vacation  and  pleasure 
Airlines  such  as  TWA,  with 
heir  Frequent  Flyer  incentives,  are 
dangling  all  sorts  of  free  travel 
awards  for  miles  accumulated  in 
the  air. 

Francis  H.  Goranin,  president 
American  Society  of  Travel 
AgeW  (ASTA)  and  president  of 
Vega  International  Travel  Service  in 
Chicago,  sums  up  the  way  the  tra- 
vel people  look  at  1988.  The  gen- 
eral picture  will  be  good,  he  claims, 
because  traditionally  if  one  destina- 
tion loses,  another  gains;  there  is 
always  a  certain  balance.  Although 
business' might  be  down  in  Eu- 
rope, Mexico  will  see  an  increase. 


I  Australia  invites 
you  to  help  celebrate 

200  years  of 
hope,  diligence  and 


national  pride. 


"These  people  will  use 
any  excuse  for  a  party" 


loin  us  for  the  1988  Australian  Bicentennial.  Just  $1,095  roundtrip.  K^Q 


The  Airline  of  Australia 


Roundtrip  fare  from  San  Francisco  or  Los  Angeles.  Fare  slightly  lower  from  Hawaii.  Departure  customs  tax  not  included, 
ravel  must  commence  between  April  1  and  September  30. 1988.  Restrictions  apply.  Subject  to  government  approval.  Call  Qantas  at  800-227-4500. 
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Europe,  according  to  Goranin,  still 
remains  popular.  "The  demand  for  Eu- 
rope will  always  be  strong,"  he  says, 
"because  of  the  special  affinity  that  the 
average  American  has  for  Europe." 
Goranin  expects  an  increase  in  travel 
to  the  Pacific  Basin,  especially  Austra- 
lia and  New  Zealand.  Australian  mov- 
ies, sports  figures,  and  even  beer  are 
capturing  the  American  imagination.  A 
lot  of  advance  reservations  are  being 
made  for  the  People's  Republic  of 
China.  Hong  Kong,  a  symbiosis  of 
East  and  West,  with  its  dollar  closely 
linked  to  our  dollar,  is  getting  a  strong 
play  as  well.  The  dollar  is  the  strongest 
in  Poland,  Brazil,  and  Eastern  Europe. 

Seasoned  American  business- 
men/travelers have  so  often  done  the 
Big  Three  of  Europe-London,  Paris, 
and  Rome-that  they  will  find  their  dol- 
lars going  farther  in  the  provinces.  In 
France,  try  Alsace,  with  its  splendid, 
quaint  villages,  its  cultures  (French  and 
German),  its  superb  cuisines.  In  En- 
gland, visit  Bath,  historic  and  charm- 
ing, preserved  Chester,  or  staid  and 
beautiful  Edinburgh  in  Scotland.  In 
Italy,  the  hill  towns  of  Tuscany-San 
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Gimignano,  Siena,  Fiesole-are  a  com- 
forting antidote  to  Milan  and  Rome. 

On  this  side  of  the  Atlantic,  besides 
the  attractions  of  Mexico,  there  is  the 
rugged  beauty  of  Alaska,  and  the 
ASTA  people  also  are  predicting  big 
travel  numbers  for  the  West  Coast,  es- 
pecially San  Francisco,  San  Diego, 
Los  Angeles-the  Highway  1  route. 
The  Redwoods  country,  Yosemite,  and 


Test  ride  our  four-suiter. 

H  s  sporty  It's  easy  to  handle.  And  you'll  get  lots 
<  >f  mileage  out  of  it.  With  Hartmann's  Hanger,  you 
can  neat  ly  carry  yoi  i  r  s  u  i  t  s         I  L^ 

and  lots  more  aboard  planes,    flA^Mf/lilM 
trains  or  horseless  carriages.     '  \"'  »^*"'*  * 
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the  Rockies  are  all  expected  to  draw 
their  annual  millions.  The  Caribbean  is 
ever  popular. 

New  York  is  expected  to  be  one  c 
this  year's  big  travel  destinations.  And 
you  come— you  will  see  and  overheai 
hordes  of  Europeans  attesting  that  the 
Big  Apple  is  cheap  compared  to  the! 
major  European  capitals.  Hotels  anc 
restaurants  are  already  licking  thei 
chops  at  the  prospect  of  a  bonanz; 
summer;  if  you  are  planning  to  dine  a 
such  four-star  favorites  as  Le  Cirque 
book  months  ahead  (and  remembe 
that  it  is  closed  during  July). 

If  business  takes  you  to  a  major  dc 
mestic  destination,  the  thing  to  do  nov 
is  to  add  R&R  time  to  make  pleasure  i 
business  too.  If  you  are  heading  fo 
Philadelphia,  take  time  to  explon 
nearby  historic  Bucks  County  and  thi 
beguiling  Wyeth  country;  if  Boston,  dis 
cover  those  two  major  getaways,  Nar 
tucket  and  (parts  of)  Cape  Cod; 
Washington,  take  time  off  to  see  th> 
Civil  War  battlefields  of  Virginia;  if  Da 
las  or  Houston,  head  for  the  magnif 
cent  Big  Bend  country  and  see  Texa 
wild  and  unspoiled;  and  if  San  Frar 
Cisco,  visit  the  northern  and  nearb 
Napa  and  Sonoma  valleys,  where  si 
perb  wines  are  grown  locally.  (Ther 
are  organized  tours  and  free  sample 
at  most  wineries.) 

For  those  with  a  yen  to  travel  t 
exotic  places,  adventure  travel-t 
remote  islands,  private  rancher 
secluded  beaches,  and  little-visite 
places-is  one  way  to  beat  the  mot 
And  if  airplane  travel,  despite  all  it 
inducements,  turns  you  off,  there 
always  cruising,  the  effortless  wayt 
see  romantic  places  and  travel  res- 
tively unhassled.  Cunard  and  Su 
Lines  offer  some  of  the  best  cruise 
to  Scandinavia,  Alaska,  the  Carit 
bean,  and  South  America. 

And  when  you  go,  be  sure  to  pac 
your  Hartmann  luggage,  which  give 
you  plenty  of  room  for  the  spoils  an 
trophies  of  travel-the  inevitabl 
souvenirs. 

Flying  High  Down  Under 

Of  all  the  destinations  that  have  r 
cently  captured  the  America 
imagination,  none  has  quite  th 
flavor,  the  excitement,  nor  th 
beckoning  attractions  of  Australia.  Tf 
America's  Cup  put  Perth  and  Austral 
on  the  sporting  map;  Aussie  tenn 
stars  always  seem  to  be  top  cor 
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AIR  TRAVEL  PAYMENT  SYSTEM 
OFF  THE^  GROUND. 


Is  your  company's  method  of  paying 
air  travel  unwieldy,  inefficient  and  a 
£  behind  the  times?  If  so,  you  should 
w  that  over  100,000  companies, 
uding  half  the  Fortune  500,  now  pay  for 
Tavel  with  an  Air  Travel  Card  charge 
Dunt.  Because  it's  the  most  simple, 
-efficient  payment  system  available  for 
r  company. 

Convenient 

The  Air  Travel  Card  Payment 
tern™  is  easy  to  use.  Whoever  makes 
reservation  (whether  it's  you  or  your 
el  agent),  simply  bills  the  airfare  to 
r  account  number.  If  you  prefer,  you 
issue  cards  to  employees. 

Customized, 
Centralized  Billing 

Air  Travel  Card's  one  statement 
;rs  all  corporate  air  travel  on  all 
nes,  and  you  may  qualify  for  billing 


that  includes  coding  air  charges  by  cost 
center,  client  or  project,  or  itemized  billing 
by  department. 

Credit  Without 
Credit  Card  Abuse 

The  Air  Travel  Card  account  gives 
you  complete  control  over  one  of  your  most 
important  travel  expenditures.  You  decide 
who  uses  the  system  and  when.  The  Card 
can't  be  used  for  gifts,  meals  or 
entertainment. 

Automatic  Insurance 

Anyone  charging  their  ticket  to  an  Air 
Travel  Card  account  receives  $100,000  air 
travel  insurance  automatically,  plus  world- 
wide medical  consultation  benefits  at  no 
extra  cost.  Additional  protection  plans 
with  up  to  $25,000  rental  car  coverage 
worldwide  and  up  to  $5,000  lost  or  stolen 
baggage  insurance  are  available  at  a  low 
annual  cost* 


No  Annual  Fee 

The  Air  Travel  Card  account  has  no 
annual  fee.  So  unlike  other  cards,  you  get 
unlimited  use  of  the  account  without  a  per 
card  or  per  account  fee.** 

To  apply  for  an  Air  Travel  Card 
account,  or  for  more  information: 

CallToll-Free 

1-800-222-4688 

(In  the  District  of  Columbia,  call  626-4224) 


AIR  TRAVEL  CARD 


ount  must  be  with  a  U.S.  or  a  non-U.S.  contractor  airline  participating  in  the  insurance  program . 
aount  of  refundable  deposit  or  fee,  if  required,  varies  by  airline. 


Just  the  ticket 
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Now,  travel  has  its  rcwi < 
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Hotels  and  Resorts  CI 
Express®  the  exclusiy 
frequent  travelers  clu 
designed  for  you. 

Valuable  New  Aw  * 

•  U.S.  Savings  Bonds    I 

•  Unique  merchant  I 
from  The  Sharper  I  m  R 

•  Men's  and  women's  < 
apparel  from  Ameri 
leading  traditional    ^ 
clothier. 

•  Weekend  and  daily   $ 
rentals  from  Avis 

•  Travel  at  Stouflfer  Hi 
Resorts  with  resort  ( 
weekend  Breakatio 

In  addition  to  valuahll  i 
awards,  membership 
entitles  you  to  these 
privileges  designed  t< 
enhance  your  visits  wit 
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Stouffer  Hotels 
Club  Express* 


MEMBERSHIP  APPLICATION 

$25  Charter  Membership  fee  waived  compliments  of  Avis? 

To  apply  for  a  Club  Express  membership,  simply  turn  in  this  application  at  any 

Stouffer  Hotel  or  Resort  registration  desk,  or  mail  to: 

Stouffer  Hotels  Club  Express,  29800  Bainbridge  Road,  Solon,  OH  44139- 

PLEASE  PRINT 

Last  Name/First/M.I 

Address 

City/State/Zip 

Home  Phone 

Company 

Title  "~~~ 

Company  Address 

City/State/Zip 

Business  Phone 


Preferred  credit  card  for  hotel  expenses:  (Check  one) 

□  American           ~|  Diners           ~|  Discover 
Express K       I I  Club*       I I  Card5*  I I 


MasterCard* 


□v 


'isa* 


CREDIT  CARD  NUMBER 


EXPIRATION  DATE 


See  our  Stouffer  Hotels  Club  Express  brochure  for  full  details.  Some 
restrictions  may  apply. 


Nestle  Company 


i    " 


Ready  to  welcome  you  in:  Atlanta;  Austin;  Baltimore;  Battle  Creek;  Boston;  Cedar  Rapids;  Chicago;  Cleveland 
Columbus,  OH;  Dallas;  Dayton;  Denver;  Houston;  Indian  Wells,  CA;  Los  Angeles,  Kauai.  HI;  Maui,  HI;  Mobile; 
Nashville,  Orlando;  Philadelphia;  Rochester,  NY;  St.  Louis;  St.  Thomas,  USVI;  Scottsdale,  AZ,  Seattle; 
Washington,  DC;  White  Plains,  NY;  Winston-Salem 
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tenders,  locally  produced  movies  like 
Breaker  Morant  and  Gallipoli,  and  TV 
specials  like  "The  Thorn  Birds"  win 
admiring  audiences;  Australian  beer 
(due  to  those  fetching  commercials) 
is  catching  on.  The  big  continent  of 
Down  Under,  home  of  the  koala,  the 
kangaroo,  and  the  kukkaburra,  is  de- 
finitely the  star  travel  attraction  of 
1988. 

Qantas  Airways,  one  of  the  most 
expertly  run  airlines  in  the  world,  jets 
passengers  to  Australia  smoothly  and 
efficiently.  Non-stop  flights  to  Sydney 
leave  Los  Angeles  every  Monday, 
Thursday,  and  Saturday;  they  leave 
San  Francisco,  every  Wednesday,  Fri- 
day, and  Sunday.  Round-trip  business 
class  tickets  cost  a  shade  over  $3,400, 
while  it's  considerably  less  in  economy. 
For  the  adventurous  with  time,  Wing 
Australia  offers  some  of  the  most  satis- 
fying trips  available  through  South  Aus- 
tralia, Queensland,  and  the  rugged, 
Aborigine-haunted  Outback. 

There's  so  much  to  see  on  this  vast 
continent.  The  following  are  only  a  few 
highlights: 


Sydney  is  a  vibrant,  sophisticated, 
cosmopolitan  city,  where  Americans 
can  feel  at  home.  The  world-renowned 
Sydney  Opera  House-actually  a  full- 
performing  arts  center-is  a  mecca  for 
top  stars  and  performers. 

Melbourne,  capital  of  Victoria  and 
Australia's  second  largest  city,  is 
famous  for  its  lush  gardens,  memories 
of  Gold  Rush  days,  fashion  boutiques, 
ethnic  diversity,  lively  arts,  and  delight- 
ful restaurants.  A  visit  to  the  wineries  of 
the  Yarra  Valley,  only  25  miles  away,  is 
a  must  for  all  wine  lovers. 

The  Great  Barrier  Reef,  off  the 

'  of  Queensland,  is  the  largest 

ark  in  the  world-2,900  coral 

an  opaline  labyrinth  in  a 

iigo  sea.  Some  of  the 

;ular  diving  m  the  world 

I  here.  The  reef's  marine 

bea.  i  coral  formations  are  a 

pam  ■  t  the  most  vivid  colors- 


mwEL 

1988 


unforgettable. 

The  Outback-the  Northern  Terri- 
tory-is Australia  before  the  advent  of 
the  pioneer-an  arid,  timeless  land  of 
grandeur  and  wide  horizons,  the  land 
of  the  Aborigines.  Must-sees  are  the 
startling,  monolithic  Ayers  Rock,  a 
photographer's  dream,  with  the  rock 
changing  colors  as  the  sun  moves 
across  the  sky;  the  nearby  Olgas,  36 
mysterious  domes  that  are  ripe  for 
exploring,  and  the  charming  Alice 
Springs,  nestled  within  a  bowl  of  red 
ranges,  a  fetching  mix  of  Australia  yes- 
terday and  today. 


Gold  Star  Convention  Center 

In  terms  of  location,  facilities,  ap- 
pointments, service,  and  state  of 
the  art  convention  technology,  the 
perennial  award-winning  Sheraton 
Waikiki  Hotel  has  few  peers.  Hand- 
somely situated  in  the  heart  of  Honolu- 
lu's main  tourist  center,  with  every 
amenity  the  conventioneer  prizes- 
shopping,  fine  dining,  exciting  enter- 
tainment, excellent  sightseeing,  sun- 
bathing, snorkeling,  surfing,  and 
scuba  divmg-the  30-story  Sheraton 
Waikiki  thrives  on  conventions  and 
business  meetings.  The  actual  de- 
tailed planning  for  business  gatherings 
begins  two  to  three  years  before  the 
first  guest  arrives. 

The  hotel  almost  seems  architect- 
made  as  Hawaii's  premier  convention 
facility.  It  offers  39,000  square  feet  of 
meeting  spaces-the  entire  second 
floor  with  its  great  Hawaii  Ballroom  and 
capacity  of  3,700  people  (it  can  be  di- 
vided into  four  separate  soundproof 
rooms)  plus  16  additional  meeting 


rooms.  Spectacular  ocean  views  ar 
one  of  the  seductions  of  the  individu; 
rooms. 

The  complete  convention  floor  a 
lows  for  overflow  exhibit  space,  recep 
tions,  director's  room,  press  roorr 
workshops,  and  film  space.  A  superbl 
equipped  control  room  for  the  Haws 
Ballroom  can  meet  the  challenge  c 
almost  any  audio  and  visual  neec 
There  is  also  afull-time  technical  staff  t 
meet  any  special  requirement  for  ligh 
ing,  hi-fi  sound  systems,  closed-circi  | 
television,  and  multilingual  translq 
tions.  For  film,  slide,  or  multimedia  | 
sentations  there  are  huge  motic 
picture  screens  conveniently  placed  i 
the  ballroom. 


For  informal  entertaining,  th 
Sheraton  Waikiki  has  130  hospitalil 
suites  with  full-length  lanais,  all  ove 
looking  the  ocean  and  all  with  go 
geous  sunset  views.  With  yen 
cocktails  try  the  pupus-Hawaiian  hoi 
d'oeuvres.  The  almost  2,000  gue 
rooms,  decorated  in  muted  tropic 
colors,  are  all  equipped  with  first-ru 
movies. 

Work  finished,  pleasure  beckon 
The  Sheraton  Waikiki  has  eight  resta1 
rants  and  lounges  to  fuel  the  inn* 
man  or  woman.  On  the  top  floor  is  tt 
Hanahono  Room,  with  its  spectacul 
view  of  Diamond  Head  and  Waiki 
Beach,  the  in  place  for  breakfast  ar 
dinner.  If  you're  in  an  Italian  mood,™ 
Ciao  for  pizzas  and  other  Italian  spec 
alities.  If  you  crave  Polynesian 
Kon  Tiki  is  the  place  for  barbecue  ril 
and  teriyaki  beef.  For  the  most  thrillir 
sunset  views,  take  your  cocktails 
Esprit,  with  its  180-degree  view  of  tr 
beach. 

Why  not  extend  your  business  tr 
to  enjoy  the  attractions  of  Honolu 
and,  time  permitting,  the  wonders 
the  neighbor  islands-Maui,  Kauai,  M 
lokai,  and  the  big  island  of  Hawaii.  i 
travel  needs  can  be  smoothly  handle 
at  the  hotel. 


We  think  our  First  Class  Service 
is  the  best  in  the  business* 

Too  bad  more  people 
don't  take  advantage  of  it 


TWA's  First  Class  Sleeper  Seat. 

When  you  stretch  out  in  TWA's  First  Class 
Sleeper  Seat,  we  urge  you  to  try  not  to  get  too 
:omfortable.  At  least  not  right  away.  We  wouldn't 
want  you  to  miss  any  of  the  amenities  that  make 
3ur  First  Class  just  short  of  decadent. 

And  by  the  way,  only  TWA  offers  its  luxurious 
sleeper  seat  on  every  one  of  our  domestic  and 
nternational  widebody  flights. 

TWA's  First  Class  Service. 

Before  every  take  off,  you'll  be  offered 
complimentary  cocktails.  Then  on  international 
lights,  come  the  hors  d'oeuvres.  Everything  from 
American  Sturgeon  Caviar  to  Pate  de  Canard. 

And  on  all  flights  you  will  discover  gourmet 
j  entrees  served  to  you  on  fine  china.  If  you  can,  try 
o  save  some  room  for  dessert  or  a  cordial. 

You  won't  be  disappointed. 


TWA's  Personal  Service  Commitment. 

TWA  is  determined  to  bring  you  the  best 
personal  service  in  the  airline  industry.  So  we've 
assigned  an  In-Flight  Service  Manager  to  every 
flight  to  make  sure  your  trip  is  as  hassle-free  and 
comfortable  as  possible. 

In  addition,  our  Chairman  of  the  Board  has 
put  together  a  Quality  Control  Team.  A  group  of 
30  very  picky  people  who  fly  TWA,  assessing  the 
service  they  receive,  on  a  checklist  of  over  100 
service  items.  They  report  directly  back  to  him 
with  their  comments,  good  and  bad.  And  if 
anything  needs  improvement,  it  gets  improved. 
Fast.  Because  at  TWA,  great  service  is  a  top  priority. 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 


One  evening  in  1898,  the  Grand  Duke  Sergei  of  Russia 
presented  his  love  (one  of  les  belles  de  chez  Maxim's ) 
with  a  dozen  oysters,  each  glistening  with  an  enormous 
pearl.  Today  in  New  tork,  at  Le  Grand  Hotel  Maxim's 
Restaurant  Adrienne,  such  gestures  are  once  again 
distinctly  encouraged 
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A  Honolulu  must-visit  is  the  U.S.S 
Arizona  Memorial.  Only  boats  oper 
ated  by  the  U.S.  Navy  are  allowed  tc 
unload  at  the  memorial,  which  mark; 
the  watery  grave  of  hundreds  of  mer 
who  lost  their  lives  when  the  Japanese 
sank  the  U.S.S.  Arizona  during  the  ai 
attack  on  Pearl  Harbor.  It  is  a  reverec 
place  where  all  visitors  stand  or  bow  ir 
hushed  silence. 

For  insight  into  Hawaii's  colorfu 
past  visit  the  restored  lolani  Palace,  the 
only  royal  palace  in  the  United  States 
and  see  how  Hawaii's  ruling  nobility 
lived.  For  other  royal  artifacts  visi 
Queen  Emma's  Summer  Palace,  nov 
a  fully  furnished  museum.  The  Bishof 
Museum  also  features  rare  and  an 
cient  artifacts  of  the  Hawaiian  anc 
Polynesian  peoples.  For  more  on  Poly 
nesian  life,  drop  by  the  Polynesian  Cul 
tural  Center,  seven  island  villages  in  i 
tropical  garden  setting,  where  you  car 
participate  in  village  games  and  othe 
activities. 

The  Honolulu  Academy  of  Fim 
Arts  boasts  a  fine  collection  of  Orienta 
Pacific,  and  American  paintings.  Bin 
lovers  will  be  attracted  to  the  arbore 
turn  and  bird  sanctuary  at  Waime, 
Falls  State  Park,  which  can  be  reach©, 
by  tram  ride.  A  bonus  here  is  a  refresh 
ing  swim  in  a  natural  pool  beneath  ■ 
cascading  waterfall. 

Oahu  beach  spots  can  be  beaut 
ful,  tranquil,  or  even  furious.  Pay  after 
tion  to  the  posted  signs  for  safet 
conditions,  for  surfing  or  swimming 
The  place  to  discover  Hawaii's  exoti> 
underwater  world  is  Hanauma  Ba 
Beach  Park,  a  designated  marine  lift 
conservation  district.  Makapuu  Ba 
Beach  Park  is  for  expert  surfers  onl;, 
Sunset  Beach  is  renowned  for  its  wate 
surface  contests,  but  swimming  hen 
is  dangerous  due  to  bad  currents 
Waimea  Beach  Park  is  another  la 
mous  winter  surfing  beach,  am 
Makaha  Beach  is  the  place  to  watci 
the  big,  exciting  international  surfin< 
contests. 

Aloha! 
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Where  the  Experts  Go 
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e  asked  a  number  of  travel 

experts  where  they  go  to  ful- 

their  dreams  of  escape, 

pleasure,  full  relaxation,  or 

to  get  away  from  it  all.  Here  are 

r  varied  and  somewhat  surprising 

Donses: 

Pamela  Fiori,  Editor-in-Chief,  Travel 

eisure:  "I'd  travel  as  far  as  French 

ynesia  if  only  to  set  eyes  on  (and 

;  my  heart  in)  the  islands  of  Bora 

:  a  and  Moorea.  A  small,  sexy  hotel 

:)aris  would  also  do  quite  nicely.  I'd 

'  le  for  any  number  of  places  on  the 

;nch  Riviera  but  would  give  up  my 

;  to  spend  the  entire  month  of  Sep- 

;  iber  at  the  Colombe  d'Or  in  St.  Paul 

\/ence  and  eat  lunch  on  the  terrace 

;ry  day.  In  America,  a  romantic 

!  'Idn't  do  better  than  to  spend  a  few 

I's  at  the  Ventana  Lodge,  above 

'ifornia's  Big  Sur  coastline.  Then 

.e  is  Italy-almost  any  place  in  Italy, 

i  especially  the  city  that  is,  hands 

vn,  the  most  unearthly  place  on 

planet-Venice." 

'Horace  Sutton,  syndicated  travel 
1  jmnist:  "One  exotic  place  I  try  to  get 
:k  to  is  Bali.  Bali  is  still  one  of  the 
'  st  exotic  places  in  the  world-an  ar- 
i )  Hindu  culture  in  a  Moslem  area.  It 

•  II  of  prayers,  paintings,  flowers,  and 
ctacles.  Whole  villages  are  de- 

hd  to  painters,  others  to  carvers.  A 
.if  these  villages  have  small,  elegant 
i'  3ls,  artistically  done.  I  am  also  at 
li  with  Africa-I  have  gone  back 
\  e  times  on  safari.  There  is  a  certain 
nance  to  being  under  canvas  in 
1  ya  that  I  don't  find  in  other  places." 
Robin  Leach,  of  "Lifestyles  of  the 
i 1  and  Famous":  "Two  places  spring 
I  "lind  immediately.  The  first  is  the  is- 
3  i  of  Jumby  Bay  It  is  its  own  island 

I  resort-there's  nothing  else  there. 
:  ocated  10  minutes  by  speedboat 

I I  Antigua  and  it's  the  ultimate  re- 
t .  Jumby  Bay  is  over  200  acres,  but 
Ij/  54  couples  can  stay  there  at  a 
r;-so  each  person  has  two  acres  to 
if  self!  You  get  a' villa  with  a  living 
Cn,  bath,  desk  area,  and  bedroom, 
uj  once  you've  paid  for  your  room 
fjrything  else  is  free.  You  can  live 

*  out  a  credit  card  or  hotel  key.  You 
lie  your  own  private  beach,  and 
r»  e  are  bars  on  the  two  big  public 
Hches,  besides  those  in  your  villas, 
i  it's  pour  yourself-mai  tais,  daiqui- 
N  whatever  you  want.  I  also  recom- 


PRivate  villas  And  couRt  cIub 

444  Avenida  Caballeros.  Palm  Springs,  CA  92262 
In  CA  (800)  255-1773  -  (619)  323-1773 
Outside  CA  (800)  854-1298 


Food  In  The  Desert 
Vintage  Wines  •  Cocktails 
Tennis  •  45"  Projection  TVs  •  Nautilus 
Gym  •  Bicycles  •  Croquet  •  Golf  Priv. 


mend  the  Hana  Maui  Ranch  in  Hawaii 
-the  ultimate  tropical  hideaway,  com- 
plete with  40  acres  of  grounds  and 
horses  provided  so  you  can  gallop 
away.  In  your  landscaped  private 
courtyard  you  have  your  own  supply 
of  caged  birds  and  a  pool  filled  with  koi 
fish.  You  can  pick  wonderful  Hawaiian 
plants-birds  of  paradise,  whatever- 
from  your  own  little  garden.  Every 
room  has  a  view  of  the  Pacific  and  the 
Hana  coastline-which  is  rugged,  with 
waves  crashing  against  black  lava  in 
one  spot,  while  in  another  you'll  find 
one  of  the  ten  best  beaches- H am oa 
Beach,  with  silver  sand  and  breaker 
rocks." 

Harold  Evans,  editor,  Conde  Nast's 
Traveler:  "Surprise,  surprise-l  goto  Ar- 
izona, on  the  Mexican  border,  at  a 
ranch  called  Elkhorn,  for  the  riding.  It  is 
very  much  off  the  beaten  path,  27 
miles  from  the  sound  of  a  motorcar- 
total  tranquility.  Another  place  I  like  is 
St.  Petersburg-it's  completely  undis- 
covered by  the  mobs.  There's  a  most 
fantastic  beach  at  the  Don  Cesar  Ho- 
tel, developed  by  the  famous  railroad 
builder  Flagler.  Another  place  is  the 
Villa  San  Michele,  in  Fiesole,  outside 
Florence.  It's  a  wonderful  hotel  with  a 
pool,  and  rooms  where  monks  used  to 


stay-it  used  to  be  a  monastery-and  it's 
far  away  from  the  madcap  pace  of 
Florence.  It's  a  luxurious  and  of  course 
expensive  retreat,  but  worth  it." 

Paris  in  New  York 

If  the  southwest  corner  of  Fifth  Ave- 
nue and  55th  Street  in  New  York 
seems  brighter  these  days,  it's  be- 
cause a  breath  of  Paris's  Belle  Epo- 
que  era  has  permeated  this  hectically 
busy  corner  of  Manhattan.  With  the 
opening  of  Hotel  Maxim's  de  Paris 
here,  New  Yorkers  and  knowing  visi- 
tors can  now  enjoy  a  European  stan- 
dard of  luxury  and  elegance  with  the 
spirit  of  the  original  Maxim's,  the  festive 
and  favored  gathering  place  of  interna- 
tional personalities. 
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I     A  Safety  Pin 
j  Isnt  A  Big  Thinc 

Until 

!  \bu  Need  One 

LU 

„,  Sometimes  the  success  of  a  business  trip  or  social  event  hangs 

by  a  thread. 

<  And  nobody  knows  that  better  than  the  doorman  of  one  of  our 
,1                             Sheraton  hotels  in  Los  Angeles. 
o  He's  seen  fallen  hems  plunge  the  most  confident  executives  into 

the  depths  of  despair. 

<  Broken  zippers  make  the  most  intrepid  leaders  of  industry  lose 
z  their  grip. 

*  And  missing  buttons  and  open  seams  take  the  glitter  out  of 

5  countless  gala  evenings. 

^  That's  why  he  always  keeps  a  supply  of  safety  pins  tucked  behind 

o  his  lapel. 

z  This  instant  tailoring  and  repair  service  certainly  isn't  one  of  his 

x  "official"  duties.  But  it  is  a  reflection  of  how  much  he  and  his  fellow 

Sheraton  employees  care  about  our  guests. 

Whether  you  want  a  document  typed  late  at  night  or  simply 
Z  another  cup  of  coffee  in  the  morning,  there  are  Sheraton  people  ready 

to  go  that  extra  step  to  help  meet  your  needs. 

Because  even  though  we're  a  worldwide  hotel  group  with  nearly 
500  hotels  in  58  countries,  there's  one  thing  a  Sheraton  employee  never 
forgets:  when  it  comes  to  our  guests,  little  things  mean  a  lot.      /c\ 

<  Call  Sheraton  at  800-325-3535.  Vj3* 

Or  call  your  travel  agent.  SheratOIl 

The  hospitality  people  of 
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r  >  true  story  took  place  at  the  Sheraton  Grande  Hotel.  Los  Angeles,  California.  ©  1988  The  Sheraton  Corporation. 
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For  Reservations  At  These 
And  Other  Fine  Sheraton  Hotels  Call 

800-325-3535 

Or  CallYourTravel  Agent 
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Sheraton  Spring  Best  Value  Rates*  per  room,  per  night. 

Rates  subject  to  advance  reservations.  Witn  the  Family  Plan,  up 
to  two  children  17  or  under  stay  free  in  adult's  room  when  no 
additional  bedding  is  required. 

IN  THE  UNITED  STATES 


ALASKA 
Anchorage 

Sheraton  Anchorage  Hotel 

ARIZONA 
Tucson 

Sheraton  Tucson  El  Conquistador 
Golf  and  Tennis  Resort 


Wkdys/Wknds 

.  s74.50(Eveiy  Day) 


s  125.00/ 100.00 


s59.00(EvoyUay) 
.559.00  (Every  (Bv) 

.  .*95  00/75.00 


CALIFORNIA 

Long  Beach 

Sheraton  Ixmg  Beach 

at  Shoreline  Square (Opening  August  1988) 

Ix>s  Angeles 

Sheraton  Grande  Hotel      5120.00/95.00 

Sheraton  Plaza  La  Reina* s79  00/59  00 

Sheraton  at  Redondo  Beach S90.00/79.00 

Sheraton  Universal  Hotel s85.00(Ev«yDay) 

San  Diego/Harbor  Island 

Sheraton  Grand  on  Harbor  Island  & s92.00(E«iyDay) 

Sheraton  Harbor  Island* s92.00(Ev«yOay) 

COLORADO 

Denver 

Sheraton  Denver  Airport* 

Steamboat  Springs 

Sheraton  Steamboat 

Resort  &  Conference  Center 

CONNECTICUT 
I  lartlord 

Sheraton  Hartford  Hotel    

Stamford 

Sheraton  Stamford  Hotel  &  Towers  (Main)  . 

flowers) 
DISTRICT  OF  COLUMBIA 

The  Sheraton  Grand  on  Capitol  Hill 

Sheraton  Washington  Hotel 

FLORIDA 
Bal  Harbour 

Sheraton  Bal  Harbour 
Jacksonville 

Mx-raton  at  St  Johns  Place  

Orlando 

Sheraton  World  Resort 
Palm  Coast 

Sheraton  Palm  Coast  Resort 
ILLINOIS 
(  hkago 

Sheraton  Plaza 
LOUISIANA 
New  ( )rleans 

Sheraton  New  Orleans  Hotel 

MARYLAND 

Baltimore 

Sheraton  Inner  Harbor  1  louT 


s85.00/55.00 

sl05.00|Ev«ylBy) 

s  140  00/95  00 
5105  00/74  00 


589  00(E«ryD»y) 

578  00/58.00 

566.00(Evcry0ay) 

56500/8000 
590.00/8000 

592.00(EvoyUay) 
595  00(E«yUiy) 


.ingle  and  double  ocrupancy  Additional  charge  for  third  adult 

d  gratuities  not  included  Advance  iis.rv.it  ions  required  Sub- 

bilin,     KM   i|i|   u  .1)1.   to  groups  or  conventions   Kales  effective  through 

»B  subject  to  change  without  norm   \v<t+<i«l  isdehnedasHnday  and 

NU  only  at  the  St  Kegrs  Sheraton  Hold  and  the  Sheraton 
.enue 


MASSACHUSETTS  Wkdys/Wknds 

Boston 

Sheraton  Boston  Hotel  &  Towers  (Main) si25.O0/99.00 

(Towers) s  185.00/150.00 

MISSOURI 

St.  Louis 

Sheraton  St.  Louis  Hotel    s59.00(EveryDay) 

NEW  JERSEY 

East  Rutherford 
Sheraton  Meadowlands  Hotel  s  105 .00/85.00 

NEW  YORK 

New  Mirk 

St.  Regis  Sheraton  Hotel" s  185.00/ 140.00 

Sheraton  Centre  Hotels  Towers  (Main) si25.00/ 109.00 

(Towers) s200.00/ 175.00 

Sheraton  City  Squire 5)20.00/104.00 

Sheraton  Park  Avenue** s  165.00/135.00 

NORTH  CAROLINA 
Greensboro 

Sheraton  Greensboro  Hotel  S75.00/59.OO 


NOVA  SCOTIA 
I  lalifax 

Halifax  Sheraton " ?«3£S  590.00(Every  Day) 

ONTARIO 

Toronto 

Trie  Sheraton  Centre  Hotels  Towers  (Main)  "TS5S  5125.00/102.00 

(Towers)   .  .  .  s  165  00/142.00 
QUEBEC 
Montreal 

Le  Centre  Sheraton  Hotels  Towers  (Main)    .  "?«£)'  s  105  00/99.00 

(Towers) si  30  00/124.00 

JOIN  SHERATON  CLUB  INTERNATIONAL 

The  vw  k1<  1  s  most  rewarding  guest  recognioun  and  award  program       f  "*v 
tor  further  details  call  800-247-CLUB.  (  (■■*  i 

'    r»«TheSheralonCorporation  ^"H*^® 


Sheraton 

The  hospitality  people  of 
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PENNSYLVANIA 
Philadelphia 
Sheraton  Society  Hill 

TENNESSEE 

Nashville 

Sheraton  Musk  City  Hotel* 

TEXAS 

Dallas 
Sheraton  Dallas  Hotel  S  Towers  (Main) 

s  124.00/99  00 

s8 1.00/69.00 

589.00/55.00 

5109.00/79.00 

.  .  s89  00/55.00 

5125.00/89.00 

.  .  s85.00/70  00 
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(Towers) 

Sheraton  Park  Central  Hotel  S  Towers  (Main)  . . 

(Towers) 
VIRGINIA 
Richmond 
The  Jefferson  Sheraton  Hotel 

— K 

-\ 
r~ 
m 

WASHINGTON 
Seattle 

Seattle  Sheraton  Hotel  S  Towers  (Main) 

.   S99.00/77.50 

I 

z 

(Towers) 

IN  CANADA 

s  139  00/99.00 
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From  the  shell  of  the  old  Beaux 
3  Gotham  Hotel,  long  on  this  site, 
brand  new  Hotel  Maxim's  de  Paris 
i  emerged  as  the  last  word  in  grand 
=ls.  The  250  rooms  are  luxurious, 
:orated  in  art  nouveau  style,  with 
cious  bedrooms,  oversize  marble 
irooms,  and  have  every  conceiv- 
3  deluxe  amenity.  The  professional 
icierge  staff  was  hired  from  Eu- 
e's  exclusive  Clefs  d'Or  Society-a 
irantee  of  super-efficient  service, 
jrlooking  New  York's  spectacular 
line  is  a  tri-level,  glass-enclosed 
nplete  fitness  center-swimming 
|)I,  sauna,  steamroom,  massage, 
rcise  equipment. 

The  cuisine,  naturellement,  is  in- 

$ely  Gallic.  The  refined  and  elegant 

.  aurant  Adrienne  features  the  crea- 

,  trendsetting  Mediterranean  cui- 

i  of  executive  chef  Jean  Michel 

It,  At  the  Bistro  d' Adrienne  the  chef 

I  rs  other  examples  of  his  technique. 

i  at  the  Gotham  Lounge  one  can 

e  a  continental  breakfast,  take  tea, 

:njoy  deluxe  snacks  like  smoked 

[nonandfoiegras. 

Reservations:  1-800-2-MAXIMS  or 

[ugh  LIR,  1-800-233-0888.  In  New 

i(  (212)  247-2200. 

How  Suite  It  Is 

Iyatt  Hotels  &  Resorts  network 
of  130  hotels  and  resorts 
around  the  world,  including  79 
hotels  and  11  resorts  in  the 
;.,  Canada,  and  the  Caribbean, 
tinues  to  stay  in  the  forefront  of  the 
lly  competitive  hotel  business  with 
lewsworthy  inducements  and  spe- 
programs. 

'The  latest  word  from  the  Chicago- 
ted  corporation  is  that  Hyatt  plans 
introduce  its  first  all-suite  hotel 
:  3  suites)  at  a  busy,  pricey  Michigan 
^  nue  location  in  Chicago.  It  will  be 
I  first  all-suite  hotel  product  built  by 
i.iajor  chain  to  cater  to  the  upscale 
Ifket,  and  it  will  be  luxurious. 
1  re  will  be  separate  bedrooms  and 
I  g  rooms,  with  full  amenities  and 
Hces. 
Darryl  Hartley- Leonard,  president, 
lift  Hotels  Corporation,  points  out 
*  while  all-suite  hotels  are  one  of  the 
asst  growing  segments  of  the  hotel 
w  ness,  they  were  previously  aimed 
I  e  mid-market  level,  offering  limited 
ibices.  Now  Hyatt  is  changing  all 
N,  and  is  so  bullish  on  the  all-suite 
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philosophy  that  it  plans  to  build  or  op- 
erate a  number  of  all-suite  hotels  in  the 
future.  The  Michigan  Avenue  location 
is  scheduled  for  a  1990  opening. 

In  another  development,  Hyatt  is 
competitive  with  the  top  hotels  that  are 
taking  advantage  of  the  new  technol- 
ogy that  makes  life  easier  for  the  busi- 
ness traveler.  Hyatt  may  be  the  leader, 
with  its  state-of-the-art  telecommunica- 
tions facilities,  in  providing  personal 
computer  (PC)  compatible  rooms. 
Guests  at  25  of  the  chain's  84  U.S. 
properties  alone  can  now  have  access 
to  a  second  line.  The  Park  Hyatt  in 
Washington,  D.C.,  a  model,  now  thinks 
of  its  rooms  as  mini-offices,  each  with 
two  lines  and  telephones  with  data- 
ports.  Guests  can  also  request  echo- 
less  speaker  phones,  ideal  for 
conference  calls.  And  voice  mail  too  is 
available. 
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wards,  continues  to  boom  along.  A 
membership  fee  of  $25  can  literally 
open  some  mighty  hospitable  doors. 


While  Hyatt  awaits  the  all-suite  ho- 
tels to  begin  operation,  the  chain's 
Gold  Passport  frequent  traveler  pro- 
gram featuring  more  than  20  special 
guest  services  and  a  top  award  of  a 
ten-night  dream  vacation,  plus  all  sorts 
of  other  goodies,  bonuses,  and  re- 


Up  And  Away  With  TWA 

If  more  business  people  are 
flying  TWA  these  days,  it  may 
be,  in  part,  because  of  the  in- 
ducements offered  by  TWA's 
Preferred  Traveler  Program,  with 
its  special  privileges  and  up- 
grades. Here's  what  they  sug- 
gest when  seeking  a  First  Class 
Upgrade  on  TWA  domestic 
flights  and  free  Ambassador 
Class®  upgrades  on  interna- 
tional flights.  TWA  suggests  the 
following: 

Make  sure  you  hold  a  con- 
firmed reservation  on  a  TWA 
flight  for  any  published  one-way 
fare  marked  C,  Y  or  M.  At  the  air- 
port present  your  ticket  and  Gold 
Privilege  Card  (we  assume  you 
already  have  one);  upgrades  are 
on  a  first-come,  first-served 
basis.  All  available  upgrades  will 
be  granted  at  time  of  check-in 
for  each  flight  segment;  no  stand- 
by list  at  the  boarding  gate 
for  upgrades. 

For  Ambassador  Class 
upgrades  on  TWA  domestic 
flights: 

When  you  reserve  your 
flight,  inform  your  ticket  agent 
that  you  hold  a  Gold  Privilege 
Card.  The  agent  will  then  con- 
firm a  reservation  in  Ambassa- 
dor Class.  When  you  purchase 
your  ticket,  be  sure  to  ask  for  any 
published  one-way  Y  or  M  fare. 
The  agent  will  enter  your  card 
number  into  your  reservation  rec- 
ord, and  you  must  show  your 
card  to  receive  your  ticket. 

The  Gold  Privilege  Card,  in- 
cidentally, entitles  you  to  TWA's 
separate  First  Class/Ambassa- 
dor Class  Check-in  Counters. 
You  also  receive  the  usual  FFB 
bonus  mileage  for  your  up- 
graded seat-50  percent  for  First 
Class,  25  percent  for  Ambassa- 
dor Class.  Moreover,  with  your 
card,  you  also  receive  an  extra 
10  percent  for  your  actual  mile- 
age flown  in  cash.  ■ 
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Quixotic  Resort 


If  a  modern-day  Man  of  La  Mancha 
has  a  dream,  what  does  he  do  to 
fulfill  it?  He  builds  a  resort,  of  course 
-a  luxurious  enclave  attracting  peo- 
ple who  are  drawn  to  relax  and  dis- 
port themselves  in  sybaritic  surround- 
ings of  intense  privacy,  where  nothing 
is  too  good  for  the  clientele  and  only 
the  best  will  do.  And  where  will  one  find 
this  blue  heaven?  In  Palm  Springs. 

The  man  with  the  dream  is  Ken 
Irwin  who,  with  his  wife,  Suzanne,  built 
the  contemporary  La  Mancha  into  a 
luxurious  lifestyle  resort  at  which  Don 
Quixote  himself  might  indeed  take  time 
off  from  tilting  at  windmills.  Here  is  a 
Mediterranean  village  with  a  Spanish- 
Moroccan  architectural  design,  one-  to 
three-bedroom  villas  with  private  pools 
(skinny-dipping  encouraged),  and 
even  some  renting  with  private  tennis 
courts.  Villa  decor  is  a  cross  between 
a  furnished  luxury  home  and  a  fully 
staffed  desert  condominium.  If  you 
want  total  privacy  at  mealtimes,  you 
can  call  on  the  resident  cook  to  whip 
up  a  gourmet  meal  in  your  villa  kitchen. 
You  can  swim  publicly  in  a  lavishly 
landscaped  master  swimming  pool 
with  a  sparkling  waterfall,  play  day  or 
nighttime  tennis,  exercise  in  the  central 
clubhouse  health  spa,  and  play  golf  at 
any  number  of  courses  within  driving 
distance.  For  shopping  forays,  La 
Mancha  graciously  provides  you  with 
a  Chrysler  convertible  Le  Baron. 


Little  wonder  that  Jerry  Hulse  of  the 
Los  Angeles  Times  awarded  La  Man- 
cha five  stars;  and  that  the  New  York 
Times'  Lynn  Rosellini  commented 
after  a  recent  visit,  "If  your  fantasy  is 
Hike  royalty,  stay  at  La  Mancha." 
La  Mancha  cuisine  has  been 
raised  for  Chef  Dietmar's  origi- 
ns based  on  Old  World  rec- 
» easy  on  the  sauces  that 
enk;        iresh  fish,  beef,  and  tender 
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veal  dishes.H"he  wine  list  features 
many  vintages  found  nowhere  else  in 
the  desert. 

La  Mancha  Private  Villas  &  Court 
Club,  444  Avenida  Caballeros,  Palm 
Springs,  CA  92262.  Outside  California 
(800)  854-1298.  In  California  (800) 
255-1773,(619)323-1773. 

The  Flying  Reebok 

If  South  Africa  figures  in  your  busi- 
ness or  travel  plans,  give  a  thought 
to  getting  there  via  an  experienced 
airline  that  is  scarcely  known  in  this 
country  but  has  earned  a  reputation 
during  50  years  as  one  of  the  most 
hospitable  and  comfortable  of  all  inter- 
national carriers. 

South  Africa  Airways  doesn't  land 
or  take  off  from  any  American  city.  To 
get  there  you  must  fly  to  Europe  where 
convenient  and  frequent  flights  ema- 
nate from  major  gateway  cities.  From 
London  you  have  a  choice  of  eight 
weekly  SAA  flights;  from  Frankfurt, 
five;  from  Zurich,  three;  from  Amster- 
dam, two;  and  there  is  a  weekly  flight 
from  Brussels,  Madrid,  Lisbon,  Pans, 
Rome,  and  Athens. 

South  African  Airways,  in  keeping 
with  two  of  its  great  resources,  offers 
Blue  Diamond  (first  class)  and  Gold 
Class  (they  call  it  the  "untaxed  perk") 
service  to  the  traveler.  SAA  promises 
"opulent,  understated  luxury"  in  Blue 
Diamond  class.  There  is  space  to  travel 
comfortably,  and  enjoy  delectable  cui- 
sine with  some  of  South  Africa's  pre- 
mier wines  to  accompany  the  dishes. 
Best  of  all,  perhaps,  is  a  fully  reclining, 
ultra-comfortable  Stratosleeper  seat 
that  allows  restful  sleep  during  the  long 
Europe  to  South  Africa  air  journey. 


Gold  Class  isn't  shabby  either,  with 
wide  seats  and  contoured  cushioning 
and  a  40  percent  reclining  angle  thai 
makes  for  pleasant  snoozing.  You  car 
expect  outstanding  cuisine  and  pre- 
mier South  African  wines,  too.  And  ex- 
pect the  same  attentive  service  the 
passengers  receive  in  Blue  Diamonc 
class. 

Once  in  South  Africa,  SAA  will  at- 
tentively take  care  of  your  travel  needs 
SAA  representatives  will  fix  you  up 
with  a  good  hotel,  make  arrangement? 
for  tours  with  land  operators,  anc 
help  map  out  itineraries  for  the  map 
cities  and  scenic  splendors  of  the 
dramatically  varied  country:  Johan| 
nesburg,  Capetown,  Pretoria,  Durbanj 
the  spectacular  Kruger  game  pre) 
serve,  the  superb  wine  country, 
the  Zulu  settlement. 

As  an  SAA  spokesman  says 
"You're  in  good  hands  with  South  Afrij 
can  Airways." 


Point  Of  Return 


The  rental  car  business  neve 
seems  to  sleep;  there  alway!' 
seems  to  be  a  new  twist  to  help 
the  busy  businessman  speec 
up  his  business  day. 

Take  Hertz,  for  example,  the  Num 
ber  One  car  rental  organization,  whict 
operates  approximately  350,000  vehi 
cles  in  more  than  120  countries  frorrl 
more  than  4,700  locations  worldwide™ 
To  keep  all  this  nonstop  auto  traffic 
flowing  smoothly,  a  recent  Hertz  innoL 
vation  called  "Instant  Return"  considjj] 
erably  speeds  up  rental  returns  a 
major  airports.  It  is  all  accomplish© 
with  hand-held  computers  and  print 
ers.  The  Hertz  electronic  units  enabl< 
an  agent  to  go  to  the  customer's  ca 
"input"  the  proper  car  rental  mforma 
tion,  and  print  out  a  receipt  at  the  ca 
itself.  No  more  fidgeting  and  using  ui 
time  at  the  checkout  counter. 

The  result,  according  to  Brian  J 
Kennedy,  Hertz  Executive  Vice  Pres 
dent  and  General  Manager,  "signif 
cantly  increases  the  speed  with  whid 
customers  receive  rental  receipts.  It  i 
fast,  it  is  convenient,  and  it  provide 
complete  documentation  on  the  de 
tails  of  the  rental  contract."  How  doe 
Hertz  benefit?  By  eliminating  the  e> 
pense  of  mailing  a  complete  agree 
ment  to  the  customer  and  by  reducin 
back-office  processing. 

The  Instant  Return  plan  was 


ow  enjoy  all  the  hallmarks  of  first  class 
n  544  business  class. 


between  Europe  and  Southern  Africa,  enjoy  exceptional 
Klass  service  in  SAA  Gold  (Business)  Class. 
Aaximum  convenience.  SAA's  the  better  connection 
■  v  from  your  choice  of  nine  European  gateways  with  more 
1  stops  than  all  other  airlines  combined. 
loom  for  comfort.  Relax,  work  or  sleep  on  747s 
vgured  for  the  long  haul.  Now  with  new  wider,  contoured- 
tioned,  reclining  seats. 

xtraordinary  food  and  wines.  Enjoy  five-star  meals 
\complimentary  bar  service,  featuring  a  choice  of  menus 
*  Declaimed  South  African  wines — Napoleon  s  favorites! 
prestige  Club  savings.  Membership  stretches  your 
nrs  even  further  (thanks  to  the  rand's  high  exchange  rate!). 
n  on  hotels,  car  rentals,  and  earn  free  tickets  to  SAA's 
y  worldwide  destinations. 

o  treasure  the  enjoyment  of  flying  SAA  Gold  Class,  call 
3j  O-SAA-4768  or  your  travel  agent. 


For  a  free  folio  on  SAA's  exceptional  Gold  Class  Service, 
phone  or  write:  SAA,  900  Third  Avenue, 
New  York,  NY  10022 


NAME:. 
TITLE:- 


COMPANY:. 
ADDRESS: - 


STATE:. 


.ZIP: 


Blue  Diamond  First  Class  Service  information  also  available 
.  .  .  it's  something  else  altogether! 


SOUTH  AFRICAN  AIRWAYS 


gurated  at  Los  Angeles,  San  Fran- 
cisco, and  more  than  half  a  dozen 
other  California  airports.  Since  then 
other  major  airports  throughout  the 
country  have  adopted  the  innovative 
system. 

How  does  one  recognize  the  Hertz 
Instant  Return  agent?  Easy.  He  is  the 
fellow  wearing  the  yellow  visor,  and  he 
comes  to  meet  you,  instead  of  your  go- 
ing to  the  counter  to  sign  out.  The 
printer  and  computer  on  his  high-tech 
system  are  contained  within  a  com- 
pact unit  the  size  of  a  binocular  case 
that  is  strapped  over  his  shoulder.  The 
machinery  is  state-of-the-art  technol- 
ogy and  is  said  to  be  more  powerful 
than  many  desktop  computers. 

Just  keep  your  Hertz  or  any  other 
major  credit  card  handy  and  you'll 
have  your  rental  receipt,  Hertz  prom- 
ises, in  less  than  60  seconds. 

The  Stouffer  Breakation* 

Research-minded  Stouffer  Ho- 
tels &  Resorts  is  clearly  in  the 
vanguard  of  companies  with  a 
novel  approach  to  travel.  After 
closely  examining  and  analyzing  its 
customers'  needs  and  preferences, 
Stouffer  discovered  a  strong  trend  to- 
ward shorter  vacations. 

To  meet  this  need,  the  company 
has  designed  a  series  of  weekend  and 
resort  packages  called  Breakations®. 
In  keeping  with  the  upscale  image  of 
the  company,  and  in  order  to  increase 
and  promote  weekend  business, 
Stouffer  offers  Breakations®  ranging 
from  a  $9,500  "Ultimate  Lifestyle"  Re- 
sort Breakation''  at  the  Stouffer  Grand 
Beach  Resort  on  St.  Thomas,  U.S.  Vir- 
gin Islands,  to  five  weekend  plans 
starting  at  only  $59  offered  at  the  com- 
pany's 25  nonresort  locations. 

Dr.  Ronald  A.  Nykiel,  Stouffer's  sen- 
ior vice  president  of  marketing  (he 
holds  a  doctorate  in  behavioral  stud- 
ies) is  an  enthusiastic  promoter  of  this 
new  travel  inducement: 

"We  knew  we  were  on  to  some- 
thing exciting  when  less  than  a  week 
after  we  launched  the  Breakations" 
concept  in  New  York,  we  heard  people 
in  Los  Angeles  and  southern  California 
Let's  take  a  Breakation1"!'" 

[i  that  he  was  "pleas- 
i  ed"  when  two  "Ultimate 
rt  Breakations*  were 
i  ultra-luxurious  pack- 
age- i  ncopter  pickup  at  the 
airpd            ,  accommodations  in  a 
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tions®-one  at  the  Stouffer  Wailea 
Beach  Resort  on  Maui,  the  other  at  the 
Stouffer  Waiohai  Beach  Resort  on 
Kauai.  Give  yourself  a  break  with  a 
Stouffer  Breakation®.  ■ 


(Look  for  Stouffer's  insert  in  \ 
April  25th  Forbes  500s  issue. 


two-bedroom  suite  with  a  fully  stocked 
bar  and  private  spa,  trips  by  private 
yacht  and  motorboat,  excursions  with 
your  own  chauffeur  and  limousine, 
private  helicopter  transportation  to  a 
secluded  island,  gourmet  food  in 
abundance,  and  to  cap  it  all,  private 
helicopter  service  to  Puerto  Rico 
for  dinner  and  a  whirl  at  the  gaming 
tables. 


At  the  other  end  of  the  scale,  Stouf- 
fer offers  five  Weekend  Breakations®  at 
each  of  the  company's  24  nonresort 
properties-one  for  as  little  as  $59  for  a 
one-night  stay.  The  "Ultimate  Tennis" 
Breakation®  at  the  luxury  Stouffer  Cot- 
tonwoods  Resort  in  Scottsdale,  Ar- 
izona, a  four-day,  three-night  package, 
includes  hours  of  intensive  tennis  les- 
sons and  training  with  a  pro,  along  with 
the  top-flight  resort  amenities.  The 
package  is  priced  at  $999  per  couple. 

Other  Stouffer  offerings  include  the 
following:  the  Magic  Breakation®  at 
Stouffer  Orlando  Resort  in  Florida,  the 
Gold  Breakation"  at  Stouffer  Pmeisle 
Resort  in  Lake  Lanier  Islands,  Geor- 
gia, and  two  Hawaii  Escape  Breaka- 


The  ATC  Advantage 

Air  Travel  Card,  the  world's 
first  charge  card,  has 
added  a  new  service  to 
the  many  it  already  pro- 
vides to  the  more  than  100,000 
companies  that  charge  billions  in 
airspace  to  ATC  accounts. 

As  of  January  1,  1988,  ATC 
offers  comprehensive  car  rental 
coverage  to  all  travelers  who 
purchase  tickets  with  their  ATC 
cards.  Subscribers  to  ATC's 
Executive  and  Enhanced  insur- 
ance programs  will  henceforth 
be  protected  from  liability  for 
theft,  vehicle  loss,  and  vandalism- 
related  damages  to  rental  cars. 
ATC  also  has  increased  the  caps 
on  rental  car  coverage  and  in  still 
another  innovation,  has  added 
Personal  Accident  Insurance  to  "'  "\ 
protect  further  the  rental  car  les- 
see and  the  car's  passengers. 

Charles  B.  Fischer,  executive 
secretary  of  Air  Travel  Card,  is 
bullish  about  the  new  program. 
"We  are  taking  care  of  business 
travelers  in  the  air  and  on  the 
ground,"  he  says.  "As  car  rental 
companies  shift  more  and  more 
responsibility  to  renters.  Air 
Travel  Card  will  continue  its  com- 
mitment to  cover  the  needs  of 
corporations  and  individual  busi- 
ness travelers." 

ATC's  new  coverage  should 
ease  rental  car  drivers'  concerns 
about  any  conceivable  problem 
-collision  or  loss  caused  by  fire, 
theft  or  larceny,  vandalism,  not 
or  civil  commotion,  explosion, 
earthquake,  windstorm,  hail, 
flood,  and  even  contact  with  a 
bird  or  animal,  to  say  nothing  of 
personal  injury  ■ 
That's  coverage. 
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Michael  Alexander  is  a  freelance  writer 
based  in  New  York. 
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An  appeal  to  those 

who  set  corporate 

)erdiems  on  Behalf  of 

those  who  must  sleep 

withyourdecisions. 

of  privileges  available  through 
Corporate  per  diems  have  Those  who  guard  the  com-         the  Gold  Passport®  Frequent  Traveller 

ays  been  viewed  as  a  necessary  evil .    pany  purse  strings  consider  them  nee-       Program 

essary.  While  All  of  which  enables  business 


a  shoestring  just  consider  them  evil. 
But  there  is  hope  for  a  meet- 
ing of  the  minds .  Hope  that  comes 
in  the  elegant  form  of  a  Hyatt®  Hotel. 

In  short,  Hyatt,  the  hotel 
where  most  business  travellers 
would  prefer  to  stay,  is  surprisingly 
no  more  expensive. 

This  preference  can  be 
attributed  not  just  to  Hyatt's 
distinctively  designed  guest 
rooms  and  sweeping  atriums, 
but  to  the  fact  that  everything 
at  Hyatt  is  geared  to  making  a 
trip  easier,  more  productive 
and  more  relaxing. 

In  addition,  to  make  the 

thought  of  returning  to  Hyatt  even 

more  rewarding,  there  are  a  host 


We  invite  you  to  compare  our  competitive  corporate  rates. 
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those  who 
travel  on 


travellers  to  do  something  long 
thought  to  be  impossible: 
maintain  their  dignity. 
Without  ever  having 
to  violate  their 
per  diems. 

TDuch 


travel  on     -r^.  ln( 

Hyatt 


HYATT0HOTELS  8c  RESORTS 


li  Regency  Sew  Orleans  ♦  Hyatt  Regency  DFW'i  Dallas/ Ft.  Worth  Airport)  •  Hyatt  Regency  Chicago  •  Grand  Hyatt  New  York  •  Hyatt  Regency  Atlanta 
reservations  at  any  of  90  Hyatt  Hotels  in  North  America  or  43  Hyatt  International  Hotels,  call  1-800-228-9000,  or  your  travel  planner. 


Now  Hertz  can  give  you  your  receipt  right  at  your  cai 


When  you  return  your  car  to 
Hertz,  now  you  can  get  your  receipt 
in  one  minute  or  less  with  Hertz' new 
Instant  Return.  So  while  you're  busy 
getting  your  luggage  out  of  your  car, 
we're  busy  computing  your  charges. 

That's  because  we  have  developed 
a  revolutionary  new  hand-held  com- 
puter that  eliminates  waiting  in  line. 

During  busy  check-in  periods,  a 
Hert/  representative  will  meet  you  at 
your  car,  take  your  rental  data,  enter 


Lincoln  Town  Car 
Lincoln  Continental 

(or  similar  luxury  car) 


90 


44 


Limited  Availabilitv 


A 
Day 


it  into  the  computer  and  hand  you  a 
printed  receipt  in  a  matter  of  seconds. 

You  won't  have  to  wait  in  lines. 
And  you  won't  have  to  wait  for  a 
receipt  to  come  in  the  mail.  You'll 
have  everything  you  need  to  complet 
your  expense  report,  in  record  time.| 

Hertz  Instant  Return  is  now  avail 
able  for  charge  card  customers  at 
major  airports  across  the  country. 

It's  one  speeding  ticket  you'll  war 
to  get. 


5.00  higher  in  Boston,  Chic  ago,  Washington,  D.C.,  Baltimore,  Philadelphia  and  Detroit.  Rates  available  at  participating  airport 

llbject  to  change  without  notice  and  include  &  limited  number  of  miles  per  day  with  a  charge  for 
I  r  for  drivers  under  25    No  advance  reservation  required.  Holiday  seasonal  surcharges  and  blackout  periods  may  apply. 
■  location,  "ft  ■  prion*]  refueling  service.  I.DVC.  PAI  &  PEC,  LIS  charges  extra.  Hertz  standard  rental 

higher  rates  apply.  Cars  subiect  to  availabilitv.  Call  Hertz  for  details,  1-800-654-3131. 

•  REG  US  PAT  OFF  C  HERTZ  SYSTEM  INC    1988 
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Official  Sponsor  of  the  1988  U.S.  Olympic  Tea 


The  Up  &  Comers 


Lessons 


Esprit  de  Corp.  's  Doug  and  Susie  Tompkins 
milt  a  remarkable  clothing  company,  and 
hen  they  let  it  grow  away. 

How  Esprit 

de  Corp. 

lost  its  esprit 


By  Ralph  King  Jr. 


uring  a  recent  tour  of  his  compa- 
y,  Douglas  Tompkins  suddenly  sum- 
toned  a  reporter  to  his  side.  "I  don't 
ke  the  kind  of  questions  you're  ask- 


ing people  about  us,"  he  snarled. 
"We're  a  private  company.  I  think  I'll 
call  the  Wall  Street  Journal  and  give 
them  the  story.  That's  all  I  have  to 
say."  With  that,  Tompkins  turned 
and  stalked  away. 


It  is  not  easy  watching  a  business 
you've  created  teeter,  especially  a 
business  as  successful  as  Tompkins' 
once  was.  Tompkins  and  his  wife,  Su- 
sie, both  45,  built  and  are  the  sole 
owners  of  Esprit  de  Corp.,  probably 
the  most  innovative  designer  of  casu- 
al fashions  for  young  women  and  chil- 
dren to  hit  American  retailing  in 
years.  Between  fiscal  1979  and  1986 
(ended  June  30)  Esprit's  U.S.  whole- 
sale revenues  shot  from  $75  million 
to  an  estimated  S350  million.  (World- 
wide volume  has  been  reported  in  the 
trade  press  at  SI. 2  billion,  suggesting 
that  Esprit's  global  sales  might  have 
been  as  high  as  S600  million  at  whole- 
sale.) Profits  in  1986  gushed  in  at 
close  to  S70  million  before  taxes. 

But  in  the  last  18  months  Esprit's 
domestic  sales  have  stalled.  Margins 
have  unraveled.  Many  store  buyers 
report  they're  still  ordering  Esprit 
clothes,  but  without  much  enthusi- 
asm. Says  Marshall  Field's  Nancy 
Caplan:  "I  was  not  happy  with  my 
Esprit  business  last  year." 


Drit  de  Corp.  founders  Susie  and  Douglas  Tompkins 

hat  happened  to  that  feel  for  how  young  American  women  want  to  look? 


Lorniinc  Ki  trice 
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ne  ways  an  insurance  company  ke 
an  accident  from  becoming  a  disaster. 


A  true  story. 

On  June  26, 1986,  a  company 
that  provides  gold  and  silver  paint  to 
chinaware  manufacturers  had  a  dev- 
astating fire.  Extensive  damage  was 
done  to  its  building,  equipment  and 
materials.  Sure,  the  company  was 
insured.  But  its  insurance  company 
did  more  than  honor  the  policy. 

IThey  helped  the  business 
•  re-open  quickly.  Once  on  the 
scene,  the  claims  adjuster  assessed 
the  damage  and  helped  the  owners 
figure  out  how  to  resume  business 
as  soon  as  possible. 

2    They  paid  to  erect  a  tempo- 
•  rary  building.  Using  provisions 
in  the  policy  to  pay  for  a  pre-fab 
structure,  the  company  was  able  to 
return  to  business  almost  as  usual 
within  two  weeks. 

3    They  mailed  a  check  right 
•  away.  In  fact,  the  paint  com- 
pany received  its  first  check  for 
$100,000  less  than  five  weeks  after 
the  fire. 

4    They  helped  dig  for  gold.  The 
•  insurance  company  found  that 
a  lot  of  gold  used  in  the  paint  was 
scattered  under  the  debris.  They 
promptly  authorized  a  reclamation 
firm  to  recover  and  clean  over  150 
ounces  of  gold  at  a  cost  far  below 
the  price  of  the  precious  metal. 

5    They  found  a  way  to  dispose 
•  of  toxic  wastes.  The  paint 
company  might  have  had  a  hard 
time  finding  a  reliable  company  for 
such  specialized  work,  but  the  insur- 
ance company  found  a  qualified  com- 
pany to  dispose  of  toxic  material. 


6    They  gave  it  a  personal  touch. 
•  Under  the  company's  policy, 
the  employees  were  surprised  to 
learn  that  they  would  be  reimbursed 
for  their  personal  belongings  lost  in 
the  fire. 

7f    They  paid  to  inventory  the 
•  damage.  Most  people  don't 
realize  that  taking  inventory  of 
an  accident's  damages  is  another 
expense.  But  this  too  was  covered 
under  the  policy. 

8    They  took  out  the  garbage. 
•  Under  the  company's  policy, 
debris  removal  was  covered  down 
to  the  last  cinder. 

9  They  paid  the  claims  on  time. 
•  A  check  arrived  in  September 
and  a  final  check  arrived  in  Decem- 
ber, only  five  months  after  the  fire. 

In  the  end,  the  insurance 
company  did  one  more  thing.  They 
wrote  another  policy.  According 
to  the  company's  owner,  that 
second  policy  was  his  best  "vote  of 
confidence"  in  his  insurance 
company. 

Your  insurance  company  does 
more  than  just  sell  you  a  policy. 

For  information  about  how  we 
keep  accidents  from  turning 
into  disasters,  write  for  our  free 
booklet.  Or  call  1-800-222-1144,  and 
ask  for  extension  F-l. 


For  a  free  copy  of  Insurance  is  more  than  a  policy, 
send  to:  Insurance  Information  Institute, 
Dept.  RR,  110  William  Street,  NY,  NY  10038. 


Name 


Address 


City 


State 


Zip 


No  salesperson  will  call. 


F-l 


Your  Insurance  Company 

We  do  a  lot  more  than  sell  insurance. 


"A  lot  of  people  feel  it's  in  serious 
trouble  and  want  to  leave,"  says  Beth 
Holben,  an  Esprit  advertising  manag- 
er who  quit  six  months  ago.  "There 
used  to  be  a  feeling  of  team  spirit,  but 
I  don't  think  that  exists  anymore." 

What  went  wrong?  "To  Doug  and 
Susie's  credit,  the  company  was  built 
a  lot  on  image,"  replies  an  executive 
at  a  major  West  Coast  retailer  who 
may  soon  cut  the  floor  space  he  gives 
Esprit.  "But  they  have  tremendous 
egos,  and  the  image-building  got  in 
the  way  of  some  very  important  busi- 
ness decisions." 

At  its  height,  Esprit  defined  and 
dominated  the  market  for  high-priced 
junior  sportswear.  Teenagers  couldn't 
get  enough  of  its  colorful,  loose-fit- 
ting sweatshirts  (now  retailing  at  $25 
and  up)  and  its  pants  ($28  and  up). 
Trendy  young  parents  plunked  down 
$30  for  toddlers'  dresses  and  $50  for 
little  girls'  sweaters. 

Susie  Tompkins,  nee  Russell,  had 
started  the  business  on  her  kitchen 
table  in  San  Francisco  in  1968.  Doug 
had  headed  west  to  ski  after  high 
school  and  never  attended  college.  He 
met  Susie  when  he  was  a  ski  bum  and 
she  picked  him  up  hitchhiking  in  the 
Sierras.  The  son  of  a  well-to-do  New 
York  antique  dealer,  Doug  began  to 
manage  Susie's  struggling  little  busi- 
ness after  selling  The  North  Face,  a 
mountaineering  outfitter  he  started. 
Like  so  many  bright,  self-taught  en- 
trepreneurs, the  Tompkinses  made  up 
the  rules  as  they  went  along.  Styles 
based  not  on  Seventh  Avenue  or  mar- 
ket research  but  on  the  intuitions  of  a 
few  key  designers  led  by  Susie  were 
made  all  the  more  appealing  by  the 
free-spirited  image  advertising  (using 
employees  and  customers  instead  of 
models)  masterminded  by  Doug. 

Kids  loved  what  the  Tompkinses 
made,  and  the  retailers  had  to  swal- 
low the  couple's  stiff  terms.  Even 
such  powerful  outfits  as  Marshall 
Field's  and  Bloomingdale's  agreed  to 
install  specially  designed  Esprit  bou- 
tiques, sparsely  stocked  with  dozens 
of  spotlights  and  expensive  high-tech 
fixtures.  Defying  common  industry 
practice,  Esprit  refused  to  pay  stores 
lor  markdowns  on  slow  moving 
goods.  Arrogant?  Yes,  but  the  Tomp- 
kinses K°t  away  with  it. 

At  tspnt's  San  Francisco  hcadquar- 
ters  dubbed  "Little  Utopia"  by  the 
enthusiastic  young  work  force — em- 
ployees enjoyed  sushi  lunches,  the- 
ater tickets  and  adventure  travel,  all 
d  by  the  Tompkinses  In- 
id  hyperactive,  Doug  Tomp- 
ed  himself  in  the  minutest 
ompany  decision  making. 
attention    wandered,    he 
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would  disappear  for  months  at  a  time 
on  wilderness  treks  in  Antarctica  and 
the  Himalayas. 

As  for  helping  to  create  a  lifestyle 
image — crucial  for  all  successful  fash- 
ion products — there  was  method  and 
point  to  Tompkins'  quirkiness.  At 
great  cost  he  constructed  and  operat- 
ed a  high-style  Italian  cafe  not  far 
from  headquarters.  He  chronicled  Es- 
prit's  artistic  flair  in  glossy  tomes — 
and  tried  to  sell  them  at  $50  a  copy. 
He  enlisted  the  world's  best  names  in 
avant-garde  architecture,  photogra- 
phy and  graphic  design,  such  as  Joseph 
D'Urso,  Oliviero  Toscani  and  To- 
matsu  Yagi.  In  replacing  a  warehouse 
floor,  Tompkins  cornered  the  market 
on  ballroom-grade  Douglas  fir  and  in- 
sisted visitors  remove  their  high  heels 
to  walk  on  it. 

What  went  wrong  at  Esprit? 
"To  Doug  and  Susie's  credit, 
the  company  was  built  a  lot 
on  image,"  explains  one 
executive  at  a  major  West 
Coast  department  store. 
"But  they  have  tremendous 
egos  and  the  image- 
building  got  in  the  way  of 
some  very  important 
business  decisions." 

All  this  only  sounds  similar  to  the 
kind  of  attention  Ralph  Lauren,  say, 
puts  into  tending  Polo's  image 
(Forbes,  Apr  21,  1986).  There  is,  in 
fact,  a  difference.  Lauren  keeps  his 
mind  focused  on  the  bottom  line.  The 
Tompkinses?  "Esprit  is  an  interna- 
tional multimedia  work  of  art,"  ex- 
plains Duncan  Dwelle,  an  apparel  in- 
dustry consultant  who  has  known  the 
couple  since  1964.  "Making  money  is 
not  part  of  the  definition." 

In  1984  Tompkins  made  an  ill-con- 
ceived plunge  into  retailing.  He 
opened  15  stores  in  eight  cities,  at  a 
cost  conservatively  estimated  at  $50 
million — never  mind  the  strain  on  the 
company's  thin  managerial  ranks.  Es- 
pnt's  30,000-square-foot  architectural 
extravaganza  in  west  Hollywood 
alone  cost  $16  million. 

Results:  In  August  1987  Tompkins 
sold  Esprit's  huge  New  Orleans  store 
to  a  franchisee.  The  other  stores  are 
believed  to  be  for  sale.  To  conserve 
capital,  Tompkins  has  turned  to  fran- 
chising. There  are  now  at  least  38 
franchised  Esprit  stores  open. 

Protectionism  and  the  falling  dollar 
have  hurt,  too.  Most  of  Esprit's  goods 
are  manufactured  in  the  Far  East,  forc- 
ing Tompkins  to  raise  prices  steadily. 
I  01  spring,  an  Esprit  peach  turtleneck 
cotton  sweater  and   matching  short 


skirt  sell  for  $130 — quite  a  bit  for  a 
teenager  or  co-ed. 

Worst  of  all,  according  to  depart- 
ment store  buyers  Forbes  spoke  with, 
Esprit  has  been  losing  what  had  made 
it  so  successful  to  begin  with — its 
sense  of  what  young  American  wom- 
en want  to  look  like,  the  design  verve 
that  had  made  Esprit  sweaters  and 
skirts  fly  off  the  racks.  A  couple  of 
years  ago  two  star  designers  left.  Es- 
prit missed  out  on  the  "used"  denim 
craze,  which  made  millions  for  the 
Guess  line.  The  Tompkinses  intro- 
duced a  line  of  Esprit  jeans  only  last 
summer. 

"There's  a  lack  of  newness  at  Esprit 
now,  and  they're  holding  back  the  in- 
dustry," complains  one  merchandis- 
ing manager  at  a  southwestern  chain. 
Susie  Tompkins  wants  the  line  to  ma- 
ture with  its  customers.  Doug  wants 
to  stick  with  the  teenyboppers.  Com- 
promise has  dulled  the  image.  Says 
Bloomingdale's  operating  vice  presi- 
dent, James  Gundell:  "They  need  to 
be  better  defined." 

When  the  slowdown  hit  "Little 
Utopia"  in  late  1986,  Esprit  was  still 
preparing  for  rapid  growth.  Trying  to 
cope  with  the  situation,  Doug  Tomp- 
kins has  found  himself  in  the  uncom-' 
fortable  role  of  firing  people  and  keep- 
ing a  beady  eye  on  costs,  big  and 
small.  The  work  force  has  been  cut  by 
30% .  Regular  raises  and  bonuses  have 
been  dropped,  along  with  plans  to 
build  a  $120  million  corporate  cam- 
pus. Employees  now  pay  for  personal 
phone  calls  and  coffee.  Several  senior 
people  have  left,  including  President 
Roger  Kase  and  Senior  Vice  President 
Thomas  Moncho. 

The  Tompkinses  hope  to  restore  Es- 
prit to  its  former  glory,  and  perhaps 
they  can.  Doug  has  turned  over  daily 
operating  duties  to  Corrado  Federico, 
a  longtime  aide,  and  brought  in  two 
Seventh  Avenue  veterans,  Dick  Baker 
from  Izod  and  Ed  Jones  from  Calvin 
Klein,  to  manage  the  newly  consoli- 
dated major  apparel  divisions.  In  Janu- 
ary Esprit  introduced  a  bed  and  bath 
line,  licensed  through  West  Point- 
Pepperell.  There  is  a  plan  to  offer  Ital- 
ian-designed menswear  soon.  Foreign 
operations  remain  healthy. 

Tompkins  himself  is  sticking  closer 
to  home  and  seems  determined  to 
forge  better  relationships  with  the 
store  buyers.  Of  Esprit's  problems,  in 
a  recently  televised  series  on  fast-, 
growing  companies,  he  joked:  "Our 
banks  say  this  is  textbook  stuff.  We 
just  wish  we'd  read  the  textbook." 

But  no  real  businessman  needs  a 
textbook  to  know  that  a  successful 
merchandising  image,  like  virtue,  is 
more  easily  retained  than  regained.  ■ 
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Healthcare  Compare's  Dr.  Robert  Becker 
used  to  treat  patients  for  allergies.  Now  he 
treats  employers  for  sky-high  medical  bills. 

Now  about  that 

appendectomy, 

Doctor 


staff  of  doctors  call  physicians  and  ask 
if  they  really  need  to  hospitalize  a 
patient  six  days  for,  say,  routine  gall- 
bladder surgery.  Aren't  three  days 
enough?  Okay,  four,  but  that's  it.  "I 
like  jousting  at  windmills,"  says 
Becker. 
Becker's      company,      HealthCare 


By  Ruth  Simon 


F|  or  fun,  Dr.  Robert  Becker  col- 
lects fountain  pens,  rare  coins 
and  mounted  sharks  from  his 
fishing  trips.  For  profit,  he  collects 
sizable  savings  on  corporate  em- 
ployees' health  care  costs.  Becker's 


Compare  Corp.  of  Downers  Grove, 
111.,  is  now  one  of  the  largest  players  in 
the  burgeoning  business  of  "utiliza- 
tion review."  In  this  business,  doc- 
tors' and  hospitals'  prospective  treat- 
ment plans  are  scrutinized  on  behalf 
of  customers — usually  corporations 
or  health  insurance  carriers — by  peo- 
ple who  know  how  to  spot  excessive 
medical  services  and  hospital  stays. 
"We  try  to  manage  costs  a  dollar  at  a 
time,"  explains  HealthCare  Compare 
President  James  Smith,  a  former  Tex- 
as Instruments  marketer  who  joined 
the  company  in  1984.  "We  don't  be- 
lieve there's  one  big  easy  remedy  out 
there." 

With  health  care  costs  and  medical 
insurance  premiums  still  on  the  rise 
and  threatening  to  soar,  such  dollar 
pinching  is  urgently  needed.  "Our 
concern  is  that  we're  starting  to  enter 
one  of  those  spirals  of  15%  to  30% 
price  increases,"  frets  Randall  Berg, 
director  of  compensation  and  benefits 
for  Libbey  Owens  Ford,  which  will 
pay  HCC  about  $24  per  employee 
($192,000  all  told)  this  year  to  review 
its  employees'  medical  care.  Also 
among  HCC's  11,000  clients  are  Mu- 
tual of  Omaha  and  General  American 
Life  Insurance,  which  market  HCC's 
services  to  their  customers,  and  large- 
ly self-insured  corporations  such  as 
McDonald's  and  Control  Data. 


WHEN  COMPROMISE  IS  OUT  OF  THE  QUESTION 


Pd&Mtr 


For  the  name  of  the  Peterbilt  dealer  nearest  you  call:  1-800-447-4700 


A  DIVISION  OF 
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HealtbCare  Compare's  James  smith  andDr  Robot  Becker 
"We  try  to  manage  costs  a  dollar  at  a  time." 


Under  HCC's  basic  review  program, 
employees  contemplating  hospitaliza- 
tion for,  say,  a  gallbladder  operation 
must  call  HCC's  toll-free  number  a 
few  days  before  being  hospitalized  (or, 
in  the  case  of  emergencies,  within  two 
days  of  being  admitted).  One  of  HCC's 
200-plus  reviewers — all  trained 
nurses — takes  down  basic  patient  in- 
formation, creating  a  computerized 
chart  used  to  determine  whether  the 
proposed  treatment — six  days  of  hos- 
pitalization for  that  gallbladder  opera- 
tion— falls  within  national  standards. 
If  it  docs,  the  treatment  is  approved. 

And  if  the  proposed  treatment  ex- 
ceeds the  HCC  norm?  Then  the  case 
is  bounced  to  one  of  the  company's  15 
staff  physicians  for  review.  If  the  phy- 
sician decides  that  six  days'  hospital- 
ization for  the  gallbladder  operation  is 
too  much,  he  calls  up  the  patient's 
physician  and,  doctor-to-doctor,  tries 
to  negotiate  the  proposed  treatment 
down  to  three  or  four  days.  If  the 
physician  refuses  to  negotiate,  the  pa- 
tient may  wind  up  paying  a  bigger 
chunk  of  the  bill. 

Becker  says  HCC  refers  40",,  of  its 
Lists  to  its  physician-reviewers,  far 
more  than  competitors  do.  And  that, 
Di  Alan  Korn,  the  director  of 
HCC'S  medical  department,  is  an  bri- 
dge. "A  doctor  will  never  be 
>le  to  insurance  clerks  and 
-onally  be  accountable  to 
ays  Korn,  "but  he  will  al- 
peers  " 
spent  26  years  treating 


allergies.  In  the  early  Seventies,  he  set 
up  the  Foundation  for  Medical  Care  in 
Johet,  111.,  which  provides  medical 
peer  reviews  for  Medicare  and  Medic- 
aid. In  1982  he  decided  the  time  had 
come  to  sell  peer  review  to  corpora- 
tions. "There  was,"  he  recalls,  "great- 
er [medical]  cost  shifting  to  the  pri- 
vate sector,  which  created  a  greater 
need  for  cost  management." 

To  start  Healthcare  Compare, 
Becker  raised  $850,000  by  selling  his 
medical  practice,  mortgaging  his 
house  and  cashing  in  his  pension  plan 
Still  undercapitalized,  he  turned  to 
his  best  friend,  Ronald  Galowich,  a 
lawyer  who  now  manages  the  real  es- 
tate holdings  of  Chicago's  wealthy 
Pritzker  family.  Galowich  put  up 
some  money  and  persuaded  the 
Pntzkers,  Indianapolis  shopping  cen- 
ter developer  Melvin  Simon  and  other 
well  heeled  friends  to  put  up  S2  mil- 
lion tor  61%  of  HCC.  Galowich  also 
brought  in  Iim  Smith,  a  strong  opera- 
tions executive,  as  HCC's  president. 
For  his  trouble,  Galowich  today  owns 
6.2%  of  the  company's  4.2  million 
shares  outstanding;  Becker  owns 
,  and  the  Pntzkers  24%.  HCC 
went  public  in  May  at  Sll  a  share. 
After  sinking  to  7%  in  October,  the 
stock,  65%  owned  by  insiders,  recov- 
ered to  a  recent  15. 

Clearly  this  is  a  good  business  In 
fiscal  1987  (ended  last  Aug.  31] 
HcalthCarc  Compare  Corp.  earned 
$1.2  million,  or  37  cents  per  share,  on 
revenues  of  SI  1.6  million,  more  than 


double  its  results  in  fiscal  1986.  For 
fiscal  1988,  Vivian  Wohl  of  Robert- 
son, Colman  &  Stephens  expects  the 
company  to  earn  S2.5  million  on  reve- 
nues of  $27  million. 

These  results  may  be  attracting 
some  potentially  tough  competitors — 
health  insurance  companies,  includ- 
ing the  very  carriers  using  HCC,  who 
might  bring  the  utilization  review 
business  in-house.  "It  could  be  a  po- 
tential thrust  for  us,"  agrees  Alana 
Cox,  manager  of  cost  containment  for 
General  American,  a  big  insurance 
company  now  buying  HCC's  services. 

But  Becker  and  his  HCC  colleagues 
figure  they  can  handle  the  competi- 
tion. The  company  is  bringing  out 
new  products  like  reviews  of  outpa- 
tient surgery  and  chiropractic  and 
dental  work.  It  also  intends  to  use  its 
data  on  doctor  and  hospital  practices 
to  set  up  preferred  provider  organiza- 
tions (PPOsI,  which  negotiate  reduced 
fees  for  medical  care.  In  February 
Becker  announced  plans  to  acquire 
Affordable  Health  Care  Concepts,  a 
Sacramento-based  data  supplier  and 
PPO  organizer,  in  a  stock  deal  valued 
at  $13.5  million. 

"We're  now  helping  to  control  the 
use  of  units  of  care,"  explains  Smith.- 
"The  next  step  is  to  go  to  hospitals  or 
groups  of  doctors  on  behalf  of  our  cli- 
ents and  negotiate  prices." 

With  the  country  now  spending 
around  $500  billion  a  year  on  health 
care,  there  is  no  end  of  fat  to  be  pared 
away  by  companies  like  this  one.  ■ 
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PRESENTING  THE  PEUGEOT  180HP  TURBO  S. 

rhe  legendary  BMW  325.  By  many  car  enthusiasts  it's  regarded  as 

■  most  exhilarating  performance  sedan  you  can  drive  today. 

3ut  were  you  to  spend  a  few  minutes  on  a  test  track  behind  the 
eel  of  the  new  Peugeot  Turbo  S,  you  might  well  be  convinced  that 

■  legend  is  riding  on  its  reputation. 

-Vith  a  fully-integrated,  turbo-charged  engine  that  develops  180  hp 
i  205  Ibs./ft.  of  torque,  the  Peugeot  Turbo  S  would  rocket  you  from 
'standing  start  to  a  speed  of  60  mph  in  a  heart-pounding  7.9 
:onds.  Pinning  you  to  your  infinitely-adjustable,  orthopedically- 
iigned  bucket  seat  in  the  process.  The  less  muscular  121  hp  325 
uld  require  a  full  10  seconds  to  accomplish  the  same  task. 
Nlext,  the  Turbo  S  would  whisk  you  through  the  quarter  mile  in  just 
3  seconds  while  the  325  would  need  more  than  another  second  to 
you  across  the  finish  line. 
Df  course  a  car  that  puts  this  kind  of  power  at  your  disposal  (even 


the  sound  system  features  12  speakers  and  200  watts  of  power)  would 
be  irresponsible  unless  it  were  designed  to  give  you  complete  control 
over  it.  That's  why  the  Peugeot  Turbo  S  is  equipped  with  fully  indepen- 
dent suspension,  precise  electronically  controlled,  variable-assist 
power  steering  and,  of  course,  computerized  ABS  braking. 

The  505  Turbo  S  offers  you  a  5-year/50,000-mile  power-train 
limited  warranty  and  arguably  the  best  roadside  assistance  plan 
available:  AAA.*  So  why  not  call  1  -800-447-2882  for  the  name  of  the 
Peugeot  dealer  nearest  you,  and  arrange  for  a  test  drive.  And  if  you 
emerge  from  it  a  little  too  excited,  you  know  what  to  do. 

*AAA  services  are  available  at  participating  AAA  offices  throughout  the  USA  and  Canada  Membership  sub|ect  to 
the  rules  and  regulations  of  AAA. 

©1987  Peugeot  Motors  of  America,  Inc. 
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Strategies 


Gerald  Stephens  RLI  Corp.  has  coined 
money  by  insuring  everything  from  con- 
tact lenses  to  Beverly  Hills  mansions.  So 
why  have  investors  cooled  on  the  stock? 

Risky  businesses 


By  Janis  Bultman 
and  Jan  Parr 


It's  hard  to  argue  with  Gerald 
Stephens'  success.  In  1961  Ste- 
phens, then  a  Peoria  insurance 
agent,  and  an  optometrist  partner 
formed  Replacement  Lens  Inc.  when 
Stephens  could  find  no  one  to  insure 
his  new  contact  lenses.  Sold  through 
eye  care  professionals,  the  lens  insur- 
ance quickly  caught  on  and  is  still 
fueling  RLI  Corp.'s  growth.  Last  year 
RLI,  much  expanded  beyond  the  con- 
tact lens  business,  earned  $14  million 
($2.27  a  share)  on  premiums  of  $104 
million.  Its  five-year  average  return 
on  equity  is  19%,  compared  with  the 
property  and  casualty  industry  aver- 
age of  11.4%.  RLI  appeared  among 
Forbes'  Best  Small  Companies  in  1987 
[sec  Forbes,  Nov.  !(■>)■ 

Stephens'  original  contact  lens 
business  is  a  money  machine.  RLI 
netted  nearly  17  cents  for  every  lens 
premium  dollar  in  1986,  whereas  the 
property  and  casualty  industry  as  a 
whole  lost  3  cents  per  premium  dollar 
in  1986,  the  latest  year  for  which  fig- 
ures are  available. 

But  how  to  redeploy  this  cash  flow? 
One  answer  is  selling  additional  prod- 
ucts through  the  same  channel.  RLI 
has  a  list  of  nearly  40,000  eye  care 
outlets  that  distribute  its  contact  lens 
insurance.  RLI  sells  office  products  to 
those  small  businesses;  last  year  it 
booked  sales  of  $5  million  in  IBM 
person.il  computers  and  i  ffice  man- 
software  to  that  same  cus- 
which   is  up  fit  m   $1.7 

nt.int,     however,     Ste- 
ely sought  othei 
u.  niches      overlooked — or 
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ri.i  Corp  !s  Gerald  Stephens 

Please,  no  earthquakes. 

avoided — by  larger  insurers.  So  RLI's 
ophthalmology  business  now  repre- 
sents only  about  25%  of  RLI's  reve- 
nues and  20%  of  its  earnings. 

Stephens'  specialty  lines  are  often 
risky  but  extremely  lucrative.  For  ex- 
ample, RLI  insures  officers  and  direc- 
tors of  startup  companies,  shunned  by 
most  carriers  because  it's  difficult  to 
gauge  the  degree  ot  risk  in  a  company 
with  no  record.  But  Stephens  bets  that 
most  potential  problems  are  screened 
out  by  the  investment  bankers'  due 
diligence  investigations  before  the 
companies  go  public.  RLI,  says  Ste- 
phens, earns  handsome  profits  on  this 
line  by  charging  directors  very  high 
premiums — a  minimum  of  $20,000 
for  coverage  of  $1  million,  compared 
with  $31,000  for  $5  million  of  liabil- 
ity coverage  tor  executives  of  compa- 
nies with  longer  track  records. 

"We  get  [the  directors]  for  three 
years,"  says  Stephens,  "until  a  bigger 
company  comes  along  and  takes  their 
business."  Along  the  same  lines,  RLI 


has  created  liability  policies  for  mem- 
bers of  the  American  Psychiatric  As- 
sociation, and  recently  introduced  li- 
ability insurance  for  "light  hazard" 
professionals,  including  social  work- 
ers, nurses  and  dental  hygienists. 

And  then  there  are  Stephens'  flops. 
Three  years  ago  he  introduced  mug- 
ging insurance  for  pharmacists.  Two 
signed  up.  He  offered  insurance  for 
high  school  and  college  class  rings  and 
insurance  for  classic  cars.  These,  too, 
bombed.  Another  effort,  insurance  for 
those  who  sell  or  dispense  liquor, 
brought  a  deluge  of  large  claims.  RLI 
has  lost  $12  million  in  the  last  three 
years  by  buying  reinsurance  from  in- 
solvent providers  who  could  not  pay 
for  their  share  of  losses. 

RLI's  greatest  risk  lies  in  the  part  of 
the  business  that  contributes  the 
most  to  the  bottom  line:  its  Los  Ange- 
les-based G.V.  Reardon  division, 
opened  in  1984  and  headed  by  Vince 
Reardon.  The  Reardon  division 
earned  22%  of  RLI's  $14  million  in 
profits  last  year.  In  return,  Reardon 
earned  almost  $1  million  last  year, 
three  times  as  much  as  Stephens. 

Reardon  insures  southern  Califor- 
nia celebrity  homes  against  fire  and 
commercial  buildings  against  earth- 
quakes. Both  lines  have  been  shunned 
as  too  costly  and  too  specialized  by 
large  insurance  companies.  But  Rear- 
don justifies  the  fire  insurance  line  on 
the  grounds  that  most  mansions  are 
well  guarded  and  have  sophisticated 
alarm  systems,  and  tend  to  suffer 
losses  at  lower  rates  than  the  average 
home.  Because  the  big  insurers  aren't 
in  the  market,  Reardon  can  charge 
handsomely — a  minimum  premium 
of  $10,000  for  $1  million  in  coverage. 

On  the  earthquake  insurance,  Rear- 
don limits  risks  through  reinsurance. 
Any  serious  earthquake  would  proba- 
bly destroy  large  parts  of  the  insur- 
ance industry,  RLI  included,  but  Rear- 
don thinks  chances  of  that  arc  slim. 

Perhaps  because  of  the  earthquake 
lines  and  reinsurance  losses,  and  de- 
spite Stephens'  strong  record,  RLI's 
stock  hasn't  fared  well  of  late.  It  re- 
cently traded  near  10,  up  from  a  post- 
crash  low  of  7  but  just  half  of  its  high 
for  the  last  year.  At  10,  it  trades  near 
book  and  at  just  4.5  times  earnings, 
far  below  the  property  and  casualty 
industry  average  multiple  of  over  17. 

"We're  the  maverick,"  says  Ste- 
phens. "If  you  don't  try  new  things, 
you'll  never  succeed,  and  many  things 
we've  done  have  been  extremely  in- 
novative— and  extremely  profitable." 
But  investors,  with  becoming  pru- 
dence, seem  less  concerned  with  what 
has  gone  right  at  RLI  than  with  what 
might  go  wrong.  ■ 
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The  reason  for  this  generosity  is  simply  to 
lebrate  our  new  partnership  with  United  Airlines' 
ileage  Plus  frequent  flyer  program. 

And  the  details  are  also  mercifully  simple.  Take 
*iy  roundtrip  KLM  transatlantic  flight  between 
>w  and  August  31st,  1988  and  you'll  receive  an  extra 
;, 000  bonus  miles. 

In  addition,  if  you  fly  5,000  actual  miles  on 
|nited  Airlines  during  the  same  period,  you'll  earn 
jiother  10,000  bonus  miles. 

Of  course,  as  you  might  expect,  this  offer  is  lim- 

tagePLUS*  is  a  registered  service  mark  of  United  Airlines,  Inc.  This  offer  applies  to  US.  and  Canadian 


ited  to  one  20,000-mile  bonus  per  person  and  to  U.S. 
and  Canadian  residents  only. 

Fortunately,  however,  the  other  benefits  of  fly- 
ing KLM— its  award-winning  service  and  a  network 
with  more  flights  to  more  cities  in  Europe,  Africa 
and  the  Mideast  than  all  U.S.  airlines  combined— are 
limited  only  by  the  number  of  trips  you  take.  So  call 
your  travel  agent  or  KLM.  The  airline  of 
the  seasoned  traveler. 

The  Reliable  Airline  KLM 


residents  only. 


Royal  Dutch  Airlines 


undervalued  assets  stretching  from 
to  Arizona,  Lonrho  Pic.  is  an  asset- 
stripper's  dream.  But  between  the  dream 
and  reality  stands  Tiny  Rowland. 

Inside  Lonrho 
today 


lonhro's  Roland  Walter  Ron  land 

"If  I  were  ten  years  younger,  I'd  make  an  offer  myself."  HclT Mjrl„„ ,Maiwum 


By  Pranay  Gupte 


In  London  financial  circles, 
talk  is  of  the  future.  "One  keeps 
hearing  a  lot  about  'After  Tiny, 
what?'  "  says  Kitcat  &  Aitken's  Rob- 
ert Carpenter,  "and,  'After  Tiny, 
who?'  " 

"Tiny"  is  Roland  Walter  Rowland. 
He  is  called  Tiny  because  he  is  any- 
thing but — even  at  70  he  stands  a  fit 
and  energetic  six  feet  two  inches.  The 
succession  question  is  of  some  impor- 
tance because  Lonrho  Pic,  the  $5  bil- 
lion   (revenues)    conglomerate    Row- 
hind   built   practically   from   scratch, 
■  be  substantially  underval- 
ue London  stock  market.  In- 
ires'  Micha  1  Price 

16  million  sh i 

>ck.  That  m. 
sed    mutual   fun< 
l  bareholder   aftei 
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Tiny  Rowland.  Mutual  Shares  Vice 
President  Philippe  Brugere-Trelat, 
who  watches  over  the  fund's  Lonrho 
holding,  insists  Lonrho  is  worth  £5.50 
a  share,  as  against  its  recent  London 
Stock  Exchange  price  of  £2.58. 

Would  shareholders  be  best  served 
were  Tiny  Rowland  to  step  aside  and 
Let  the  asset  strippers  carve  up  the 
pie — or,  better  yet,  carve  it  up  him- 
self? Probably.  But  Tiny  Rowland  has 
no  intention  of  stepping  aside  or  carv- 
ing up  Lonrho.  "Lonrho  is  my  entire 
life  "  says  Rowland.  "It  1  had  to  do 
things  all  over  again,  1  wouldn't 
change  a  day — not  a  single  day." 

Against  the  standard  of,  say,  Occi- 
dental Petroleum's  Armand  Hammer, 
Tiny  Rowland  is  still  a  young  man. 
Lonrho  regulations  stipulate  that 
when  directors  reach  70,  an  age  that 
Rowland  reached  on  Nov.  27,  their 
continued  tenure  must  be  approved 


by  shareholders.  At  the  company's  an- 
nual meeting  on  Mar.  25  Lonrho's 
52,000  shareholders  will  vote  on  that 
requirement  as  it  applies  to  Rowland. 
Approval  is  expected. 

It  is  not  hard  to  see  why  the  stock 
market  finds  Lonrho  a  difficult  crea- 
ture to  value  properly.  "I've  been  a 
jack-of-all-trades,"  says  Rowland,  and 
the  company  bears  him  out. 

Today  Lonrho  is  one  of  the  world's 
biggest  distributors  of  automobiles.  In 
Britain,  Europe  and  Africa,  Lonrho 
sells  Rolls-Royces,  Volkswagens,  Au- 
dis,  Mercedes,  and  also  French,  Japa- 
nese and  American  cars.  The  compa- 
ny is  the  third-biggest  producer  of 
platinum  (it  owns  100%  of  Western 
Platinum  mines  in  South  Africa, 
which  turn  out  258,000  ounces  annu- 
ally). It  is  a  major  producer  of  gold  in 
Ghana  and  in  Zimbabwe;  total  pro- 
duction is  about  442,000  ounces  a 
year.  Lonrho  publishes  one  of  Brit- 
ain's largest  Sunday  newspapers,  The 
Observer,  and  23  provincial  newspa- 
pers in  the  U.K.  Lonrho  is  also  the 
largest  single  producer  of  food  in  Afri- 
ca, owning  1.5  million  acres  and 
125,000  cattle  in  ten  countries. 

In  the  U.S.,  Rowland  paid  $173  mil- 
lion in  1986  for  oil  and  gas  proper- 
ties— including  600  producing 
fields — in  partnership  with  his  old 
friend  Robert  O.  Anderson,  former 
Arco  chairman.  The  two  men  co-own 
the  Hondo  Co.,  and  hope  to  build  a 
natural  gas  pipeline  through  Alaska. 
Also  in  the  U.S.,  Rowland  bought,  for 
some  $200  million,  tycoon  Daniel  K. 
Ludwig's  Princess  Hotel  Group  be- 
tween 1979  and  1981.  The  newest 
unit  of  this  resort-hotel  chain — which 
has  some  4,000  rooms — was  inaugu- 
rated last  month  in  Scottsdale,  Ariz. 

Add  up  all  the  bits  and  pieces,  and 
you  have  a  group  consisting  of  800 
operating  entities  doing  business  in 
84  countries  on  four  continents — al- 
though Africa  is  by  far  the  most  im- 
portant contributor  to  Lonrho's  earn- 
ings (see  chart,  p.  1U2) 

Books  have  been  written  about 
Rowland  and  Lonrho.  Their  histories 
are  fairly  well  known  but  bear  some 
retelling.  He  was  born  Roland  Walter 
Fuhrhop,  in  India.  His  father  was  Ger- 
man, his  mother  British.  As  a  young 
entrepreneur  after  World  War  II,  Row- 
land produced  refrigerators,  car  radios 
and  washing  machines  and  started  an 
air  cargo  business. 

In  1948  Rowland  moved  to  what 
was  then  southern  Rhodesia  and  is 
now  Zimbabwe.  By  1961  he  had  be- 
come wealthy  through  farming,  dis- 
tributing Mercedes  cars,  mining  inter- 
ests and  a  well-paid  job  as  finance  and 
commercial    director    with    what   is 
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For  Bill  Demby,  the  difference  means 
getting  another  shot. 


1  n  Bill  Demby  was  in  Vietnam,  he 
*,  to  dream  of  coming  home  and  play- 
£  little  basketball  with  the  guys. 
.  dream  that  all  but  died  when  he  lost 
>'  his  legs  to  a  Viet  Cong  rocket. 


But  then,  a  group  of  researchers  dis- 
covered that  a  remarkable  Du  Pont  plastic 
could  help  make  artificial  limbs  that  were 
more  resilient,  more  flexible,  more  like 
life  itself. 

Thanks  to  these  efforts,  Bill  Demby 


is  back.  And  some  say,  he  hasn't  lost  a 
step. 

At  Du  Pont,  we  make  the  things  that 
make  a  difference. 


Better  things  for  better  living. 


*£&  U  S  FOT  a  TM  Of? 


The  Lonrho  picture 


Reflecting  its  history,  Lonrho  still  makes  most  of      moves  into  the  U.S.  and  the  Far  East  may  change 
its  money  in  the  U.K.  and  Africa.  Tiny  Rowland's      the  picture. 


Sales  Profits 
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*  Conversion  to  U  S  dollars  based  on  annual  Sep)    JO  exchange  rales 


now  one  of  the  world's  largest  mining 
companies,  Rio-Tinto  Zinc.  In  1961, 
when  he  was  44,  he  was  recruited  to 
the  London  &  Rhodesia  Mining  & 
Land  Co.  by  the  company's  then  di- 
rector, the  Honorable  Angus  Ogilvy, 
who  later  married  Queen  Elizabeth 's 
cousin,  Princess  Alexandra. 

In  exchange  for  some  African  as- 
sets, Rowland  was  given  a  48%  share 
in  Lonrho — hardly  a  fortune.  Founded 
in  1909,  the  concern  had  fewer  than 
200  workers,  including  6  in  London. 
Annual  sales  were  £4  million  ($11 
million  at  the  1961  exchange  rate  ot 
$2.80  toil)  and  market  capitalization 
was  £232,000  ($650,000). 

In  1987  Lonrho  employed  124,000 

people  worldwide  and  earned  a  record 

7   million,   pretax,   on   sales   ot 

$4.9    billion.    The    stock    has    been 

:    Rowland's    15  .  -        ,,t 

vorth  some  $26?.  million. 

Rowland  quick- 

ig  Lonrho's  mtei 

es  ibabwe  but  also 


north  of  the  Limpopo  River,  in  neigh 
boring  Malawi,  Zambia,  Kenya,  Zaire 
and  Tanzania.  In  the  process  he  made 
lasting  personal  and  political  friend- 
ships with  men  who  became  Africa's 
leaders:  Presidents  Kamuzu  Hastings 
Banda  of  Malawi,  Kenneth  Kaunda  of 
Zambia,  Daniel  arap  Moi  of  Kenya 
and  Mobutu  Sese  Seko  of  Zaire. 

1  .ist  year  18%  of  Lonrho's  revenues 
and  some  49%  of  its  pretax  earnings 
came  from  Africa.  Business  aside, 
Rowland  says:  "I  have  a  deep  and 
abiding  love  tor  Africa." 

In  1961  he  obtained  the  lucrative 
Beira  oil  pipeline  linking  landlocked 
Rhodesia  to  what  was  then  the  Portu- 
guese colony  ot  Mozambique.  When 
Rhodesia  s  Ian  Smith  announced  his 
Unilateral  Declaration  of  Indepen- 
dence in  1965,  Rowland  shut  down 
the  Beira  pipeline,  in  compliance  with 
British  sanctions 

In  the  early  1970s,  in  the  midst  of 
efforts  by  some  Lonrho  insiders  to 
oust    Rowland,    the    British    govern- 


ment launched  an  investigation  into 
charges  that,  among  other  things, 
Lonrho  was  violating  the  Rhodcsian 
sanctions.  In  1973  the  government  is- 
sued a  600-page  report  that  essentially 
cleared  Rowland  of  the  sanctions- 
busting  charges.  The  investigators 
did,  however,  find  that  some  ques- 
tionable (but  not  illegal)  payments 
had  been  made,  including  payments 
made  by  Lonrho  to  the  Cayman  Is- 
lands account  of  its  then  chairman, 
Lord  Duncan-Sandys,  Winston  Chur- 
chill's late  son-in-law.  Thus  was 
spired  then  Prime  Minister  Edw 
Heath's  famous  characterization 
Lonrho  as  "the  unpleasant  and  unac- 
ceptable face  of  capitalism." 

Counters  Zambia's  President 
Kaunda  to  Forbes,  "Tiny  Rowland  is 
a  capitalist  with  a  human  face." 

In  1976  Rowland  launched  his  own 
attack  on  the  country's  establishment 
when  he  charged  that  British  Petro- 
leum, half-owned  at  the  time  by  the 
government,  and  Shell  had  broken  the 
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PLAY  1  TO  3  COINS 


I 


^^ 

1 

Safe  • 

-»\ 

■ 

One  business  still  generates  cold,  hard 
cash  you  can  see,  feel  and  hear 

Gaming. 
As  America's  premier  gaming  com- 
pany, Bally  should  realize  about 
51  billion  in  casino  hotel  revenues 
in  1988— roughly  half  of  the  company's 
anticipated  revenues  for  the  year 

Which  should  come  as  no  sur- 
prise. Because  our  only  inventory  is  the 
stuff  that  dreams  are  made  of.  Think 
of  it  as  $2,700,000  a  day,  on  an  annual- 
ized basis,  that  we  can  use  right  now 
where  it  will  do  Bally  the  most  good. 

As  for  what  the  future  holds,  we 
ask  you  to  recall  a  mathematical 
truism  known  to  everyone  who  has 
ever  pulled  a  lever  or  pushed  a  chip: 
In  the  long  run,  the  odds  are  always 
with  the  house. 

And  in  the  business  of  gaming, 
Bally  is  the  biggest  house  there  is. 

For  more  information,  write 
William  H.  Peltier,  VP  Corporate 
Communications,  8700  W  Brvn  Mawr, 
Chicago,  IL  60631. 
Or  call  1-312- 
399-1300. 

THELE 


Friend  of  the  friendless" 


KJow  doec  I  onrho  Pic's  Tiny 
&E  Rowland  manage  hundreds  of 
companies  employing  124,000  peo- 
Le  in  84  countries?  "If  there's  any 
management  philosophy  at  all,  it's 
'delegate,  delegate,  delegate,' " 
says  Terry  J.  Robinson,  one  of 
Lonrho's  nine  London-based  direc- 
tors. "Our  field  units  are  heavily 
autonomous,  and  they  are  encour- 
aged to  be  entrepreneurial.  We 
only  get  involved  if  there's  some 
major  problem." 

Rowland  enjoys  surrounding 
himself  with  strong-willed  subor- 
dinates. Lonrho's  chairman  is  Sir 
Edward  du  Cann,  a  former  Tory 
parliamentarian  and  chairman  of 
the  Conservative  Party.  His  prede- 
cessor was  the  late  Lord  Duncan- 
Sandys,  Winston  Churchill's  son- 
in-law. 

Rowland  has  demonstrated  an 
abiding  sympathy  for  fellow  entre- 
preneurs down  on  their  luck.  Some 
years  ago,  for  example,  he  aided 
British  asset  stripper  Jim  Slater  by 
helping  him  off  to  a  new  start  in 
real  estate.  Last  May  Rowland  put 
up  £250,000  in  bail  money  for  Er- 
nest Saunders,  the  former  Guin- 
ness Pic.  chief  executive,  who 
stands  accused  of  ordering  the  de- 
struction and  falsification  of  docu- 
ments concerning  a  $4.5  billion 
takeover  battle  between  Guinness 
and  the  Distillers  Co.,  charges 
Saunders  denies. 

Rowland  has  also  been  helping 
Sir  Freddie  Laker,  65,  whose  Laker 
Airways  chopped  transatlantic 
fares  until  the  company  collapsed 
in  1982.  The  two  men  have  known 
each  other  since  Laker  flew  cargo 
between  Britain,  Africa  and  Asia 
tor  Rowland  iust  alter  World  War 
II.    Atter    Laker's    bankruptcy    in 


1982,  Rowland  offered  funds,  an 
office  at  Lonrho  headquarters  in 
London  and  a  job  as  a  consultant 
with  Lonrho's  resort  chain,  the 
Princess  Group. 

"When  you've  got  everything  in 
life,  then  you  have  millions  of 
friends,"  says  Laker.  "But  when 
people  began  to  think  that  I  had 
nothing,  I  had  only  three  friends 
left  in  the  world — my  wife,  my 
young  son  and  Tiny  Rowland.  Tiny 
is  the  friend  of  the  friendless." 

The  friendship  paid  dividends  for 
Lonrho,  too.  Rowland  needed  help 
shoring  up  the  hotel  chain's  lan- 
guishing 965-room  unit  in  Free- 
port,  the  Bahamas.  Sensing  the  re- 
sort's casino  could  be  a  real  draw 
for  American  tourists,  Laker  ar- 
ranged to  lease  a  160-seat  Boeing 
727  jet  from  Braniff  to  fly  in  pas- 


flr  Freddie  Lake* 
Tiny's  helping  hand. 


scngcrs  from  such  U.S.  cities  as 
Fort  Lauderdale,  Cincinnati, 
Cleveland,  Raleigh-Durham,  Pitts- 
burgh and  New  Orleans,  and  the 
hotel  began  filling  up.  Princess 
showed  a  profit  of  $8  million  in 
1979,  when  Lonrho  began  acquir- 
ing the  group.  Proicctcd  1988  prof- 
its tor  the  hotel  group:  $50  million, 
with  Freddie  Laker's  efforts  con- 
tributing a  healthy  share—  P.G. 


Rhodesian  sanctions.  A  nasty,  if  in- 
conclusive, fight  between  Rowland 
and  Britain's  Foreign  Office  ensued. 

Now  Rowland  is  involved  in  anoth- 
er battle,  this  one  against  Mohamed 
Al-Fayed,    the    wily    Egyptian    who 
snatched  House  of  Fraser  from  Li  n 
rho's  grasp  in  1985  fee  Forbes,  Mar  7). 
"Lonrho  is  worth  zero, "  says  Al-Fayed 
company   in  which  he  once 
d  an    Ll%   stake  and  on  whose 
at  in  the  early  1970s.  "The 
re  entirely  iicti- 
vnior  partner  of 
k  v,.     Imtock,  Lonrho's 
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auditors,  replies  that  in  14  years  of 
dealing  with  Rowland  he's  never  had 
problems  with  company  accounts.) 

Some  Lonrho  watchers  argue  that 
Rowland's  sparring  with  Al-Fayed  has 
diverted  its  ehiet  executive's  atten- 
tion and  done  Lonrho  no  good.  "This 
fight  [with  Al-Fayed|  makes  Lonrho 
look  like  yesterday's  company  run  by 
yesterday's  men  fighting  yesterday's 
battle,"  says  Kitcat  &  Aitken's  Robert 
(  arpenter.  "The  real  question  now  is 
whether  Tiny  and  Lonrho  will  be  able 
to  put  this  tight  behind  them." 

In  tact,  Rowland  seems  to  be  turn- 


ing his  energies  back  into  expanding 
Lonrho.  After  disposing  of  eight  Lon- 
don casinos  in  June  and  raising  $86 
million  from  a  Tokyo  Exchange  equi- 
ty issue  in  July,  Lonrho  has  some  $514 
million  in  cash.  Rowland  is  deploying 
the  cash  in  Eastern  Europe,  the  Far 
East,  the  Mideast  and  the  U.S. 

In  June  a  new  trading  concern  called 
Lonrho-Japan  will  be  launched  in  Ja- 
pan to  export  Japanese  goods  around 
the  world  through  Lonrho  contacts. 
This  could  put  him  into  competition 
with  his  partner  in  the  Far  East,  Ja- 
pan's Nissho  Iwai  Corp.  Lonrho  is 
also  negotiating  to  buy  an  interna- 
tional oil  company. 

Lonrho  recently  proposed  the  pur- 
chase of  50%  of  West  Germany's 
Krupp  Handel  GmbH — the  trading 
arm  of  the  giant  Fried.  Krupp  GmbH 
empire  in  steel,  defense,  electronics 
and  engineering.  This  deal  would  at 
once  give  Rowland  access  to  business 
opportunities  in  the  U.S.S.R.,  Ruma- 
nia, Hungary — and,  importantly,  Iran. 
Rowland  believes  that  1988  will  see  a 
ceasefire  between  Iran  and  Iraq.  Lon- 
rho's involvement  with  the  Krupp 
group  (in  which  the  Iranian  govern- 
ment has  a  long-standing  25.01% 
holding)  should  give  it  a  strong  foot- 
hold in  that  country. 

"Two  years  from  now,  I  expect  to 
have  a  total  turnover  of  $10  billion," 
Rowland  says. 

With  its  considerable  assets, 
Lonrho  has  considerable,  though  de- 
clining, debt:  $1  billion  in  long-term 
debt  and  $225  million  in  short-term 
debt,  or  $1  of  debt  (net  of  cash)  for 
every  $2.30  of  shareholders'  equity 
and  minority  interests.  Lonrho's 
worth?  Roland:  not  less  than  $4.5  bil- 
lion, about  three  times  its  current 
market  price.  Lonrho  estimates  that 
U.S.  assets  alone — the  Princess  ho- 
tels, oil  and  gas  holdings  and  600,000 
acres  of  ranchland  in  New  Mexico- 
are  worth  some  $1.71  billion. 

But  don't  count  on  anyone  whose 
last  name  isn't  Rowland  coming 
along  and  unlocking  Lonrho's  true 
value,  whatever  it  is.  "The  only  per- 
son who'd  really  be  able  to  take  over 
Lonrho  would  be  me,"  says  Rowland, 
somewhat  wistfully.  "If  only  I  were 
ten  years  younger,  I'd  make  an  offer 
for  Lonrho  myself,  perhaps  in  partner- 
ship with  Bob  Anderson.  I'd  want  to 
privatize  Lonrho."  If  a  hostile  party 
persisted,  Rowland  adds,  "we'd  then, 
suggest  to  our  shareholders  that  we, 
the  directors,  would  break  up  the 
company  ourselves  and  get  sharehold- 
ers a  better  price." 

But  Rowland  doesn't  expect  that  to 
happen.  "I  plan  to  be  around,"  he  says, 
"for  a  long  time."  ■ 
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ANNOUNCING  THE  DAWN 
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W DODGE DYNASTY 


I? 


OU'RE  IN  THE  MOOD  TO  EXCHANGE 
YOUR  OLD  DRIVING  HABIT  FOR  A 
NEW    BRAND    OF    SOPHISTICATION 


AND    STYLE,    LOOK    AT    THE    19iS 
DODGE  DYNASTY.  IT'S  AN  ALL  NE 
FAMILY  SEDAN  THAT  PUTS  YOU  /A 


MMAND  WITH  ROAD-STEADY  FRONT- 
EEL  DRIVE,  MOVES  YOU  WITH 
MAILABLE  OVERHEAD  CAM  V-6 


AND  GIVES   YOU  THE  OPTION  OF 
ANTI-LOCK  BRAKES.  AND  THERE'S 
MORE  INSIDE... 


1> 


**** 


w 


ASTY.  A  NEW  ERA  OF 
11Y  SEDAN  BEGINS. 


IT'S  THE  ONLY  ALL-NEW  FAMILY  SEDAN  THAT  COMBINES 
COMFORTABLE  SIX-PASSENGER  SEATING,  A  LONG  LIST 
OF  PREMIUM  STANDARDS  INCLUDING  DUAL  REMOTE 
MIRRORS,  A  LEATHER-WRAPPED  STEERING  WHEEL,  AN 
AM/FM  STEREO,  INTERMITTENT  WIPERS,  PLUS  OUR 
UNBEATABLE  7/70  PROTECTION  PLAN.*  THE  CLINCHER? 
AN  ENTIRELY  AFFORDABLE  PRICE.  SO  IF  YOU'RE  LOOKING 
FOR  THE  LEADER  IN  A  NEW  ERA  OF  FAMILY  SEDAN,  IT'S 
&OTTA  BE  THE  1988  DODGE  DYNASTY  LE.  17/701 


ITS 

GOTTA  BE  A 
DODGE. 


DIVISION  OF  CHRYSLER  MOTORS 
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through  limited  warranty  at  dealer.  Restrictions  apply. 
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SUCKLE  lit  FOR  SAFETY 


It  took  a  "dictator"  to  turn  International 
Dairy  Queen  around.  Can  his  soft-spoken 
successor  do  as  well? 


The  proof  is 
in  the  eating 


By  Kathy  Murray 


If  Harris  Cooper  wanted  to  sum 
up  his  17  years  running  Interna- 
tional Dairy  Queen,  Inc.,  the  Min- 
leapolis-based  fast-food  outfit,  he 
night  invoke  a  sentence  he  once  used 
o  inspire  franchisees:  "Chevys  in  a 
adillac  world  can't  win." 

Nobody  in  his  right  mind  today 
vould  mistake  IDQ  for,  say,  McDon- 
ld's.  But  Cooper  clearly  drove  IDQ 
own  the  right  road.  Largely  because 
)f  his  efforts,  the  chain  is  doing  well, 
.ast  year  the  5,000-unit  amalgam  of 
oadside  soft  ice  cream  stands  and  sit- 
own  burger  stores  had  system-wide 
ales  of  nearly  $2  billion  and  was  sec- 
»nd  only  to  McDonald's  (9,700  units) 
n  profitability  as  measured  by  return 
m  sales. 

Revenues  flowing  from  franchisees 
o  IDQ  for  ice  cream  mixes,  site  rent- 
Is  and,  above  all,  service  fees  hit  $210 
nilhon  in  1987,  an  alltime  high.  Prof- 
ts.came  to  $15  million,  another  rec- 
>rd.  On  one  key  count,  return  on  equi- 
y,  IDQ  was  the  best  in  the  business, 
howing  an  average  annual  return  of 
4%  over  the  last  five  years. 

For  his  pains,  Harris  Cooper,  50,  has 
een  relieved  of  his  title  as  president 
nd  chief  executive  of  IDQ.  He  was 
ushed  out  in  November  by  one  of  the 
ery  men  who  had  brought  him  into 
be  company  in  1970,  Chairman  John 
looty,  65,  who  had  led  the  investor 
roup  that  took  over  the  troubled 
'anchisor.  Cooper's  overthrow  was 
entle — he  remains  a  "consultant"  at 
750,000  a  year— and  all  parties  re- 
lain  on  speaking  terms.  But  it  comes 
t  a  time  when  IDQ  needs  energy,  not 
pheaval. 

Cooper  and  Mooty  had  made  quite  a 
:am.  Cooper  spent  an  average  of  280 
ays  on  the  road  for  a  decade,  disci- 
Uning     disgruntled     mom-and-pop 


Dairy  Queen  Chairman  John  Moot}- 
He  had  the  clout  to  call  the  shots. 

franchisees  in  less  than  gentle  ways. 
Cooper,  who  prefers  the  term  "benev- 
olent dictator"  to  tyrant,  says  sweet 
talk  would  have  been  foolish.  "I  don't 
see  any  reason  to  be  apologetic,"  he 
says.  "I  called  them  as  I  saw  them." 

While  Cooper  worked  the  field, 
Mooty  plotted  financial  strategies. 
Over  2,000  rundown  roadside  ice 
cream  stands  were  closed  or  refur- 
bished from  1970  to  1986.  As  for  ex- 
pansion, Mooty,  a  disciplined  inves- 
tor, was  willing  to  delay — even  to 
halt — the  opening  of  new  franchises 
in  the  late  1970s,  when  interest  rates 
went  sky-high  and  the  rest  of  the  in- 
dustry was  building  like  crazy.  This 
restraint  no  doubt  spared  IDQ  some  of 
the  problems  now  dogging  Wendy's 
and  others.  As  a  result,  most  of  IDQ's 
growth  has  come  from  closing  unprof- 
itable franchises  and  opening  new 
ones  with  little  net  increase  in  stores. 

IDQ  under  Cooper  had  its  share  of 
new  product  bombs — a  yogurt  intro- 


duced years  too  soon,  and  Golden 
Skillet,  a  fast-food  chicken  house.  But 
there  have  been  solid  winners,  too — 
notably  Blizzard,  a  mechanically 
whipped  candy  and  ice  cream  concoc- 
tion. And  against  big  advertisers  like 
McDonald's,  Burger  King  and  Wen- 
dy's, IDQ's  defense  has  been  shrewd 
indeed — almost  no  defense  at  all.  Last 
year  it  spent  just  $34  million  in  adver- 
tising buys,  mostly  local  TV,  newspa- 
per and  radio  ads.  Dairy  Queen's  edge 
remains  its  locations,  mostly  in  small 
towns  where,  as  analyst  Leonard  Col- 
lins of  Pfluegar  &  Baerwald  puts  it, 
"People  wouldn't  want  fancy  ice 
cream  if  you  gave  it  to  them." 

But  in  the  last  two  years  IDQ  has 
been  on  a  buying  spree.  In  1986  it 
bought  Karmelkorn  Shoppes,  a  vari- 
ety popcorn  and  candy  store,  220 
stores  for  about  $5  million.  Last  year 
it  shelled  out  $23  million  for  Orange 
Julius,  the  fruit  drink  and  hot  dog 
snack  bar  with  740  outlets.  Neither 
alone  offers  more  than  subpar  mall 
fare.  But  Dairy  Queen  has  big  plans 
for  the  1,000  or  so  mall  leases  thus 
acquired — Treat  Centers,  which 
would  sell  Dairy  Queen,  Karmelkorn 
and  Orange  Julius  products.  The  hope 
is  that  such  centers  would  appeal  to 
mall  developers  as  a  three-for-the- 
price-of-one  proposition.  And  there's 
a  new  endeavor  in  a  whole  new  mar- 
ket, Telechef.  It's  a  $3  million  joint 
venture  (in  which  IDQ  has  a  majority 
interest)  in  home-delivery  hot  foods — 
and  it's  still  Cooper's  baby. 

In  any  franchise  operation,  there  is 
always  tension  between  headquarters 
types  and  the  franchisees  in  the  field. 
Although  Cooper  and  Mooty  are  reso- 
lutely tight-lipped  about  the  specifics 
of  their  falling-out,  it's  clear  that  Coo- 
per's own  abrasive  ways  were  a  factor. 
"I'm  not  a  big  believer  in  consensus 
management,"  he  concedes.  It's  clear, 
too,  that  whatever  the  specifics,  Moo- 
ty's  6.8%  of  IDQ  stock  and  influence 
with  other  board  members  was 
enough  to  call  the  shots  in  a  conflict. 
Mooty  replaced  Cooper  with  Michael 
Sullivan,  53,  IDQ's  counsel  for  the 
past  18  years. 

Between  the  Treat  Centers  and 
some  175  new  stores  planned  for  this 
year,  Sullivan  will  have  his  hands  full 
enough.  But  perhaps  his  sturdiest  test 
will  come  in  how  he  works  with  his 
existing  franchisees.  Cooper  could  be 
blunt  and  overbearing,  but  he  strongly 
believed  that  his  people  in  the  field 
knew  best.  Sullivan,  soft-spoken  and 
lawyerly,  dispenses  the  company  line 
as  carefully  as  one  of  the  store's  soft- 
serve  machines  swirls  ice  cream  into 
a  cone,  but  he's  a  headquarters  man. 
Sullivan  has  a  full  plate.  ■ 
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a  return  on  equity  that  is  just  about 
best  in  the  oil  business,  Atlantic  Rich- 
field today  may  well  be  the  best-managed 
U.S.  company  in  the  game. 


$30  a  barrel 
profits 

in  an   V 

$18  world 


By  James  Cook 


For  a  while  last  month  it  seemed 
like  old  times  in  the  oil  business — 
the  early  Eighties,  that  is.  There  was 
Los  Angeles-based  Atlantic  Richfield 
Co.  battling  head  to  head  with  Lon- 
don's British  Petroleum  for  control  of 
Bntoil.  Then  there  was  Arco  stepping 
aside,  pocketing  a  handsome  profit  on 
the  Bntoil  stock  it  had  picked  up  in 
the  fight,  and  devoting  the  proceeds  to 
taking  over  yet  another  oil  company, 
Tricentrol,  itself  under  assault  by  Par- 
is' Elf  Aquitaine. 

But  note  the  difference  in  all  the 
wheeling  and  dealing.  The  targets 
were  not  U.S.  giants  like  Phillips, 
Gulf  or  Unocal  but  two  independent 
North  Sea  producers.  And  neither  ag- 
gressor was  a  lone  wolf  m  the  Boone 
Pickens  mold.  Arco,  as  the  Atlantic 
Richfield  Co.  likes  to  call  itselt  these 
days,  wanted  these  North  Slope  prop- 
erties not  tor  their  hit-and-run  green 
mail  possibilitii  s  but  solely  and  sim- 
ply for  themseh  i 

Arco's  forav  into  the  North  Sea  is 
the  culminatii  '  the  thorough  re- 
shaping that  the  impany  voluntarily 
began  three   \.  Lodwrick  M. 

Cook,  59,  the  coi  tough,  low- 

key  chairman  and  chid  executive, 
sums  up  the  point  ot  the  restructuring 
this  way:  "We've  taken  a  company 
that  did  okay  in  a  $30-a-barrel  world 
and  transformed  it  into  one  that  does 


Hill  Njri 


Arco's  lodwrick  (Ook' 

Developing  a  new  mental  set. 

the  best  in  the  industry  in  a  $20 — 
actually  an  $18— world." 

"Best  in  the  industry"  is  no  idle 
boast.  By  several  key  indicators  Arco 
may  well  be  the  best-run  major  oil 
company  in  the  U.S.  today.  Look  at  its 
profit  margins — at  7.3%,  rivaled  only 
by  Exxon's  and  Amoco's.  Its  23%  re- 
turn on  equity  is  second  to  none.  Look 
at  Arco's  vast  Alaskan  reserves,  its 
lead  position  in  the  huge  West  Coast 
gasoline  market,  and  the  astute  bal- 


ance between  production  and  refining 
and  refining  and  marketing  that  en- 
ables Arco  to  squeeze  each  barrel 
down  to  the  final  squeal. 

Drastic  surgery  was  required  to 
achieve  such  results.  Arco  sold  its  big 
Philadelphia  refinery,  the  historical- 
base  of  the  company,  and  entirely 
withdrew  from  the  slow-growing 
markets  east  of  the  Mississippi, 
where  Arco  has  little  chance  of  win- 
ning a  dominant  position.  It  also  be- 
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Arco's  highest-volume  gas  station  and  its  adjacent  convenience  store,  in  Rancho  Bernardo,  Calif. 

No  credit  cards,  auto  repair  or  pump  service,  but  low  prices,  high  volume,  higher  profits. 


Ale|andro  Turru- 


igan  getting  rid  of  marginal  oil  and  gas 
properties  in  the  lower  48.  It  sold  the 
copper  and  aluminum  businesses  it 
acquired  with  the  Anaconda  Co.  in 
;  1977.  Overall,  it  cut  payroll  costs  by 
120%  and  its  work  force  by  18%,  and 
'disposed  of  $2.3  billion  worth  of  prop- 
erties that  were  earning  little  or  no 
return. 

The  proceeds,  along  with  $2  billion 
in  borrowed  money,  went  into  buying 
back  32%  of  the  company's  outstand- 


ing common — at  a  cost  of  more  than 
$4.6  billion.  That  lofted  Arco's  debt 
ratio  as  high  as  60% — since  reduced 
to  a  more  manageable  40% — but  the 
gambit  paid  off  in  higher  earnings  per 
share  and  a  higher  price/earnings 
evaluation  in  the  stock  market — 8  or 
9  times  earnings  in  the  early  Eighties, 
12  or  higher  in  recent  years. 

Arco's  latest  restructuring  was 
launched  under  the  aegis  of  Robert  O. 
Anderson  (see  box,  p.  1 12),  the  Chicago 


wildcatter  who  in  20  years  had  con- 
verted Arco  from  a  regional  refiner 
into  an  integrated  giant.  But  it  was 
Lod  Cook  who  did  much  of  the  dog 
work  in  reshaping  the  company.  A 
Louisiana-born  petroleum  engineer 
with  30  years  in  the  company,  Cook 
had  learned  the  business  from  the 
ground  up,  handling  everything  from 
labor  relations  to  marketing  and  refin- 
ing, including  the  chairmanship  of 
Arco's  vital  800-mile  Trans  Alaska 
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Wildcatter 


11  ihose  years  he  headed  Los 
Angeles'  giant  Atlantic  Rich- 
field Co.,  Robert  O.  Anderson,  now 
70,  never  really  wanted  to  run  a 
national  oil  company.  He  had 
started  out  a  wildcatter,  and  he  al- 
ways wanted  to  go  back  and  be  one 
again.  So  in  the  summer  of  1986, 
when  Anderson  retired  from  At- 
lantic Richfield,  that's  what  he  did. 
It  took  a  while  to  get  started,  but 
last  year,  in  50-50  partnership  with 
Tiny  Rowland's  Lonrho  Pic.  (seep. 
100),  he  bought  Arco's  interest  in 
nearly  2,800  oil  and  gas  properties 
for  almost  SI  80  million  and 
launched  a  new  wildcatting  ven- 
ture under  the  name  of  Hondo  Oil 
&  Gas,  the  name  of  the  company 
he  had  founded  29  years  before, 
which  he  sold  to  Arco  for  S32  mil- 
lion in  1963. 

Momentum  began  building  this 
January,  when  Anderson  merged 
Hondo  with  Los  Angeles  Pauley 
Petroleum  for  almost  SI 70  million 
in  stock.  That  more  than  doubled 
Pauley's  assets  and  gave  Anderson 
38.5%  of  the  company  and  the  post 
of  chici  executive. 

With  54  million  barrels  of  prov- 
en oil  and  gas  reserves,  Pauley  is 
now  one  of  the  larger  independent 
oil  companies  in  the  country,  and 
though  it's  saddled  with  S150  mil- 
lion in  debt  from  the  Arco  pur- 
chase. Anderson  is  already  making 
more  deals.  Last  month  he  doubled 
Pauley's  refining  capacity  to 
53,000  barrels  a  day  with  the  pur- 
chase of  Fletcher  Oil  <S  Refining 
Co.  in  Carson,  Calif.  "I'm  not  giv- 
en to  a  rocking  chair/'  says  Ander- 
son, who  still  sports  a  bow  tie  and  a 
Stetson  whether  he's  in  New  York 
or  New  Mexico,  where  he  has 
maintained  his  office  tor  46  years. 

few   men  are  more  entitled  to 
\,  it  Anderson  were  so  inclined 
In  the  20  ye  us  he  headed  what  is 
toil.  pushed  the  exploi.i 

tion   prog   im   that  gave   Arco   its 
stake  in  A:  N   rth  Slope  and 

tin    m<  rj  h    Richfield    that 

gave  it   i  ition   in   the 

booming   We;  irkct.    In 

1974  he  led  th  ■  ■  impany  ef- 

fort to  build  the  ■  line, 

and  in  1982  h<  tirst 

American  offshore  ra- 


til  Xation 


Robert  O.  Anderson 

Not  given  to  a  rocking  chair. 

tion  in  China. 

Disappointments  over  the  years? 
Of  course.  The  biggest  was  the 
poor  performance  of  the  Anaconda 
Co.,  an  over- 100-year-old  mining 
operation  Anderson  purchased  in 
1977  to  gain  the  expertise  to  move 
into  oil  shale.  Anaconda  lost  a  bun- 
dle of  money,  along  with  the  rest  of 
the  mining  industry,  and  ended 
most  of  its  operations  in  1985.  An- 
derson finds  only  one  consolation 
in  the  affair.  "When  things  don't 
work,"  he  says,  "we  have  a  record 
of  doing  something  about  it,  and 
not  letting  them  fester." 

Anderson's  view  of  the  oil  indus- 
try from  his  120,000-acre  Roswcll, 
N.M.  ranch,  one  of  the  largest  pri- 
vate landholdings  in  the  U.S.,  is 
not  encouraging.  He  guesses  an- 
other oil  crisis  will  hit  by  1990. 
"Unfortunately,  we're  doing  every- 
thing possible  to  repeat  the  errors 
we  made  during  the  Seventies,"  he 
says.  "It  we  continue  to  neglect  the 
domestic  industry,  we're  going  to 
be  importing  half  our  oil  within 
another  two  or  three  years.  With 
the  amount  of  shut-in  capacity 
dwindling  very  rapidly,  there 
might  not  be  an  apparent  end  to 
the  next  crisis ." 

Who  will  be  left  standing?  An- 
derson believes  companies  with  es- 
tablished reserves  will  survive. 
Arco,  which  has  controlled  the 
largest  reserves  in  the  U.S.,  nearly 
8%,  would  certainly  be  on  the  list. 
And  Pauley's  chances?  He's  got 
some  work  to  do  yet. — Claire  Poole 


Pipeline  System. 

As  Arco's  restructuring  got  under 
way,  it  was  Cook  who  sold  off  most  of 
Arco's  Anaconda  subsidiary  (to  Alcan 
and  Montana  Resources,  among  oth- 
ers) and  then  worked  out  the  deal  to 
sell  Arco's  New  York  and  Pennsylva- 
nia marketing  operation  to  Dutch  pe- 
troleum trader  John  Deuss.  When 
President  William  Kieschnick  retired 
2Vi  years  ago,  Cook  moved  into  Ar- 
co's chief  executive  spot.  Since  then 
he  has  turned  to  slimming  down  Ar- 
co's promising  but  long-troubled 
chemical  division,  shucking  a  spate  of 
low-profit  operations  and,  last  spring, 
selling  off  a  20%,  $592  million  inter- 
est to  the  general  public. 

Key  to  Arco's  current  strength  is  its 
commanding  position  in  the  U.S.' 
largest  oil  reserve,  the  Alaskan  North 
Slope,  from  which  it  derived  68%  of 
its  production  last  year.  And  Arco's 
geologists  keep  finding  more  oil,  so 
much  more  that  it  is  one  of  the  few 
companies  in  the  business  that  con- 
tinue to  replace  the  reserves  they  pro- 
duce. There  is  oil  to  the  east  of  the 
great  Prudhoe  Bay  discovery  (the  Arc- 
tic National  Wildlife  Refuge),  oil  to 
the  west  of  it  (the  Kuparuk  River  field) 
and  even  in  a  zone  underneath  it  (Lis- 
burne).  Thus,  in  rebuilding  the  com- 
pany, Arco  was  under  no  compulsion 
to  build  its  domestic  reserves  at  heavy 
cost,  as  Texaco  and  Chevron  have 
been.  "The  North  Slope  is  our  number 
one  priority,"  Cook  says,  "but  we 
won't  bring  on  new  things  until 
they're  profitable." 

W'  hich  is  where  the  North  Sea 
comes  in.  The  bulk  of  Arco's  cap- 
ital spending  in  recent  years  (the 
stock  buyback  program  aside)  has 
gone  to  fulfilling  its  commitments  on 
the  North  Slope,  among  them  a  gas 
processing  plant  at  Prudhoe  Bay  and 
two  production  facilities  at  Kuparuk 
and  Lisburne  for  S650  million. 

With  that  task  now  complete,  its 
cash  has  been  building  up  so  rapidly— 
it  is  more  than  S3  billion  currently — 
that  Arco  is  now  ready  to  do  more 
abroad  to  improve  its  international 
balance.  Arco's  U.S.  reserves  are  huge, 
but  it  has  less  than  9%  of  its  total 
reserves  and  only  10%  of  its  produc- 
tion overseas,  mainly  in  Indonesia, 
where  it  is  the  second-largest  produc- 
er, and  Dubai.  Lod  Cook  would  even- 
tually like  to  come  closer  to  the  30%. 
average  for  the  industry.  Why?  "Long' 
term,"  Cook  points  out,  "internation- 
al oil  and  gas  tends  to  be  cheaper  to 
discover,  there  are  bigger  prospects  to 
be  found,  and  the  contracts  have  been 
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getting  better." 

But  exploration  takes  time.  Since 
:he  market  crash  last  fall,  it  has  been 
ruicker  and  cheaper  to  pick  up  re- 
serves through  the  stock  market,  a  lot 
;heaper  in  fact  than  trying  to  buy 
:hem  directly.  In  going  after  Britoil, 
Zook  was  prepared  to  spend  as  much 
is  $1  billion.  But  British  Petroleum 
jpped  the  ante  beyond  what  Cook 
:hought  he  could  justify  paying,  and 
le  sold  out  and  moved  in  on  Tricen- 
10I  instead.  Tricentrol  will  bring 
\rco  large  natural  gas  reserves  in  the 
•"forth  Sea  and  a  promising  onshore 
ield  in  southern  England.  Moreover, 
vith  the  gain  on  the  Britoil  sale  large 
:nough  to  fund  two-thirds  of  the  $330 
nillion  in  cash  Tricentrol  will  cost, 
^rco  still  has  that  $1  billion  at  hand 
or  further  acquisitions.  BP  will  prob- 
tbly  pay  over  $4  a  barrel  for  Britoil's 
eserves;  Tricentrol  will  cost  Arco 
oughly  half  that. 

Having  oil  already  in  hand  gives  a 
nan    time    to    be    thoughtful,    and 
:hoosy.  "We're  in  this  business  to 
nake  money,  not  just  to  put  reserves 
m  the  books,"  Cook  says.  "In  the  past 
he  industry  has  been  reserve-driven, 
•roduction-driven,  and  that  probably 
vas  all  right  when  crude  prices  were 
ncreasing   dramatically.    But   we've 
ried  to  change  our  mental  set — from 
,'eing  production-driven  and  reserve- 
driven  to  being  driven  by  the  market, 
/hich  is  really  a  proxy  for  saying  prof- 
,C-driven." 

:   Cook's  emphasis  on  profit  could 

ot  come  at  a  better  time.  With  the  oil 

lut    persisting — indeed,     growing — 

.  ne  producing  country  after  another 

;  as  begun  to  reach  for  U.S.  and  Euro- 

ean  refining  and  marketing  opera- 

:  ions  in  an  effort  to  secure  markets  for 

:s  crude  production  (Forbes,  Feb.  8). 

t.uwait  and  Venezuela  have  led  the 

j/ay,  Kuwait  with  its  acquisition  of 

iulf's  European  marketing  operation 

.1  1983  and  a  more  recent  19%  stake 

l  British  Petroleum,  Venezuela  with 

le  acquisition  of  refineries  in  Europe 

ad  half-interests  in  Champlin's  and 

!itgo's  U.S.  refineries.  Now  Nigeria 

»  reportedly  talking  with  several  U.S. 

Dmpanies,   including  Sun   Co.   and 

lrown  Central  Petroleum,  as  Venezu- 

la  is  with  Coastal  Corp.  And  Saudi 

jabia  is  eyeing  a  50%   interest  in 

iree  of  Texaco's  U.S.  refineries,  and 

pnceivably  its  European  marketing 

j Derations  as  well. 

i  The  downstream  end  of  the  oil  busi- 

ess  has  always  been  murderously 

ltthroat,  rarely  more  so  than  in  the 

:  ist  year,  when  product  prices  lagged 


Market  maker 


Taking  off  from  its  position  as  the  low-cost  refiner,  Arco  adopted  a  low- 
price,  high-volume  marketing  strategy  and  went  from  a  poor  fourth  to  a 
clear  first  in  the  booming  five-state  West  Coast  gasoline  market. 


West  Coast  market  share 
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*  Based  on  latest  data  available  IJanuary  to  November!.    Source:  Lundberg  Survey.  Inc. 
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behind  rising  crude  prices  until  the 
last  quarter  and  margins  got  badly 
squeezed.  But  those  pressures  can 
come  from  both  ends— from  price 
competition  in  the  marketplace  as 
well  as  from  rising  costs.  If  the  pro- 
ducing countries  can  lock  up  refiners, 
U.S.  marketers  may  find  themselves 
competing  against  outfits  with  access 
to  foreign  crude  at  cut-rate  prices.  If 
so,  Arco,  with  its  vast  Alaskan  re- 
serves and  its  superior  cost  structure, 
should  be  better  off  than  most. 

In  rebuilding  the  company,  Cook 
exercised  the  same  disciplines 
downstream  as  he  had  upstream.  Not 
only  did  Arco  sell  its  low-margined 
operations  east  of  the  Mississippi,  but 
it  continued  to  exploit  the  low-cost 
position  it  had  been  building  for  itself 
to  dominate  its  five-state  West  Coast 
gasoline  market,  the  largest  and  fast- 
est growing  in  the  country. 

It  was  a  complex  and  carefully  cal- 
culated long-term  strategy.  The  crude 
Arco  gets  from  Alaska  is  not  only 
abundant  but  also  relatively  uniform. 
That  means  Arco  doesn't  have  to  shut 
down  and  modify  its  two  West  Coast 
refineries  periodically  to  handle  a  va- 
riety of  crudes.  It  could  operate  at 
maximum  capacity  (and  maximum 
efficiency)  most  of  the  time.  More 
than  that,  it  refined  81%  of  its  crude 


into  higher-margined  end  products — 
gasoline,  jet  fuel — and  uses  the  resi- 
due to  make  calcined  coke  for  the 
aluminum  industry,  to  which  Arco  is 
now  the  world's  largest  supplier. 

On  the  marketing  end,  Arco  con- 
centrated on  increasing  throughput 
per  station.  Doesn't  everyone  aim  to 
do  that?  Of  course.  But  Arco  actually 
did  it.  It  pulled  its  company-owned 
stations  out  of  the  auto  repair  busi- 
ness, scrapped  its  costly  credit  card 
operations,  converted  most  of  its  sta- 
tions to  self-service  and  lured  traffic 
to  its  pumps  by  adding  more  than  600 
convenience  stores.  It  wound  up  with 
a  cost  advantange  of  sometimes  as 
much  as  6  cents  to  8  cents  a  gallon 
over  its  competitors  and  used  it  to  cut 
prices  to  the  consumer.  Before  it  was 
through,  Arco  boasted  twice  the 
throughput  per  station  as  the  industry 
average,  boosted  its  market  share 
from  10%  to  17%,  and  ousted  Chev- 
ron from  first  place.  Result:  Despite 
fluctuating  crude  prices  that  put  most 
U.S.  marketers  on  the  griddle  last 
year,  Arco  continued  to  make  solid 
profits  downstream,  so  solid  that  Lod 
Cook  now  can  claim  the  highest  per- 
barrel  profit  of  any  marketer  on  the 
West  Coast. 

Arco's  strategy  was  hardly  unique. 
But  it  has  been  uncommonly  success- 
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More  from  less 


As  oil  prices  began  their  long,  sickening  decline  in  the  early 
Eighties,  Arco  set  about  reorganizing  the  company  to  suit  the  new 
price-environment — selling  off  low-margin  operations  everywhere 
and  buying  in  a  good  30%  of  its  shares.  Result:  Though  prices  last 
year  were  less  than  half  what  they  were  in  1981,  Arco  nonetheless 
earned  slightly  more  per  share  than  it  did  then. 
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Better  still,  Arco  pulled  ahead  of  the  industry,  and  by  1987  its 
return  on  equity  ran  head  and  shoulders  above  any  other  major 
U.S.-owned  company  in  the  business. 
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ful.  Gone  are  the  days  when  a  Texaco 
would  boast  that  it  operated  in  50 
states.  Companies  today  remain  in  a 
market  not  to  retain  a  presence  but  to 
make  money.  If  they  can't,  they  get 
out.  Company  after  company  has  shut 
down,  sold  or  otherwise  disposed  of 
operations  in  markets  in  which  they 
do  not  rank  among  the  top  two  or 
three  marketers.  Thus,  while  Arco 
was  retreating  to  the  West  Coast, 
Chevron  was  withdrawing  from  the 
Northeast,  Exxon  from  the  Middle 
West  and  elsewhere,  and  Texaco  from 
market  after  market  everywhere, 
'ost  remarkably,  on  the  West 
•  Coast,  Arco  has  even  contained 
the  expansionist  ambitions  of  Shell, 
which  has  over  the  past  four  or  five 
years  pulled  ahead  of  Exxon,  then 
Amoco,  then  Chevron,  to  become  the 
number  one  gasoline  marketer  in  the 
U.S.  The  majors  are  warily  striking 
back,  concentrating  on  increasing 
throughput,  upgrading  their  stations, 
improving  service  and  expanding 
their  convenience  store  operations. 
But  so  far  Arco  has  the  momentum 
going  for  it. 

Along  the  way,  as  a  happy  by-prod- 
uct of  its  effort  to  build  traffic  at  its 
pumps,  Arco's  convenience  stores 
have  themselves  become  a  fast-grow- 
ing and  profitable  business,  so  profit- 
able Arco  is  experimenting  with  such 
stores  even  where  it  does  not  sell  gas. 
It's  already  a  $300-million-a-year  op- 
eration. But  as  it  becomes  a  larger 
force  in  the  market,  it  faces  stiff  com- 
petition from  the  likes  of  giants  like 
Southland's  7-Eleven  stores.  Even  so, 
Cook  says,  in  five  years  convenience 
stores  will  be  as  large  a  contributor  to) 
profits  as  coal  is.  That's  serious  mon- 
ey. Arco's  coal  mines  in  Wyoming's' 
Thunder  Basin,  among  the  largest  and 
lowest  cost  in  the  world,  earned  $67 
million  last  year. 

Meanwhile,  unlike  some  of  his 
competitors,  Cook  has  no  cause  to 
regret  the  changes  he's  made  in  the 
company.  Though  net  income  last 
year  was  still  27%  below  its  1981 
level,  Arco's  earnings  per  share  hit  a 
record  $6.68,  topping  its  1981  record 
of  $6.66.  This  means  a  return  on  equi 
ty  of  23%,  just  about  the  best  in  th< 
industry  and  roughly  twice  the  indus 
try  average. 

No  wonder  more  than  a  few  observ 
ers  think  Arco  is  just  about  the  canni 
est  company  in  the  U.S.  oil  industry 
these  days.  "Even  in  a  $15  world,  vrt 
can  make  11%,"  Lod  Cook  says.  "Ir 
good  times  our  earnings  are  going  tc 
be  real  good."  ■ 
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You've  worked  hard  for  the  finer 
things  in  life.  Knowing  they're  protected 
makes  enjoying  them  an  even  richer 
experience. 

That's  where  the  Atlantic  Master 
Plan  comes  in.  An  adaptable  insurance 
package  conceived  expressly  for  peo- 
ple who  have  a  lot  to  insure. 

The  Atlantic  Master  Plan  provides 
broad  and  unique  coverage  for  up  to 
three  residences  with  expanded  per- 
sonal property  and  home  replacement 
coverage.  It  protects  your  automobiles, 
boats,  recreational  vehicles,  fine  art, 
jewelry  and  computers.  As  an  inde- 
pendent analyst  for  Esquire  magazine 
put  it,  the  Atlantic  Master  Plan  ". .  .has 
the  most  comprehensive  extra  coverage 
I  know  of." 


But  the  plan  is  more  than  com- 
prehensive. It's  a  better  value  than  buy- 
ing separate  policies.  It's  simple,  too. 
You  deal  with  only  one  annual  premium. 

Moreover,  because  Atlantic  is  a 
mutual  company,  policyholders  may 
look  forward  to  the  possibility  of  divi- 
dends. 

Make  an  appointment  with  your 
broker  or  agent  soon.  You'll  find  the 
Atlantic  Master  Plan  is  the  answer  to 
protecting  all  your  well-gotten  gains. 
Atlantic  Mutual,  45  Wall  Street, 
New  York,  NY  10005. 

The  Atlantic  Master  Plan  is  not  available  in  all  states 

^AtlanticMutual 

Only  insurance. 
That's  your  assurance. 


Insure  against 
paradise  lost. 
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Atlantic  Mutual  Insur 


you're  tempted  to  draw  into  the  poker 
rie  John  Kluge  and  Sumner  Redstone 
playing  for  Orion  Pictures,  be  warned: 

Most  of  the  cards 
have  been  dealt 


By  Lisa  Gubernick 


T|  he  clash  between  two  of  the 
nation's  more  astute  investors 
for  control  of  Orion  Pictures 
Corp.  only  sounds  like  the  script  for 
another  Wall  Street  flick.  In  their  real- 
world  fight,  billionaire  John  Kluge  has 
accumulated  the  equivalent  of  3 1  %  of 
Orion's  shares,  and  Sumner  Redstone, 
chairman  of  Dedham,  Mass.- 
based  National  Amusement 
Corp.,  26%.  In  recent  weeks 
their  game  has  heated  up.  In 
mid-February  Redstone  filed  for 
permission  to  increase  his  ante 
to  36%  (counting  warrants). 
Kluge  parried  by  asking  to  boost 
his  group's  stake  to  57%  (with 
warrants).  All  told,  the  two  have 
put  up  over  $80  million,  helping 
to  push  Orion's  share  price  from 
8  to  a  recent  19. 

Considering  they  did  much  of 
their  buying  when  shares  were 
trading  considerably  lower, 
their  paper  profits,  as  we  went 
to  press,  look  like:  Kluge,  $22 
million  minimum;  Redstone,  at 
least  $21  million. 

But  the  prize  in  view,  Orion 
itself,  is  not  exactly  the  stutt  ot 
dreams.  Last  year  was  a  consid- 
erable improvement  from  1985,  when 
only  one  of  the  1  1  releases  made  more 
than  $10  million  at  the  U.S.  box  of- 
fice Thanks  chiefly  to  Platoon,  Robo 
cop  and  No  Way  Out,  Orion  placed 
fourth  at  tin.  box  office  in  1987  |bc- 
hind  Wamci  iunl  and  Disney] 

and  won  5<  ■  ■   Awards.  On 

estimated  rev  1370  million  in 

fiscal   1988   [en<  19),   Orion 

should  net  $]  or  $0.70  per 

share,  up  60%  over  last  year.  Such  ups 
and  downs  aside,  i  ;;  film  com- 

pany with  no  pi'  i  studio  of  its 

own,  no  real  es  weak  balance 


sheet  and  a  so-so  film  library. 

It's  the  war  between  Kluge  and  Red- 
stone, presumably,  that  has  propelled 
the  stock  price  to  its  recent  27  times 
estimated  earnings  for  fiscal  1988. 
That's  a  hefty  multiple  for  a  company 
whose  long-term  debt  is  now  64%  of 
capitalization.  The  company  bor- 
rowed heavily  to  set  up  a  vidcocas- 
sette  distribution  arm,  a  smart  long- 


( trion  s  Krim,  Bernstein  ninl  Pleskow 
The  studio's  most  valuable  asset. 


term  move,  but  not  enough  to  justify 
that  recent  stock  price. 

Nor  is  the  quality  ot  earnings  reas- 
suring. In  1986  the  company  wrote 
down  roughly  $16  million  ot  film  m- 
vcntoiv,  equivalent  to  $2.08  per 
share,  the  result  ot  overestimating 
how  much  its  movies  would  earn. 
Could  we  get  an  encore'  Let's  put  it 
this  way — the  company  isn't  writing 
off  film  eosts  any  taster  than  it  was 
two  years  ago.  The  Securities  &.  Ex- 
change Commission  has  an  informal 
inquiry  into  those  writedowns. 

Given  all  that,  the  fight  tor  control 
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between  Kluge  and  Redstone  is  more 
than  an  ego  trip.  It  began  after  the 
troubles  of  1985,  when  a  major  inves- 
tor in  Orion,  New  York-based  invest- 
ment bankers  E.M.  Warburg,  Pincus 
&  Co.,  decided  to  unload  its  20%  posi- 
tion. Arthur  Krim,  chairman  of  Orion 
Pictures,  began  scrambling  to  place 
the  shares  in  friendly  hands. 

For  Kluge,  who  was  brought  in  by 
old  friend  Krim,  Orion  offers  more 
than  the  chance  to  play  white  knight. 
Orion  would  give  him  entree  to  Hol- 
lywood through  a  respected  team  that 
has  started  up  a  movie  company  with 
a  measure  of  success. 

For  Redstone,  whose  National 
Amusement  Corp.  theater  chain  ac- 
quired a  majority  stake  in  Viacom,  the 
nation's  number  nine  cable  TV  com- 
pany, in  June,  Orion  is  a  chance  to  get 
into  movie  production — "the  missins 
area  of  Viacom,"  as  he  calls  it. 

Kluge,  for  now,  seems  to  have  the 
edge.    His    financial    resources    anc 
stock  position  are  greater.   And 
Krim's  white  knight,  he  is  sure  tc 
keep  Orion's  team  together. 

That  team,  after  all,  is  Orion's  most 
valuable  asset.  Gathered  with  Krim 
are  Eric  Pleskow,  63,  current  chie 
executive,  an  Austrian-born  ref- 
ugee who  rose  from  distribu- 
tion; William  Bernstein,  54,  ; 
lawyer  who  is  Orion's  chief  ne 
gotiator;  and  Morris  (Mike)  Me 
davoy,  47,  a  former  agent  in 
charge  of  production.  The  quar 
tet  has  shown  independent  spir 
it  before — they  set  up  this  incar 
nation  of  Orion  in  1982  aftc: 
ending  an  unhappy  partnership 
with  Warner  Communications 
Sumner  Redstone  says  h< 
supports  current  management 
but  the  Orion  team  does  no 
seem  reassured — with  reason 
When  Redstone  takes  control 
he  tends  to  get  involved.  "We'vt 
started  over  again  before— am 
we  can  do  it  again,"  says  Meda 
voy  pointedly.  Redstone,  wh< 
survived  a  fire  that  swept  hi 

room  in  a  Boston  hotel  in  197! 

by  clinging  to  a  ledge  outside,  is  ; 
determined  man.  "I  would  not  wel 
come  having  our  investment  swal 
lowed  up  by  a  third  party,"  he  tol 
Forbes. 

Whoever  wins,  many  on  Wall  Stree 
seem  to  feel  there  is  little  upside  lef 
in  the  stock.  Shcarson  Lehman  Hut 
ton's  Allan  Kassan,  an  early  bull  o: 
Orion,  recently  pulled  his  buy  recorc 
mendation.  Either  Kluge  or  Redston 
can  now  buy  control  from  the  othe 
without  going  to  the  public. 

Whatever  the  outcome,  this  is  n 
longer  a  game  for  latecomers.  ■ 
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Working  with  trade  finance  clients  to 
close  that  critical  deal.  At  Irving  Trust 
Ws  our  first  order  of  business. 

"We  re  not  selling  loans.  We  Ye  providing  a  capability  for  helping  clients  close 
and  deliver  their  deals,"  emphasizes  R.  Michael  Rice,  Executive  Vice  President. 

"There's  a  working  harmony  at  Irving  Trust.  Our  commitment  to  trade  finance 
starts  right  at  the  top.  We  work  as  a  global  bank,  instead  of  a  conglomeration 
of  smaller  banks.  We  pull  together  our  capital  markets,  trade  finance  and 
country  risk  experts  and  start  them  working  on  a  deal  immediately." 

We  offer  a  total  commitment  of  resources  and  experienced  people.  People  who 
are  willing  to  take  creative  approaches  to  forfaiting.  swaps,  Eximbank 
transactions  and  other  international  corporate  finance  techniques.  And  who 
can  tap  into  the  resources  of  our  international  correspondent  banks  to  make  a 
deal  work.  If  a  client  needs  a  feat  of  financing,  our  people  will  perform  it. 

Irving  Trust,  One  Wall  Street,  New  York,  NY  10015.  212/635-1074. 
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Samsung  Excellence 


1938  198: 


CELEBRATING 
A  HALF-CENTURY 
OF  PARTNERSHIPS 
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A  continuing  search  for  excellence. 

The  Samsung  Group  is  celebrating  50  years  of 
successful  business  partnerships.  That's  a  half- 
century  of  mutual  prosperity. 

Since  we  opened  our  doors  for  business,  we 
have  grown  from  a  small  south  Korean  trading 
company  to  the  35th  largest  corporation  in  the 
world.  We  serve  the  electronics,  telecommunica- 
tions, semiconductor,  genetic  engineering, 
construction,  shipbuilding,  aerospace,  chemical 
and  heavy  industry  fields. 

Simply  put,  we've  built  a  strong  network  of 
business  relationships  spanning  a  broad  base  of 
industries.  We  know  success  is  measured  not  just 
by  our  achievements  —  and  there  have  been 
many  —  but  also  by  the  quality  of  our  journey. 

With  our  technology  and  human  resources, 
we  at  Samsung  and  our  business  partners  look 
forward  to  serving  you  in  the  21st  century. 

Join  us  in  celebrating  this  significant 
milestone 


SAMSUNG 


CPO  Box  1144  Seoul,  Korea 

Tel:  751-2114  Telex:  STARS  K23657/K23302/K23169 

Cable  Address:  STARS  SEOUL 


Business  Lines  of  the  Samsung  Group 
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'  Samsung  Co.,  Ltd. 

'  Cheil  Sugar  &  Co  ,  Ltd. 

'  Cheil  Wool  Textile  Co    Ltd. 

<  Cheil  Synthetic  Textiles  Co.,  Ltd. 

■  Chonju  Paper  Manufacturing  Co.,  Ltd 

1  Joong-ang  Development  Co  ,  Ltd 

'  Samsung  Electronics  Co.  Ltd. 

1  Samsung  Electron  Devices  Co  ,  Ltd. 

>  Samsung  Electro-Mechanics  Co  .  Ltd. 

•  Samsung  Corning  Co.,  Ltd. 

>  Samsung  Semiconductor  & 
Telecommunications  Co.,  Ltd. 

>  Samsung  Aerospace  Industries  Ltd. 

>  Samsung  Watch  Co. ,  Ltd. 

•  Samsung  Petrochemical  Co.,  Ltd 


•  Samsung  Shipbuilding  & 
Heavy  Industries  Co.,  Ltd. 

•  Samsung  Construction  Co. ,  Ltd. 

•  Korea  Engineering  Co.,  Ltd. 

•  Dongbang  Life  Insurance  Co    Ltd. 

•  Ankuk  Fire  &  Marine  Insurance  Co..  Ltd. 

•  Shinsegae  Department  Store  Co..  Ltd. 

•  Hotel  Shilla  Co.,  Ltd. 

•  The  Joong-ang  Daily  News 

•  Samsung  Medical  Systems  Co    Ltd. 

•  Samsung  Hewlett-Packard 

•  Samsung  Data  Systems  Co..  Ltd. 

•  Koryo  General  Hospital 

•  Samsung  Lions  Co.,  Ltd. 

•  Samsung  Foundation  of  Art  &  Culture 


an  founder  Kazuo  Wada  and  his  mother  (and  Yaohan  chairwoman),  Katsu,  at  prayer 
Seicho  No  le,  he  says,  promotes  harmony  in  the  company  and  better  customer  service. 
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As  a  young  man,  Kazuo  Wada  wanted  to 
change  the  world  through  communist  rev- 
olution. Then  he  found  a  different  religion 
and  a  higher  calling. 

Southeast  Asia's 

missionary 

retailer 


By  Andrew  Tanzer 


IiKt  man-,  oi  [apan's  retailers,  Ka- 
_zuo  Wada  doesn't  think  much 
lot  his  country's  protectionist 
laws,  especially  those  that  relate  to 
retailing.  In  the  1970s  I  oacted 

laws  that  sharply  restrict  the  expan- 
sion of  chain  stores  in  ordei  to  protect 
the  interests  of  politically  powerful 
small  retailers  and  whok  Sniffs 

Wada:  "I've  never  heard  of  such  ndic- 
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ulous  laws." 

Some  ot  lapan's  aggressive  retailers, 
such  as  Masatoshi  Ito's  Ito-Yokado 
Co.  (Forbes,/////*' _'.  198S),  have  react- 
ed to  the  anti-chain-store  laws  by  di- 
ve rsifying  into  restaurants  and  conve- 
nience stores.  Wada  chose  to  go  over- 
seas "I  wanted  to  be  the  Sony  of 
retailing,"  he  explains,  recalling  how 
his  upstart  supermarket  chain  added 
links  by  opening  stores  overseas  be- 
Eore  its  competitors. 


If  Wada,  58,  has  a  long  way  to  go  to 
catch  Sony's  Akio  Morita,  his  foreign 
campaign  has  nonetheless  fueled  re- 
markable growth.  Wada's  supermar- 
kets and  department  stores,  grouped 
as  the  Yaohan  Department  Store  Co., 
now  gross  $1  billion  (sales)  a  year, 
with  $250  million  of  that  booked  out- 
side of  Japan.  Headquartered  near  a 
hot  springs  resort  in  Shizuoka  Prefec- 
ture, 60  miles  west  of  Tokyo,  Yaohan 
is  [apan's  biggest  and  fastest-growing 
overseas  retailer.  It  operates  16  stores 
in  six  foreign  countries  and  expects  to 
quadruple  overseas  floor  space  and 
sales,  to  $1  billion,  by  the  early  1990s. 

Wada  has  the  zeal  of  a  missionary, 
and  not  without  reason.  Recalling  one 
of  Graham  Greene's  communist 
priests,  Wada  was  expelled  from  col- 
lege in  1950 — but  later  was  reinstat- 
ed— when  he  was  21,  for  activities  in 
the  Japan  Communist  Party.  He  says 
he  joined  the  party  to  rebel  against 
the  merchant  background  of  his  par- 
ents, who  ran  a  small  grocery  store  in. 
Shizuoka. 

Fortunately,  Wada's  mother,  who  is 
today  chairwoman  of  Yaohan,  sent 
him  to  an  indoctrination  session  in 
Seicho  No  le  (translation:  House  of 
God's  Children).  Seicho  No  le  is  a 
religious   sect   indigenous   to   Japan. 
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OUTFOX 
THE  BEAR. 


Come  recession,  come  recovery,  come  what  may, 
Hanson  PLC  has  always  come  up  with  better  results  than 
the  previous  year. 

Every  year  for  our  entire  24  years. 

Our  dividends  have  grown  at  an  average  annual 
compound  rate  of  24.4%.  Our  profits  have  grown  at  an  av- 
erage annual  compound  rate  of  45.2%.  And  our  earnings 


per  share  have  grown  at  an  average  annual  compound 
rate  of  21.8%. 

Sales  have  risen  from  $2.9*  million  in  1964  to  $11 
billion  in  1987.  And  after  just  fourteen  years  in  America, 
Hanson's  U.S.  operation  would  now  rank  among  the  top 
sixty  Fortune  500  industrial  companies. 

We've  come  a  long  way.  Come  what  may. 
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1964 

1965 

1966 

1967 

1968 

1969 

$0.2 

(S  MILLIONS) 

$0.6 

$0.7 

$1.0 

$2.0 

$3.6 

1970 

1971 

1972 

1973 

1974 

1975 

$3.9 

$4.7 

$7.3 

$13.5 

$172 

$19.9 

1976 

1977 

1978 

1979 

1980 

1981 

$31.5 

$40.1 

$42.9 

$51.2 

$64.2 

$81.6 

1982 

1983 

1984 

1985 

1986 

1987 

k     $99.2 

$149.6 

$  277.7 

$415.2 

$762.1 

$  1,217.1     0 

HANSON  PRE-TAX  PROFITS  1964-1987. 
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I— I  A  [X^  ^  I     I  ^y        Here  today.  Here  tomorrow. 

For  further  information  contact  Karen  Levy,  Investor  Relations,  410  Park  Avenue,  New  York,  NY  10022  212-826-0098. 


Founded  in  1930  and  borrowing  from 
both  Christianity  and  Buddhism,  Sei- 
cho  No  Ie  teaches  that  all  humans  are 
children  of  God. 

Kazuo  Wada  saw  the  light,  quit  the 
party  and  entered  the  family  grocery 
business  in  1951.  He  remains  a  de- 
vout follower  of  Seicho  No  Ie.  The 
sect's  bible  is  required  reading  for  all 
of  Yaohan's  new  Japanese  employees, 
who  are  dispatched  to  a  spiritual 
training  center  at  the  foot  of  Mount 
Fuji.  The  company's  annual  reports 
and  brochures  are  filled  with  spiritual 
testimonials  by  employees,  some  of 
them  foreign  workers  at  overseas 
stores.  Wada  himself  rises  between  4 
a.m.  and  5  a.m.  every  day  to  medi- 


four  supermarkets  in  Japanese-Brazil- 
ian neighborhoods  in  Sao  Paulo.  "My 
religious  teacher,"  he  explains,  "lived 
in  Brazil." 

In  Brazil,  however,  commerce  and 
religion  failed  to  mix.  The  stores  were 
devastated  by  the  1973  oil  crisis. 
Wada  sold  them  at  a  loss  and,  unable 
to  get  his  cruzeiros  out  of  the  country, 
invested  them  instead  in  a  Brazilian 
ranch.  "I  learned  about  country  risk," 
he  grimaces. 

Wada's  next  target  was  closer  to 
home:  Singapore.  In  1974  Wada 
opened  a  supermarket  on  Singapore's 
fashionable  Orchard  Road,  the  first  of 
five  stores  in  the  booming  island  re- 
public. Today  Yaohan  is  the  leading 


.\  Yaoban  store  in  Los  Angeles  little  Tokyo  district 

The  beachhead  is  well  established. 


tate.  Seicho  No  Ie,  he  says,  promotes 
harmony  in  the  company  and  better 
customer  service.  Other  powerful 
Japanese  entrepreneurs  agree.  The 
founders  of  Matsushita  Electric  and 
Kyocera  Corp.  are  also  believers  in 
Seicho  No  Ie,  as  was  the  founder  of 
Ricoh.  The  sect  is  a  big  campaign 
contributor  to  the  ruling  Liberal 
Democratic  Party. 

Wada  harnessed  his  zeal  to  com- 
merce. "I  die  imed  of  being  a  diplomat 
when  I  was  young,"  he  tells  us  in 
Yaohan's  rickety  headquarters, 
housed  in  a  converted  bowling  alley 
on  a  fast-food  strip  in  Shizuoka.  "The 
dream  didn't  come  true,  so  I  decided 
to  start  an  international  business 
[instead]. " 

In  1961,  like  m  p  m's  aspir- 

ing merchants,  \'  !  the  U.S. 

to  study  the  retailing  industry.  He 
founded  Yaohan  in  <  ■  md  quickly 
opened  supermarket  store  out- 

lets in  Shizuoka.  In  1971  he  opened 
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retailer  in  Singapore,  where  per  capita 
income  has  expanded  from  $1,500  to 
$7,000  since  Wada  opened  his  first 
store  there. 

From  Singapore  Wada  moved  on  to 
other  high-growth  Asian  economies — 
Hong  Kong,  Taiwan,  Malaysia  and 
Brunei.  Wada  talks  confidently  of  ex- 
tending his  reach  into  China,  Thai- 
land and  Indonesia. 

The  merchant  missionary  picks  his 
store  sites  carefully  and,  like  Europe- 
an retailing  genius  Ingvar  Kamprad 
(see following  story),  thinks  constantly 
of  ways  to  bring  customers  into  his 
stores — and  keep  them  there.  In  tropi- 
cal areas  with  open-air  markets,  for 
example,  Wada  opens  air-conditioned 
supermarkets. 

Demographic  trends  receive  no  less 
attention.  While  upmarket  Japanese 
department  stores  like  Mitsukoshi 
and  Daimaru  were  opening  stores  in 
Hong  Rone's  Causeway  Bay  tourist 
district,  Wada  chose  a  new  town  with 


a  burgeoning  population  in  Hong 
Kong's  New  Territories  for  his  first 
Crown  Colony  outlet.  This  year  he 
will  open  his  third  store  in  Hong 
Kong,  making  him  the  colony's  big- 
gest retailer.  In  1990  Wada  will  open 
an  842,000-square-foot  department 
store,  Asia's  largest,  in  Taipei.  To  lim- 
it risk  on  this  megaproject,  he  will 
lease  space  to  Japanese  and  local 
vendors. 

During  the  years  of  the  Greater  East 
Asia  Co-Prosperity  Sphere — as  Japan 
called  its  colonization  of  much  of  the 
region  in  the  1930s  and  1940s — the 
Japanese  were  largely  reviled  as  eco- 
nomic and  political  oppressors.  But 
memories  have  faded.  In  Southeast 
Asia  today,  Yaohan  is  riding  a  boom 
in  Japanese  culture.  Japanese  fashion, 
design,  music  and  cuisine  are  trendy 
throughout  the  region.  To  further  de- 
velop local  goodwill  (and  protect  Yao- 
han's prices  against  the  yen's  sharp 
appreciation),  Wada  stocks  his  Asian 
department  stores  with  low-priced 
Japanese  electrical  appliances  assem 
bled  in  the  region. 

Yaohan's  U.S.  beachhead,  in  what 
Wada  calls  his  "Pan  Pacific  Era  Man- 
agement Strategy,"  is  already  estab- 
lished. In  1984  Wada  opened  a  Japa- 
nese supermarket  in  Torrance,  Calif., 
the  site  of  many  Japanese  businesses. 
In  1986  he  opened  a  department  store 
aimed  at  Asian  shoppers  in  the  Little 
Tokyo  section  of  Los  Angeles. 

This  year  Wada  will  open  a  huge 
"Japanese  culture"  shopping  center  in 
Edgewater,  N.J.,  near  the  large  Japa 
nese  community  in  Fort  Lee,  and  next 
year  one  in  Costa  Mesa,  Calif.  These 
developments  will  include  Japanese- 
style  supermarkets,  restaurants, 
bookstores,  electronics  shops  and 
fashion  boutiques.  Wada  says  he 
hopes  Americans,  too,  will  find  Japa 
nese  culture  intriguing. 

Thanks  primarily  to  Wada's  rapid 
expansion,  Yaohan's  net  margins 
have  been  unimpressive — often  less 
than  1%.  But  this  may  be  changing. 
Prudential-Bache,  one  of  the  few  bro- 
kerage houses  to  follow  the  company, 
estimates  that  Yaohan's  net  profits 
will  surge  29%  (in  yen  terms)  this 
year,  to  $14.4  million,  while  revenues 
will  grow  12%,  to  $1.2  billion.  That 
margin  is  still  subpar,  but  at  least  the 
direction  is  encouraging. 

Wada  has  two  brothers  and  five 
other  close  relatives  in  the  company. 
The  Wada  family's  15%  stake  in 
Yaohan  is  currently  worth  $140  mil- 
lion, thanks  to  the  Tokyo  market, 
which  prices  Yaohan  at  over  60 
times  earnings.  If  communism 
doesn't  pay,  Seicho  No  Ie  and  com- 
merce clearly  do.  ■ 


FORBES,  MARCH  21,  1988 


Look  inside 
and  you'll  find 
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We've  integrated  more 
different  electronic  systems 
into  more  different  air- 
planes than  anyone  else  in 
the  world. 

The  electronics  aboard 
the  Grumman  F- 14  Tomcat 
make  it  the  world's  most 
formidable  fighter.  We're 
developing  a  radar  system 
that  operates  in  space.  And 
systems  to  test  and  diagnose 
other  electronic  systems. 

Electronic  systems  make 
Grumman  planes  the  best 
for  the  jobs  they  do.  And 
electronic  systems  are 
creating  new  opportunities 
for  Grumman. 

Only  GRUMMAN 


GRUMMAN 


•  Registered  trademark  ol  Grumman  Corporation 


In  Japan,  A 

Meeting  That 

Seems  To  Go 

Nowhere 

May  Really 

Takelou  Places. 

Business  meetings  in  Japan 
may  surprise  you.  They  can 
be  long  and  go  in  many  direc- 
tions. But  you're  actually  laying 
the  foundation  for  extremely 
successful  relationships. 


Westin's  Akasaka  Prince  Hotel 
is  also  geared  to  make  your  busi- 
ness trip  a  success.  We  have  the 
largest  rooms  in  Tokyo,  stunning 
views,  21  -hour  room  service, a 
business  center  open  longer 
ih. in  anyone's  and  much  more. 

For  reservations  call  your  trav- 
el consultant  or  800-228-3000. 

For  our  free  "How  to  Get 
( )i  lcntcd  in  Japan"  kit.  write: 
Westin's  Pi  in<  e  1  lotelsof  Japan. 
700. South  Rower  Street,  Suite 
604,LosAnj         I    V90017 

Akasaka  prince  hotel 

TOKYO 


Westin 

Hotels  &  Resorts 

i in  peopi  i  i\D  n  vc  i  vci  m  stin 
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How  a  Swedish  farm  boy  created  jobs  and 
accumulated  $2  billion  by  bringing  mod- 
erately priced  furniture  to  working-class 
Europeans—  and  was  driven  into  tax  exile. 


The  workers 
friend 


i 


By  Peter  Fuhrman 


It's  late  afternoon  on  a  blustery 
winter  day  in  Roissy,  on  the  out- 
skirts of  Paris.  Thousands  of 
Frenchmen  careen  into  an  overflow- 
ing parking  lot  and  make  for  the  doors 
of  the  giant  sky-blue  store  200  yards 
off  in  the  distance.  A  sign  bids  them 
welcome:  "Bienvenue  a  Ikea." 

Welcome,  indeed,  to  Ikea  and  to 
well-designed,  solidly  built  furniture 
priced  for  Europe's  working  people. 
Ikea  has  become  the  watchword 
across  much  of  Europe  for  household 
goods.  The  privately  held  retail  chain 
has  11  stores  spread  across  18  coun- 
tries and  is  already  five  times  larger 
than  Sir  Terence  Conran's  much  bet- 
ter-known Habitat  chain,  the  only 
other  large,  multinational,  furniture 
retailer.  In  fiscal  1987  (ended  last  Aug. 
3 1 )  Ikea's  aftertax  profits  hit  $  1 55  mil- 


lion on  revenues  of  $2.1  billion.  That 
7%  aftertax  margin  compares  with 
the  2.7%  median  in  the  U.S.  retailing 
industry.  Return  on  equity  was  an 
impressive  30%  in  1987,  despite  very| 
little  debt. 

Few    American    consumers    knowl 
Ikea,  but  that  will  soon  change.  After  | 
opening  eight  stores  in  Canada  be- 
tween 1976  and  1982,  Ikea  tested  the  I 
U.S.  waters  in  1985  with  a  store  near 
Philadelphia,  and  the  following  year 
in  the  Washington  suburb  of  Dale 
City,  Va.  Together  the  stores  grossed 
$11  million  last  year,  and  severe  in- 1 
ventory  shortages  developed.  "We  un- 
derestimated by  50%  the  amount  of] 
business  we  were  going  to  do,"  admits 
Bjom  Bayley,  the  affable  40-year-oldj 
president  of  Ikea's  U.S.  operation.  A| 
third  store  will  open  in  Baltimore  lat- 
er this  year.  By  1992  Ikea  plans  tol 
have  ten  stores  operating  in  the  U.S.,1 


K 


_L 


Ikea  President  Anders  Moberg  with  founder  tngpar  Kamprad 
Deciding  to  "aide  with  the  many." 
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Consistent  performance.  Year  after  year.  Since 
1868,  clients  have  chosen  us  because  they  know 
•we  provide  the  consistency  they  seek. 

This  consistency,  this  staying  power,  has 
placed  us  among  the  top  50  financial  institutions 
in  America  with  over  $22  billion  of  assets  under 
management.  More  than  $34  billion  of  life  insur- 
ance in  force. 

Offering  Personal  Financial  Services, 
Employee  Benefits,  and  Asset  Management. 
Providing  wealth  accumulation,  retirement 
planning,  flexible  benefits,  cost  containment 
programs,  pension  fund  management,  and 
institutional  investments. 

If  consistent  performance  is  your  goal,  if  a 
solid  growth  pattern  is  what  you  are  after,  then 
demand  staying  power.  The  Power  of  the  Pacific. 

Pacific  Mutual 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 
1  800  544-3600 

70(1  Newport  Center  Drive.  Newport  Be.Hh,  CA  92660 


Why  Compaq  sale-: 
faster  than  any  othe 


Business  records  and 
Compaq  Computer 
Corporation  are  no 
strangers. 
We  achieved  the  highest  first- 
year  sales  of  any  company  in 
American  business  history.  In 
our  fourth  year  of  operation, 
we  broke  into  the  ranks  of  the 
FORTUNE  500,  faster  than  any 
other  company.  Now,  after  com- 
pleting our  sixth  year,  we've 
reached  annual  sales  of  over  one 
billion  dollars.  And  again,  we 
achieved  this  mark  faster  than 
any  other  company  in  history. 

While  these  achievements  are 
helpful  in  charting  a  company's 
progress,  the  real  story  behind 
this  success  is  COMPAQ  per- 
sonal computers.  Together, 
they  represent  the 
highest-  ff; 


Compaq 

was  first 

to  introduce 

and  advance  80386- 

!  personal  computing 


performance  line  of  personal 
computers  in  the  world.  Indi- 
vidually, each  has  been  singled 
out  by  industry  experts  and 


It  simply  works  better. 


demanding  users  as  the  best 
computer  in  its  class. 

The  high- 
performance  leader 

Performance  leadership  is 
earned,  not  claimed.  Compaq 
has  earned  this  distinction  by 
consistently  advancing  per- 
sonal computer  technology. 
We  demonstrated  this  by 
being  first  to  tap  the 
power  of  the  Intel' 
80386  microprocessor 
with  the  COMPAQ 
DESKPRO  386.  Then, 
just  a  year  later,  we 
were  first  to  advance 
80386  technology,  not 
once  but  twice,  with 
the  20-MHz  COMPAQ 
DESKPRO  386/20 
and  COMPAQ 
PORTABLE  386. 
Today,  they  are  the 
most  powerful  personal  com- 
puters in  the  world,  offering 
system  performance  that  rivals 
minicomputers! 

Building  bridges 


With  each 
innovation, 
Compaq 
pushes  the 


20MHz 


limits  of  personal  computer 
technology  while  preservin 
your  investment  in  industry 
standard  hardware  and  the  I 
world's  largest  library  of  buj 
ness  software.  Moreover,  wq 
design  our  machines  to  expU 
and  enhar; 
new  caparl 
ties.  Comfl 
options  sul 
as  VGA  1 


*Bued  on  in  independent  survey  of  209  PORT!  \i  :.  DO  companies. 

•Tests  conducted  with  fowei  Mi  1  2,  a  software  product  of  The  Database  Group  Index  based  on  a  scale  that  rates  the  IBM  PC/AT'  as  1  Intel  is  a  trademark  of  Intel  Corpora 

COMPAQ"  COMPAQ  DESKPRO  386*  and  COMPAQ  DESKPRO  286' are  registered  trademarks  of  Compaq  Computer  Corporation.  "Registered  U.S.  Patent  and  Trademark  Office. 


eached  $1  billion 
ompany§  in  history 


aphics,  3V2-inch  drives  and 
e  new  MS*  Operating 
stem/2  are  just  a  few  exam- 
|;s  that  set  us  apart. 

i  better  handle  on 
imputing 

I  portable  personal  comput- 
ii$,  we've  long  been  recog- 
tied  as  the  world  leader, 
bm  our  first  portable  to  the 


COMPAQ  PORTABLE  III  and 
now  with  the  COMPAQ 
PORTABLE  386,  we  give  users 
on  the  go  the  power  and  func- 
tionality of  a  desktop  com- 
puter. All  in  a  rugged, 
lightweight  package  built  to 

meet  the  rigors  of  the 

real  world. 

Proof  positive 

Maybe  the  best 
measures  of 
COMPAQ  comput- 
ers are  the  people 
who  evaluate  them 
and  use  them.  Admit- 
tedly, they're  a  criti- 
cal group.  That's 
why  Compaq 

engineers  our 
■      computers  to 
sssss^     exacting 
quality 


standards  and  tests 
them  in  real-world 
situations.  This 
attention  to  detail 
consistently  earns 
us  the  highest  qual- 
ity ratings  from 
industry  experts. 
And  the  highest 
satisfaction  ratings 
from  users  at  all 
levels.  Especially 


demanding  business  users.  In 
fact,  for  all  these  reasons,  more 
FORTUNE  1000  corporations 
plan  to  add  Compaq  to  their 
approved  vendor  lists  this  year 
than  any  other  brand! 

Worldwide  service 
and  support 

High- 

performance 
computers 
are  nothing 
without 
high- 
performance  dealers.  We  have 
a  worldwide  network  of  over 
3000  Authorized  COMPAQ 
Computer  Dealers  in  over  40 
countries.  Our  Dealers  are 
specially  trained  to  match 
COMPAQ  personal  computers 
to  your  every  need.  They  also 
give  you  the  added  advantage 
and  security  of  local  service 


CPU/Memory  ferformance* 


WI     COMWO 
•*■«    DKKWO     »" 
600,1        2K         TO     COMWO 


COMPAQ  PCs  «S 

outperform  IBM's  PS/2™ 
PC's  in  CPU/memory 
performance  tests. 


and  support.  For  more 
information  about 
our  products  and 
the  location  of  the 
Authorized  COMPAQ 
Computer  Dealer 
nearest  you,  call  1- 
800-231-0900,  Oper- 
ator 51.  In  Canada, 
call  1-800-263-5868, 
Operator  51. 

comPAa 


a  trademark  of  Microsoft  Corporation.  IBM  PS/2  and  IBM  PC/AT  are  trademarks  of  International  Business  Machines  Corporation.  Power  Meter  is  a  trademark  of  The  Database  Group. 
PAQ  DESKPRO  386/20™  COMPAQ  PORTABLE  386™  and  COMPAQ  PORTABLE  III™  are  trademarks  of  Compaq  Computer  Corporation.  ©1988  Compaq  Computer  Corporation. 


including  two  in  the  New  York  area. 
"These  guys  are  geniuses,"  marvels 
Jeffrey  Seaman,  merchandising  vice 
president  of  Seaman  Furniture  Co. 
Inc.,  America's  third-largest  furniture 
chain.  "Ikea's  merchandising  and  in- 
store  display  are  second  to  none." 

Already  U.S.  imitators  are  flattering 
Ikea.  St0r,  a  California-based  compa- 
ny, has  announced  plans  to  open  30 
stores  similar  to  Ikea's  on  the  West 
Coast.  St0r's  City  of  Industry,  Calif, 
branch  is  a  carbon  copy  of  an  Ikea 
store  down  to  the  ball-filled  children's 
playroom  and  the  red-shirted  employ- 
ees. "Sure,  we  learned  from  Ikea,"  ac- 
knowledges St0r  President  James 
Stadtlander,  "but  we  don't  plan 
to  send  them  a  royalty  check." 

Imitators  like  Stadtlander  will 
have  to  reckon  with  the  fact  that, 
at  its  heart,  Ikea  is  really  a  reflec- 
tion of  its  remarkable  founder's 
philosophy  of  life.  Its  founder  is 
Ingvar  Kamprad.  Now  62,  Kam- 
prad  grew  up  on  a  farm  in  bleak 
southern  Sweden  and  in  1947,  at 
22,  started  selling  flower  seeds 
and  ballpoint  pens  by  mail-order 
catalog.  Six  years  later  Kamprad 
opened  the  first  Ikea  furniture 
showroom  in  the  small,  southern 
Swedish  town  of  Almhult. 

Until  Kamprad  and  Ikea  came 
along,  the  selling  of  furniture  in 
Europe  was  handled  by  a  cartel  of 
small  local  shops  and  large  de- 
partment stores.  Prices  were 
high,  choice  limited,  delivery 
schedules  irritating.  Ordinary 
people  ask  for  decent  furniture? 
Now?  Too  bad  for  the  average 
people. 

Kamprad  set  out  to  change 
that.  He  began  selling  furniture 
unassembled,  in  easily  transport- 
ed compact  boxes.  These  knock- 
down kits,  in  turn,  were  collected 
by  customers  from  a  self-service 
warehouse  attached  to  the  showroom. 
Not  only  could  customers  get  furni- 
ture immediately,  they  could  get  it 
cheaply.  Ikea's  knockdown  furniture 
sold  for  30%  to  50%  less  than  com- 
peting, fully  assembled  products. 
Then,  as  now,  Ikea  offered  its  own 
copycat  versions  of  the  best  Scandina- 
vian designs. 

As  Ikea  continued  its  expansion  in 
Scandinavia,  Kamprad's  role  gradual- 
ly changed  from  entrepreneur  to 
spokesman  and  prophet  of  what  he 
calls  "the  Ikea  Way."  Ikea,  Kamprad 
instructed,  must  b  cost-conscious 
almost  to  the  point  of  tinginess."  All 
new  employees  are  hooled  in  Kam- 
prad's philosophy,  a  I  Iksy  blend  of 
prairie  populism,  Swedish  style,  and 
exuberant  capital ism     \  text  on  the 


Ikea  way  of  life,  written  by  Kamprad 
and  issued  to  all  senior  Ikea  execu- 
tives, holds  that  "too  many  new  and 
beautifully  designed  products  can  be 
afforded  by  only  a  small  group  of  bet- 
ter-off people.  We  have  decided  to  side 
with  the  many." 

Kamprad  includes  himself  among 
the  many.  He  is  renowned  among 
Ikea's  managers  for  staying  in  cheap 
hotels,  shunning  long-distance  calls, 
dressing  in  worn  sweaters,  and  taking 
the  same  15%  discount  on  his  Ikea 
purchases  as  all  other  employees. 

Kamprad's  overriding  objective  is  to 
draw  people  to  his  stores  and  keep 


Playroom  m  Iheu's  Pennsylvania  store 

While  the  kids  play,  their  parents  can  pay. 


them  there  until  they  buy  something. 
Years  ago  he  noticed  that  customers 
were  leaving  the  Almhult  store  emp- 
ty-handed, to  eat  or  because  they  were 
harried  by  restless  children.  So  Kam- 
prad added  a  budget-priced  restaurant 
and  a  children's  playroom.  People 
stayed  longer.  Business  boomed. 

Ikea's  two-story,  blue-painted 
stores  are  usually  situated  on  unde- 
veloped suburban  land,  to  catch  the 
steady  flow  of  Europeans  to  the  sub- 
urbs. All  the  stores  have  huge  parking 
lots  and  easy  access  to  major  motor- 
ways, as  well  as  low  prices.  Whether 
calculated  in  francs,  kroner,  pounds 
sterling  or  dollars,  Ikea's  furniture  is 
nothing  if  not  affordable.  Among  the 
12,000  items  produced  for  Ikea  by 
1,500  suppliers  in  40  countries  are 


standing  lamps  for  $45;  kitchen  tables 
for  $200;  tall,  wooden  bookcases  for 
$75.  So  difficult  is  it  to  keep  popular 
items  stocked  at  all  times  that  one  | 
Ikea  store  manager  says  supply  short- 
ages cost  the  company  close  to  $500 
million  in  lost  sales  a  year. 

For  bringing  good  design,  broad 
choice  and  moderate  prices  to  Eu- 
rope's middle-income  furniture  buy- 
ers, Kamprad  has  been  amply  reward- 
ed. Valued  at  a  very  conservative  ten 
times  trailing  earnings,  Ikea,  with  lit- 
tle debt,  is  worth  $1.5  billion.  To  lim- 
it death  duties,  Kamprad  in  1976 
transferred  ownership  of  Ikea  to  a ' 
Dutch  private  foundation  based 
in  The  Hague;  the  foundation  is 
controlled  by  its  chief  beneficia- 
ry, the  Kamprad  family. 

The  Kamprads  also  own  100%  ! 
of  an  independent  holding  com- 
pany called  Ikano  Group.  Origi- 
nally the  recipient  of  Ikea's  Scan- 
dinavian profits,  Ikano  now  holds 
significant  stakes  in  a  Danish 
bank,  a  computer  leasing  compa- 
ny, and  a  Swedish  venture  capital 
firm  among  others,  and  owns  the 
land  on  which  Ikea's  Scandina- 
vian stores  sit.  All  told,  Ikano  is 
worth  about  $450  million,  put- 
ting the  Kamprad  fortune  at 
around  $2  billion. 

How  has  Kamprad's  native 
Sweden  treated  this  entrepreneur 
who  has  improved  the  material 
lifestyle  of  Western  Europe's 
working  classes?  Not  well.  So- 
cialist Sweden  penalizes  such  en- 
trepreneurs with  a  top  personal 
income  tax  rate  of  80% .  Kamprad 
has  fled  the  country  to  take  up 
life  as  a  tax  exile  in  Lausanne, 
Switzerland. 

But  Kamprad  remains  passion- 
ately involved  in  his  creation.  He 
recently  made  a  surprise  visit  to| 
the  Ikea  store  outside  of  Copen- 
hagen, spending  several  hours  walk- 
ing the  aisles  and  offering  sugges- 
tions. At  the  close  of  business,  hel 
personally  thanked  each  of  the  store's) 
200  employees. 

After  Kamprad?  In  1986  he  appoint-l 
ed  as  president  his  chief  acolyte,  An-| 
ders  Moberg,   37,   who   joined   Ike 
straight  out  of  high  school  at  age  19.1 
For  Moberg's  guidance,  Kamprad  hasl 
prepared  his  "instructions  for  the  fu-[ 
ture,"  which  are  treated  as  scnpti 
at  Ikea  headquarters  in  the  Danis 
seaside   town   of   Humlebaek.    Fore-I 
most  among  Kamprad's  commands:| 
"No  effort  shall  be  spared  to  keep  the 
price  picture  down." 

Vows  Moberg:  "I  accept  all  of  Mr.l 
Kamprad's  ideas.  They  are  identical] 
with  mine."  ■ 
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MS  BABY  DELIVERS 


e  new  CM400.  Extra  muscle  for  a  new  class  of  trucks.  When  a  big  Class  8 
jst  too  much  for  tight  city  streets  and  Class  7  can't  handle  the  open  road, 
ick's  "Baby  8"  has  the  right  stuff.  Efficient,  240  hp  engine.  Rugged,  heavy- 
y  frame.  Smaller,  more  nimble  shape.  Big,  roomy  cab.  Competitive  price 
j  strong  warranty.  This  baby's  got  it  all! 


Mack 
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MACK  (II ALI IV 


(;reti  irademark  of  Mack  Trucks.  Inc 
Mack  Trucks.  Inc 


Taxing  Matters 


Edited  by  Laura  Saunders 


You  bought  a  dubious  tax  shelter  a  few 
years  back  from  a  fast-talking  promoter. 
Now  the  IRS  is  asking  questions.  Guess  who 
will  do  the  talking  for  investors. 

Fox  negotiates 
for  chickens 


By  Laura  R.  Walbert 


If  you  own  an  aggressive  tax  shel- 
ter, you  probably  feel  that  you 
have  been  bitten  by  a  snake.  First 
Congress  did  its  best  to  make  those 
generous  losses  worthless  in  the  1986 
tax  act.  If  the  deal  itself  has  worked 
out  less  than  beautifully — as  many 
have — you  may  also  be  wondering  if 
the  partnership's  promoter  took  you 
for  a  ride. 

And  your  troubles  aren't  over. 
Chances  are  that  the  taxmen  will  take 
a  swipe  at  the  shelter,  if  they  haven't 
already.  And  when  the  IRS  audits  the 
partnership,  guess  who  will  negotiate 
on  investors'  behalf.  The  same  pro- 
moter who  sold  it,  probably.  "If  the 
IRS  is  right  and  the  deal  was  improp- 
er, how  can  you  feel  comfortable 
about  the  guy  who  may  have  screwed 
you,  or  his  lawyer,  protecting  you?" 
says  Chicago  attorney  Herbert  Beigel. 

This  situation  stems  from  what 
Tax  Court  Judge  Arthur  Nims  calls 
the  court's  "inventory"  (read:  tremen- 
dous backlog)  of  tax  shelter  cases.  Un- 
til 1982  every  investor  in  a  limited 
partnership  had  a  right  to  a  separate 
IRS  audit,  settlement  offer  and  day  in 
court.  But  the  1982  tax  bill  changed 
the  audit  rules  for  partnerships.  For 
deals  with  tax  years  beginning  after 
September  1982.  a  single  partner— the 
"tax  matters  partner"— must  repre- 
sent the  entire  partnership  in  all  tax 
proceedings.  This  saves  the  IRS  and 
the  Tax  Court  li  its  of  time. 

The  troubh  thai  the  tax  matters 
partner  is  usu.  the  general  partner, 
who  may  ha  v.  i  ax  to  grind. 
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The  general  partner  might  negotiate  a 
settlement  that,  while  good  for  him, 
costs  investors  plenty. 

Big  money  is  at  stake.  The  Barrister 
partnerships,  for  example,  are  among 
a  series  of  book  publishing  deals  that 
raised  at  least  $200  million  from 
5,000  investors  in  the  early  1980s.  A 
$50,000  investment  in  a  1982  partner- 
ship was  to  generate  about  $150,000 
in  tax  deductions. 

So  far,  excluding  tax  breaks,  a 
$50,000  investment  has  yielded  "on 
average,  a  couple  hundred  dollars," 
says  Beigel,  who  is  representing  some 
800  investors  in  a  fraud  suit  against 
the  general  partner.  And  that  $50,000 
investor  now  owes  the  IRS  $200,000 
in  taxes,  interest  and  penalties. 

Of  course,  the  tax  bill  is  subject  to 
negotiation.  But  look  at  how  interest 
conflicts  with  duty.  Investors  in  earli- 
er Barrister  partnerships  won  settle- 
ments that  halved  their  tax  bills.  Bei- 
gel says  investors  could  do  even  better 
if  they  proved  they  were  defrauded. 
That's  because  the  IRS  may  waive 


penalties  for  investors  in  fraudulent 
deals.  But  no  general  partner  will  ad- 
mit he  committed  fraud.  Marvin  Gar- 
bis,  the  Baltimore-based  attorney  rep- 
resenting the  Barrister  general  part- 
ner, is  arguing  that  the  deal  is 
legitimate  and  therefore  the  IRS 
should  leave  everybody  alone. 

At  least  these  Barrister  investors  are 
taking  advantage  of  what  rights  they 
have  under  the  law.  Investors  with  a 
1  %  interest  and  investor  groups  with 
5%  of  a  partnership  should,  according 
to  the  tax  code,  be  notified  of  proceed- 
ings and  settlement  offers.  That  does 
not  always  happen.  Says  Garbis,  "The 
tax  matters  partner  may  have  gone  oui 
of  business,  skipped,  gone  to  jail.  Or 
you  have  a  dishonest  tax  matters  part- 
ner who  doesn't  send  notices  to  inves- 
tors. Or  limited  partners  simply  don'i 
participate." 

Relying  on  the  general  partner  can 
be  a  mistake.  Says  Garbis,  "Each  in- 
vestor has  to  know  up  front  that  I  am 
not  representing  him.  My  client  is  the 
general  partner." 

Not  all  lawyers  are  so  candid.  One 

promoter  of  a  series  of  oil  and  gas 

deals  under  IRS  audit  sent  a  letter 

asking  each  investor  for  $500.  The 

money  was  to  be  used  to  hire  a  law 

firm  to  fight  the  audit.  Meanwhile,  a 

group  of  investors  sued  the  general 

partner.  Then  the  general  partner  sent 

another  letter  stating  that  its  law  firm 

would   not   represent   the   investors 

who  sued.  "What's  so  horrible  about' 

that  is  that  the  law  firm  wasn't  repre 

senting  any  limited  partners  in  the 

first  place.  It's  representing  the  tax 

matters  partner,"  says  Beigel. 

Other  problems  arise  from  a  general 
partner's  keen  desire  to  avoid  going  to 
court.  "You  get  a  panicky  general 
partner  agreeing  to  settlements.  He 
wants  to  live  to  fight  another  day.  He 
can't  do  that  if  he's  dragging  this  case, 
on  in  court  and  he  loses,"  says  How- 
ard Levinton,  a  partner  with  account- 
ing firm  Grant  Thornton. 

The  dilemma  comes  down  to  this: 
You  can't  afford  to  let  the  general 
partner  negotiate  for  you,  but,  unless 
you  join  forces  with  other  investors, 
you  can't  afford  not  to.  Says  Levinton, 
"A  lawyer  may  cost  almost  as  much 
as  you  put  into  the  deal.  Smart  people 
will  take  their  lumps  and  go  home. 

New  rules  are  being  drafted  that 
will,  among  other  things,  give  inves; 
tors  60  days  to  object  to  a  Tax  Court 
settlement.  But  that  won't  change 
anything  at  the  IRS  level,  where  most 
of  the  action  is.  And  it  won't  change 
the  fact  that  a  lot  of  the  shelters  sold 
in  the  past  decade  have  been  disasters 
any  way  you  look  at  them,  pretax  oi 
aftertax.  ■ 
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e  Triple-A  Team. 

>ianne  Hederich's  determination 
elped  Battery  Park  City  turn  a  complex 
•ond  issue  into  a  simple  success. 


D 


ianne  Hederich  is  a  member  of  our 
'■.  ple-A  Team.  That's  the  name  we  give  our 
:  earch  staff  of  over  80  specialists  in  business, 
i/ernment  and  finance. 

It's  the  largest,  most  experienced  group  in 
!  municipal  bond  insurance  industry.  And  the 
■'St  dedicated. 

For  instance. 

New  York's  Battery  Park  City  Authority 
nted  to  float  a  highly  complex  bond  issue  that 
uld  ultimately  help  fund  low-income  housing. 

However,  bond  issues  that  are  difficult  to 
ierstand  are  difficult  to  sell.  And  many 
nicipal  financing  experts  felt  this  offering 
uld  not  achieve  the  rating  it  needed  to  attract 
lestors  within  the  available  time  frame. 

But  Dianne  Hederich  saw  value  in  the 
t  thority's  objectives  and  set  out  to  help  struc- 
iz  the  financing  as  an  insurable  credit. 

As  a  result  of  her  vision  and  determination, 
t  bonds  qualified  for  MBIA  insurance  and  the 
I  ple-A  ratings  it  brings.  And  the  Authority 
.'1  save  an  estimated  $12  million  in  interest 
)ense  over  the  life  of  the  bonds  as  a  result. 

What  does  all  this  mean  to  you? 

More  viable  bonds  for  issuers. 
More  valuable  bonds  for  buyers. 

As  a  municipal  bond  issuer,  you  enjoy  a 
re  favorable  interest  rate,  help  in  structuring 
nplex  issues,  and  more. 


As  a  municipal  bond  buyer,  you  get  our 
guarantee  that  principal  and  interest  will  be  paid 
on  time  and  in  full. 

And  all  our  bonds  receive  Triple-A  ratings 
from  Moody's  and  Standard  &  Poor's. 

We're  determined  to  make  your  bonds  a 
better  investment. 

For  more  information  call  914  681-1300. 
Or  write  to  Municipal  Bond  Investors  Assurance 
Corporation,  445  Hamilton  Avenue,  Box  788, 
White  Plains,  NY  10602. 


BIA 


Municipal  Bond  Investors 
Assurance  Corporation 


The  U.S.  is  now  paying  a  heavy — and,  it 
may  be,  ultimately  unaffordable — -price 
j  or  putting  criminals  behind  bars.  Here,  a 
report  on  some  promising  alternatives. 

Who's  punishing 
whom? 


By  Richard  Greene 


P\  icture  a  lovely  spring  day 
™  and  Ivan  Boesky,  wealthy  arbi- 
trager and  convicted  inside  trad- 
er, leaving  his  pleasant  Manhattan 
apartment. 

"Cab,  sir?"  inquires  a  doorman. 

"No,  thanks." 

Boesky,  dressed  in  coveralls  and 
work  boots,  is  picked  up  by  a  small 
yellow  van,  which  transports  him, 
three  car  thieves  and  two  pickpockets 
to  Central  Park,  where  the  six  felons 
spend  the  next  eight 
hours  scrubbing  graf- 
fiti off  statues  and 
grooming  the  bridle 
path.  When  Boesky 
arrives  home  that 
night,  an  electronic 
device  around  his  an- 
kle transmits  that 
fact  to  a  central  com- 
puter. If  he  sneaks  out 
before  the  next  morn- 
ing, the  computer 
will  immediately  call 
an  officer  of  the  court. 

Boesky,  in  fact,  got 
three  years  in  a  mini- 
mum security  prison, 
due  to  start  on  Mar. 
24.  But  was  that  a 
sensible  fate?  More 
and  more  s'ares  arc- 
now  facing  up  ti)  the  fact  that  prison 
cells  are  too  scarce  and  expensive  a 
resource  to  be  devoted,  indiscrimi- 
nately, to  everyoK-  who  happens  to 
break  a  law.  Forcing  lawbreakers  to  do 
menial  labor  is  only  one  possible  way 
to  cope  with  the  now  staggering  price 
society  pays  to  keep  wrongdoers  in 
prison.  Here's  an  update  on  the  costs 
and  the  search  for  alternatives. 

Keeping  an  inmate  in  a  state  or  fed- 
eral  prison   typical  lv    runs   between 
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The  state  of  Washington's  corvee 

lion  bead  (  base  Kucland 
Prisons  are  to  punish. 


kind  of  money  you  can  send  a  kid  to 
Harvard.  Maximum  security  prisons 
in  some  places,  like  New  York,  can 
run  far  higher — sometimes  $30,000  to 
$35,000  a  year.  Now  we're  talking 
about  sending  the  kid  for  summer 
study  and  travel  in  Europe  as  well.  As 
Orville  Pung,  commissioner  of  Min- 
nesota's correctional  system,  says 
ironically,  "Prison  is  the  ultimate 
welfare  state." 

Prisons  have  become  the  fastest- 
growing  major  user  of  state  revenues. 
In  Ohio  the  state's  general  budget 
grew  by  only  4%  for 
1988,  while  the  cor- 
rections budget  bal- 
looned by  16.5%. 
Texas'  general  budget 
grew  by  6.8%,  its  cor- 
rections budget  by 
33.8%.  Texas,  Flori- 
da, Michigan  and 
Ohio  now  spend 
around  $400  million  a 
year  operating  their 
prisons.  California 
and  New  York  spend 
about  $1  billion  a 
year. 

Staff  salaries  are  re- 
sponsible for  the  big- 
gest chunk  of  this  ex- 
pense, and  guards' 
salaries,  as  low  as 
$11,000  a  year  in 
some  states,  are  heading  inexorably 
upward.  But  the  biggest  cause  of  the 
prison  crunch  is  an  avalanche  of  pris- 
oners There  are  about  550,000  men 
and  women  in  the  nation's  prisons — 
500,000  in  state  facilities  and  another 
50,000  in  federal  prisons.  One  of  every 
450  Americans  is  in  prison — the  high- 
est rate  in  the  Western  World. 

The  burden  will  get  heavier.  We're 
adding  a  net  total  of  35,000  to  40,000 
inmates  a  year — the  equivalent  of  a 


$12,000  and  $24,00(1  a  year.  For  that     new  prison  every  four  days.  In  the 


meantime,  we're  exhausting  even,! 
short-term  fixes  in  coping  with  the 
crush— the  practice,  for  example,  of] 
keeping  prisoners  at  county  jails  in- j 
stead  of  transferring  them  to  state  and . 
federal  prisons.  These  jails,  now  hold 
ing  about  300,000  nationwide,  havej 
grown  overcrowded  and  unmanage-  \ 
able  themselves.  Witness  the  recent  j 
riots  on  New  York  City's  Rikers  Is- 1 
land,  in  which  much-needed  space  foil 
600  prisoners  was  temporarily  lost. 

Until  recently  the  crush  was  parth 
managed  by  jamming  two  or  three 
inmates  into  6-by-8-foot  cells  intend" 
ed  for  one.  "You  can  save  a  lot  oil 
money  that  way — until  you  get  sued,'  1 
says  Randall  Guynes,  president  of  si 
research  firm  that  deals  with  prison  l 
related  issues.  Indeed,  36  states  art] 
now  under  court  orders  to  make  ther 
overcrowded  prisons  conform  to  rnort  i 
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■side  the  walls  of  the  state  reformatory  in  Monroe,  Wash. 
•  et-tough  policies  have  made  good  politics  .  .  .  until  now. 



'jmane  occupancy  standards. 


Ktch  Fn.shman 


A  new  prison  typically  costs  be- 
veen  $15  million  and  $60  million, 
id  virtually  every  state  is  building 
ore.  In  Michigan  alone,  19  new  pris- 
is  are  under  construction,  another  7 
e  on  the  drawing  board  and  4  are 
;ing  refurbished.  "There's  no  bigger 
owth  industry  in  the  last  two  years 
Michigan  than  the  corrections  de- 
irtment,"  says  State  Senator  Jack 
'elborn.  The  Edna  McConnell  Clark 
mndation,  which  provides  funds  for 
iminal  justice  research,  reckons  the 
ition's  total  tab  for  prison  construc- 
\on  will  run  over  $2  billion  next  year 
id  around  $70  billion  over  the  next 
|)  years,  not  counting  inflation. 
Is  the  need  for  this  huge  outlay  the 
suit  of  some  ghastly  spike  in  the 
ime  rate?  Not  at  all.  Rates  of  fre- 
lency  for  many  crimes — including 


murder,  robbery  and  burglary — have 
come  down  since  1982.  But  in  the 
same  time  the  U.S.  prison  population 
has  grown  nearly  40% . 

The  avalanche  of  new  prisoners  is 
attributable  to  higher  conviction  rates 
and  longer  sentences — for  criminals 
of  all  types  generally,  for  drug  and  sex 
offenders  in  particular.  Until  now, 
such  get-tough  policies  have  made 
good  politics.  "No  judge  has  ever  been 
thrown  out  of  office  for  being  too 
harsh  on  sentencing,"  notes  William 
Kime,  deputy  director  of  research  in 
Michigan's  department  of  correc- 
tions. But  given  the  need  for  new  pris- 
ons, the  old  problem  of  cost  has  new 
weight.  The  public  generally  cheers 
when  a  bad  person  is  packed  off  to  jail, 
but  will  they  still  cheer  when  prison 
bond  issues  come  up  at  the  rate  of  $2 
billion  and  more  a  year? 


Further  complicating  that  question 
is  another  vexing  problem:  Do  incar- 
ceration rates  have  anything  to  do 
with  crime  rates?  Throwing  people 
into  prison  may  make  the  average  cit- 
izen feel  better,  many  penologists 
have  long  maintained,  but  it  doesn't 
make  him  safer.*  The  average  prison 
sentence  for  armed  robbery  in  Louisi- 
ana is  16.7  years,  nearly  double  the 
national  average.  But  Louisiana  has 
the  tenth-highest  rate  of  armed  rob- 
bery in  the  country. 

The  one  thing  prisons  unarguably 
do  well  is  punish  and  keep  lawbreak- 
ers off  the  streets  for  a  while.  But 


'  If  it  is  still  debatable  whether  prisons  detercrime,  it  is 

beyond  dispute  that  they  don't  rehabilitate  Says  Da 
vid  Ward,  bead  of  the  sociology  department  at  the 
I  niversity  of  Minnesota.    "No  one  can  argue  that 
people  are  better  off  for  the  experience  of  hat  ing  gone 
to  prison  " 
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Chevy  Astro.  When  fleets 
need  to  get  the  big  jobs  done, 
this  is  the  small  van  they  put 
their  money  on. 

Fleets  have  found  that  there  are 
two  types  of  compact  vans. 

The  ones  designed  primarily  as 
station  wagon  replacements. 

And  the  one  designed  to  give 
you  more  available  power  and 
torque,  more  cargo  space,  floor 
length,  and  width  between  the 
wheelhousings  than  you  can  get 
in  other  compact  cargo  vans* 

It's  called  Chevy  Astro.  And  it's 
available  from  the  people  fleets 
buy  more  compact  cargo  vans 
from  than  anybody  else  in  the 
business. 

Perhaps  it's  time  you  called 
on  them  too.  Just  contact  your 
Chevy  dealer  or  Field  Repre- 
sentative. 

•Excludes  other  CM  products 


THE 


OFAMER1CA 


TODAYS 
CHEVROLET 
FLEET  SALES 


i  their  cost,  prisons  will  always 
scarce  resource,  to  be  allocated 
with  tar  more  care  than  has  been  the 
custom  in  the  U.S.  That,  looking  at 
the  problem  another  way,  means  tak- 
ing sensible  risks  in  deciding  how 
some  lawbreakers  might  be  effective- 
ly punished  some  other  way. 

Hopeful  alternatives  do  exist,  but 
jobbing  out  inmates  to  commercially 
run  prisons  is  not  likely  to  be  one  of 
them.  That  may  make  the  prisons  we 
have  more  efficiently  run,  but  it  won't 
significantly  stem  the  total  cost  of  a 
growing  prison  population. 

More  to  the  point  are  those  alterna- 
tives that  actually  get  people — many 
of  them  nonviolent  criminals  who  do 
not  need  to  be  kept  off  the  streets — 
out  of  prison.  Evidence  is  building 
that  drunk  drivers,  hit- 
and-run  drivers,  bur- 
glars, white-collar 
criminals,  forgers, 
fences,  car  thieves, 
even  some  sex  offend- 
ers can  all  be  punished 
effectively  without 
spending  $50  to  $100  a 
day  and  more  per  in- 
mate to  keep  them  be- 
hind bars. 

Electronically  moni- 
tored home  detention 
is  one  such  strategy.  In 
use  in  a  number  of 
states,  including  Cah 
fornia,  Florida,  Ken- 
tucky, Utah,  Oregon 
and  Delaware,  it  allows 
nonviolent  criminals 
to  be  incarcerated  in 
their  homes  for  periods 
that  arc  often  the 
equivalent  of  prison 
sentences.  Such  pris- 
oners generally  are  allowed  to  go  to 
work  or  look  for  a  job  during  the  day. 
If  they  Leave  their  houses  without  per- 
mission at  any  other  tunc,  electronic 
anklets  or  bracelets  can  report  that 
fact  to  the  authorities.  The  bracelets 
can  even  be  programmed  to  detect  the 
use  ot  di  alcohol. 

Intensive  supervision  programs 
that  keep  lav*  >rcakers  under  scrutiny, 
out  ot  prison,  tor  up  to  a  year  are 
anothei  strategy.  In  Georgia,  where 
such  .i  |  ias  been  particularly 

successful,  ol  unit  with  a  pro- 

bation  ob  st    live  times  a 

week,    have  n    unannounced 

drug  or  alc<  must   hold  a 

job — often  munity     sei 

vice— and  are  ect  to  cur- 

fews.   Tins  ate    about 

$1,700  per  yen,  v  Mth  a  con- 

servative est  im  hi  i  ,i  yeai 

for  incarceration 
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Nowhere  in  the  country  is  there  a 
more  sensible  approach  to  the  prison 
problem  than  in  Washington  State. 
Judges  there  determine  a  sentence 
guided  by  a  grid  that  coordinates  a 
specific  offense  with  the  felon's  rec- 
ord. First-degree  arson,  for  instance, 
will  get  you  two  years  if  you  have  no 
record.  A  burglar  with  four  offenses 
will  spend  13  months  in  prison. 

The  Washington  experiment  rests 
on  pioneering  work  in  Minnesota, 
where  the  system  has  been  success- 
ful. But  Washington,  a  larger  state  and 
one  with  a  higher  crime  rate,  is  a  more 
crucial  test. 

"We  made  the  decision  in  Washing- 
ton that  prisons  are  made  primarily  to 
punish,"  says  Chase  Riveland,  the  45- 
year-old,  6-foot-2  chief  of  Washing- 


\  Delaware  burglar  under  house  arrest  wearing  an  electric  anklet 
Hopeful  alternatives  do  exist. 


ton's  correctional  department.  "We 
want  to  have  longer  terms  for  violent 
criminals  and  shorter  terms  for  nonvi- 
olent property  offender 

Net  result:  About  1,700  fewer  peo- 
ple were  incarcerated  over  the  last 
couple  of  years,  with  no  noticeable 
effect  on  the  crime  rate.  "It  we  had 
been  operating  under  the  old  law," 
says  Riveland,  "1  would  have  had  to 
build  at  least  three  new  facilities  to 
hold  those  people,  at  a  cost  of  $100 
million,  with  $15  million  a  year  oper- 
ating  costs."  The  state  even  rents 
cells  to  the  federal  government  for 
$27  million  a  year. 

What  is  Washington  doing  with  the 
people  it  has  chosen  not  to  imprison? 
First-  or  second-time  property  offend- 
ers  mostly,  they  generally  find  them- 
selves  doing  community  service. 
rheir  tasks  vary  from  sweeping  up 
National  Guard  armories  to  helping 


fight  forest  fires.  Is  community  ser- 
vice— also  in  use  in  many  other 
states — sufficient  punishment?  "It's 
still  a  limitation  on  freedom,"  says 
Riveland.  "It's  a  different  degree  of 
punishment,  hopefully  in  proportion 
to  the  crime." 

Such  alternatives,  paradoxically, 
can  have  the  effect  of  strengthening 
get-tough  policies  aimed  at  more  dan- 
gerous felons  already  in  jail.  For  those 
who  wind  up  in  a  Washington  prison, 
there  are  no  quick  paroles  after  a  few 
years.  A  prisoner's  sentence  can  be 
cut  by  a  maximum  of  only  one-third 
for  good  behavior.  "One  of  the  few 
things  that  seem  to  have  impact  on 
criminals  is  the  certainty  of  some- 
thing happening,"  says  Riveland. 
"Not  the  degree  but  the  certainty." 
The  greatest  single 
benefit  of  Washing- 
ton's program,  howev- 
er, is  that  it  allows  the 
state  legislature  to 
make  intelligent  deci- 
sions about  criminal 
justice  with  their  costs 
in  mind.  If  a  legislator 
wants  to  wow  the 
crime-fearing  folks 
back  home  by  doubling 
the  mandated  sentence 
for  burglary,  say,  he's 
going  to  have  to  listen 
to  Chase  Riveland  tell 
him  exactly  how  much 
that's  going  to  cost. 
"We  can  predict  what 
the  need  in  funds  is  go- 
ing to  be  from  a  certain 
decision  six  years  out 
or  more,"  says  Rive- 
land. "That  has  result- 
ed in  the  legislature's 

being     very     cautious 

and  very  frugal." 

Despite  the  huge  cost  of  the  U.S. 
penal  system,  that  way  of  thinking  is 
still  rare.  Says  Michigan's  Kime:  "The 
size  of  prisons  is  determined  by  the 
courts,  because  the  courts  decide  how 
many  go  to  prison  and  for  how  long. 
But  the  courts  don't  have  to  appropri- 
ate the  money  to  build  them." 

Alternatives  to  incarceration  won't 
be  accepted  overnight,  fudges  are  jus- 
tifiably fearful  of  public  outcry  at  a 
perceived  "softness"  on  crime.  Equal- 
ly important  are  yet-to-be-answered 
questions  about  the  Constitutional, 
authority  for  some  alternatives. 

But  the  prospect  of  building  new 
prisons  at  the  rate  of  $2  billion  a  year 
seems  certain  to  raise  voter  con- 
sciousness everywhere.  It  will  surely 
embolden  hard-pressed  legislators  and 
penologists  to  push  harder  for  promis- 
ing alternatives.  ■ 
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Worldwide  Fans 

CFM56  engines  enjoy  international 
acclaim.  After  millions  of  hours  of 
experience,  the  CFM56-2  and  -3 
are  in  a  class  by  themselves  for 
high  reliability,  outstanding  dura- 
bility, and  low  operating  costs.  As 
a  result,  the  -3  has  rapidly  become 
a  best  seller  in  the  world  of  high 
bypass  turbofans. 

The  CFM56-5  is  a  high  perform- 
ance derivative  of  this  outstanding 
engine  family.  It  will  provide  the 
lowest-risk,  lowest-cost  power 
available  for  its  applications. 

With  all  this,  aircraft  like  the  A320, 
A340,  737-300,  737-400,  737-500, 
and  DC-8  Super  70  can  rely  on 
the  CFM56  family  for  power  that 
fits  perfectly.  No  wonder  we  have 
so  many  fans  around  the  world. 


cf m  Q  international 
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THE  TELEPHONE  CONNECTION 

These  days,  when  people  communicate, 

Hi!  Hold  just  a  second,  please. 

it  takes  an  array  of  high-tech  equipment 
Sir7 May  I  suggest  some  roses? 

to  make  it  possible.  But  more  important, 
/'//  check  ..I'm  back— what's  the  scoop? 

it  takes  dedicated  professionals  to  make 
Red  are  gorgeous. 

the  technology  work.  So  when  you  conmt 
What  does  he  do? 

with  Centel,  we  connect  you  with  peopl 
Cactus?  I  don't  know,  sir 

before  we  connect  you  with  technology. 
He  does ? 

Because  thafs  what  communicating 
A  good  decision.  With  a  bow? 

is  all  about. 
Ves.  Cacti.  Very  much  Thank  you.  Good-bye. 

CENTEL  \ 

WHERE  PEOPLE  CONNECT  I 

BUSINESS  SYSTEr     •  CELLULAR  COMMUNICATIONS  •  TELEPHONE  •  CABLE  TELEVISION  •  POWER  DISTRIBUTION 

For  more  information  about  Cente/'s  telephone  operations,  write  Department  F  8725  Higgms  Road,  Chicago.  IL  60631  ©  1987  Centel  Corporation 


Darents  are  buying  Gerber  baby  food.  Next 
iroblem — the  rest  of  the  company. 

How  much 

strained  spinach 

can  you  take 

to  the  bank? 


By  Charles  Siler 


W  T  HAS  BEEN  TWO  YEARS  since  m- 

I  mors  of  broken  glass  in  jars  of  its 
Wm  baby  food  sent  market  share  and 

j.rofits  sliding  at  $917.3  million  (1987 

Sales)  Gerber  Products  Co.,  the  big 
iaby  food  maker  in  tiny  Fremont, 
Aich.  (pop.  3,672). 

I  Gerber's  share  of  the  U.S.  baby  food 
lusiness,  which  had  averaged  a  solid 
.9%    through   the    1980s,    suddenly 

popped  to  52%  in  March  1986  during 
he  glass  scare.  Profits  from  continu- 
ng  operations  slumped  to  $37.1  mil- 
ion  in  fiscal  1987,  from  $44  million 

i  2  months  before.  The  company  was 
hen  led  by  William  McKinley,  who 
gnored  the  advice  of  his  public  rela- 
ions  agency  and  doggedly  refused  to 

•ecall  any  Gerber  products,  though 
he  state  of  Maryland  did  pull  them 
rom  stores  temporarily.  Gerber  in- 

l  tead  boosted  its  ad  spending  50%,  got 
narket  share  back  up  and  salvaged 

I  he  quality  reputation  it  had  built 
vith  parents  across  America. 

!  Moms  and  dads  are  once  again  stuff- 
rig  their  infants  with  Gerber's  183 
arieties  of  baby  foods,  juices  and  ce- 
eals.  Market  share  has  rebounded  to  a 
heering  70%,  and  profits  have  in- 
reased  47%  in  the  first  nine  months 

,if  the  company's  current  fiscal  year. 
phey  are  estimated  to  reach  $5 1  mil- 
ion,  or  $2.60  per  share,  for  the  year, 
n  increase  of  38%. 

The  renewed  strength  of  its  baby 

ood  operation  has  given  the  company 

little  breathing  room  to  ponder  its 

.iext  steps.  And  a  good  thing,  too,  be- 
ause  Gerber's  performance  over  the 
ast  five  years  as  it  tried  to  be  a  lot 
Qore  than  just  strained  spinach  has 
■ot  been  impressive.  With  a  five-year 
verage  return  on  equity  of  14.2%,  in 
n  industry  where  nearly  18%  is  the 
orm,  Gerber  ranked  21st  in  Forbes' 


annual  year-end  industry  tally.  Worse 
for  shareholders,  it  ranked  23rd  in 
earnings  per  share  growth,  with  a  five- 
year  average  of  -3%,  while  the  indus- 
try averaged  nearly  11%. 

A  seven-year  program  to  diversify 
into  children's  apparel  and  furniture 
has  turned  into  a  major  drag  on  prof- 
its. In  the  most  recent  quarter,  for 
example,  earnings  in  the  apparel  divi- 
sion, which  makes  sleepwear  and 
sportswear,  sank  57%,  and  the  furni- 
ture division,  which  produces  stroll- 


^^m 


ers  and  high  chairs,  lost  $3.8  million. 
The  results  are  especially  trouble- 
some because  the  two  divisions  ac- 
count for  43%  of  sales,  nearly  as 
much  as  baby  food.  Another  loser,  the 
company's  trucking  subsidiary,  CWT 
Inc.,  is  being  shut  down.  Gerber  has 
also  spent  more  than  $40  million  to 
buy  into  the  business  of  operating 
day-care  centers,  with  scant  returns 
so  far.  The  company  simply  hasn't  yet 
found  the  formula  for  transferring  the 
marketing  magic  of  its  powerful  baby 
food  name  onto  child  care  or  kids' 
furniture  and  clothing.  That's  curi- 
ous, since  you  would  think  that  trans- 
fer would  be  relatively  easy  in  such 
closely  related  products. 


Which  was  almost  certainly  what 
Gerber's  board  of  directors  thought, 
too,  when  it  removed  Chief  Executive 
Officer  William  McKinley  in  May. 
Though  McKinley,  a  lawyer,  had 
powered  the  company  through  its 
glass  scare,  he  ruffled  a  lot  of  feathers 
with  his  gruff  and  stubborn  manner  in 
the  process.  And  he  was  never  able  to 
show  that  he  could  manage  anything 
besides  a  baby  food  company.  Five 
weeks  after  McKinley  stepped  down, 
his  replacement,  former  president  and 
chief  operating  officer  Leo  Goulet, 
died  of  a  heart  attack. 

So  for  the  first  time  in  Gerber  histo- 
ry, an  outsider  was  brought  in  to  run 
this  conservative  and  insular  compa- 
ny, a  55-year-old  Australian,  David 
Johnson.  Johnson  had  doubled  the 
size  of  Bay  Shore,  N.Y.-based  Enten- 
mann's  Inc.'s  bakery  business  in  six 
years,  to  annual  sales  of  more  than 
$600  million.  At  Entenmann's — first 
part  of  Warner-Lambert  Co.  and  later 
a  cog  in  the  General  Foods  combine — 
Johnson,  a  numbers  man,  was  a 
hands-on  manager  and  a  stickler  for 
details.  Perhaps  almost  as  important, 
he  also  earned  a  reputation  for  being 
something  of  a  corporate  diplomat, 
essential  for  success  at  a  place  like 
Gerber.  "The  finesse  he  exercised  by 
bringing  in  what  was  needed  without 
offending  the  people  was  masterful," 
says  John  Langdon,  a  senior  vice  presi- 
dent of  Entenmann's  who  worked 
with  Johnson  for  eight  years. 

Though   he   only   began   work   at 
Gerber  in  October,  Johnson  has  al- 
ready shown  a  penchant  for  tough  talk 
and  quick  action.  Within  48  hours  of 
his  arrival,  he  had  written  off  the 
moneylosing  CWT  unit  and  begun 
grappling  with  the  struggling  furni- 
ture division. 
-      In     one    no-nonsense     meeting, 
'  Johnson    told    furniture    managers 

continued  losses  "couldn't  be  tolera- 
ted," recalls  Michael  Rocker,  who 
runs  that  unit.  All  divisions  were  or- 
dered to  prepare  detailed  business 
plans  for  one-,  three-  and  five-year 
periods,  something  that  had  never 
been  demanded  of  them  before. 

Gerber  executives  say  they  now  un- 
derstand why  their  new  boss  was 
nicknamed  "Quantification  Johnson" 
at  Entenmann's.  "If  we  grow  volume 
plus  4%  and  profit  plus  10%  and 
[competitors]  grow  plus  5%  and  12% 
respectively,  it's  a  bad  day,"  Johnson 
told  managers  at  one  meeting.  "It's  as 
simple  as  that." 

At  the  furniture  division,  which 
sold  two  brands  of  high  chairs — Cen- 
tury and  Bilt-Rite,  both  acquired  in 
the  early  1980s — the  strategy  was  to 
get  more  shelf  space  in  stores  by  hav- 
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IRA: 

Still  a  great 
idea. 


The  Power  of  Tax-Deferred  Compounding 

$2,000  per  year  for  30  years,  28%  tax  bracket 


$999,914 


$361,887- 


$424, 


$108,740 


$139,522 


$209,960  ■« 

"£    I 


Annual  Growth  Rate      5% 


10% 

Xon-tax-deferred 


15% 

Tax-deferred 


Compare  the  performance  of  an  IRA  to  a 
taxable  investment,  and  you'll  see  why  an 
IRA  is  still  a  great  idea.  Even  if  your  IRA 
contributions  aren't  tax-deductible,  your 
earnings  grow  tax-deferred.  The  difference 
over  the  years  can  be  dramatic! 

Where  you  invest  makes  a  difference,  too.  For 
example,  two  of  Twentieth  Century  Investors' 
mutual  funds.  Select  and  Growth  Investors, 

have  recorded  annual  compound  growth  rates 
of  19.8%  and  18.6%  for  the  past  15  years!  While 
past  performance  is  no  guarantee  of  future 
results,  a  lwcntieth  Century  IRA  is  still  a  great 
idea.  Write  or  call  for  a  free  Information  Kit 
and  Prospectus.  Please  read  the  Prospectus 
carefully  before  investing. 

Call  toll-free:  1-800-345-2021 


Please  send  a  free  Prospectus  to: 


ZIP 


No-Load,  No-Minimum  Mutual  Funds 
TO.  Box 419200,  Kansas  Gr%  MO  64141-6200 


ing  two  brands  instead  of  one.  No  ont 
bought  it,  says  Rocker.  So  why  noi 
sell  chairs  under  the  highly  respectec 
and  easily  recognized  Gerber  name! 
Because  managers  of  Gerber's  bab) 
food  business  thought  that  would  di 
lute  their  franchise.  Now  the  compa 
ny  has  begun  using  the  Gerber  nairu 
on  its  more  expensive  high  chairs. 

Gerber  is  also  trying  a  similar  ap 
proach  with  its  strollers,  a  business 
now  owned  by  low-cost  imports.  The » 
company     has     finally     decided    i'  I 
doesn't  compete  well  at  the  low  enc  I 
of  the  market  and  plans  to  move  some  ( 
of  its  stroller  production  back  to  thi: 
country  and  focus  on  higher-pricec 
strollers  that  should  have  fatter  profi  i 
margins.  A  Gerber-brand  carry  crill 
and  a  wind-up  swing  for  tots  will  alsc  f 
be  introduced  this  year. 

The  company  has  not  yet 
found  the  formula  for 
transferring  the  marketing 
magic  of  its  baby  food  name 
onto  child  care  or  kids' 
furniture  and  clothing. 
That's  curious,  since  you 
would  think  that  transfer 
would  be  easy  in  such 
closely  related  products. 
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None  of  these  moves,  though  thei 
marketing  logic  is  compelling,  guar 
antees  the  future  of  these  divisions 
So  far  Wall  Street  has  been  content  t( 
be  patient  because  of  the  company' 
baby  food  strength.  Gerber's  shan 
price  has  increased  19.9%  in  the  pas 
five  years,  compared  with  16.3%  fo 
the  S&.P  500.  The  stock,  recently  bad 
to  around  40  from  a  low  of  22  Vi  ii 
October,  is  trading  at  15.3  times  esti 
mated  earnings,  slightly  higher  thai 
an  average  food  industry  P/E  of  13.7 

lohnson's  immediate  job  has  to  be 
make  a  decision.  If  the  problems  ii 
apparel  and  furniture  can  be  solved  o 
the  divisions  can  be  sold,  Gerbe 
could  take  off.  Its  U.S.  competitors 
H.J.  Heinz  Co.  and  Beech-Nut,  hav 
been  unable  to  keep  the  market  shar 
they  snatched  from  Gerber  during  th 
glass  scare. 

That  humming  baby  food  busines 
gives  the  new  chief  executive  a  bit  c 
time  to  decide  what  to  do  with  th 
rest  of  the  company.  Some  Wall  Stree 
analysts,  particularly  those  lookin 
for  a  quick  kick  to  earnings,  are  sayin 
he  should  stick  to  his  strained  spinac! 
and  sell  the  rest.  Long  term,  howevei 
the  notion  of  building  the  Gerbt 
name  into  several  lines  of  well-rc 
spectcd  products  and  care  centers  fc 
children  must  appeal  to  an  ambitiou 
chief  executive.  ■ 
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A  new  name  for  banking  leadership  in  the  mid-Atlantic  states. 


MNC  FINANCIAL  is  a  diversified  full-service  regional  institution 
which  delivers  a  broad  range  of  commercial  and  consumer 
banking  services  in  Maryland,  the  District  of  Columbia, 
Delaware,  Pennsylvania  and  Virginia.  With  $1 7  billion  in  assets, 
MNC  ranks  as  the  35th  largest  U.S.  bank  holding  company. 

•  MNC's  net  income  for  1987  rose  21%  to  a  record 
$149  million,  the  third  consecutive  year  of  earnings 
gains  exceeding  20%.  ROE  was  16.56%  and  ROA  was 
1.00%.  The  company  increased  its  dividend,  improved 
its  asset  quality,  reduced  its  Latin  American  loan 
exposure  and  substantially  raised  its  LDC  reserves. 

•  MNC's  outlook  for  1988  is  excellent  as  a  result  of 
continued  strong  trends  in  loan  growth,  higher  non- 
interest  income,  effective  cost  controls  and  the  vitality 
of  the  Washington/Baltimore  market,  which  is  growing 
at  1 1/2  times  the  national  rate. 

•  MNC  is  the  number  one  marketer  of  credit  cards 

to  high-quality  affinity  groups — and  its  charge-off  ratio 
is  almost  half  of  the  industry  average.  Other  national 
speciality  products  include  asset-based  financing, 
marine  lending  and  auto/equipment  leasing. 

•  MNC  is  well  on  its  way  to  recovering  all  dilution 

within  two  years  after  its  1987  merger  with  American 
Security  Corporation. 

•  MNC  is  building  long-term  values.  Total  compounded 
annual  return  to  investors  for  the  past  5  years  is 

28%,  including  an  18%  growth  in  dividend  payments. 

For  a  copy  of  our  1987  annual  report,  write  or  call  David  L.  Spllman. 

Vice  President  and  Treasurer,  MNC  Financial,  Inc. , 

PO  Box  987,  Baltimore,  MD  21203  (800/521-3984).  OTC,NMS:MNCF 
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formerly  Maryland  National  Corporation 


Thanks  to  IB 

is  pickiri 


Desktop  publishing  was  invented  to 
help  you  create  handsome  documents 
right  in  your  own  organization. 

But  looks  aren't  everything.  So  at  IBM, 
we  now  make  Personal  Publishing  Systems 
^^^^^_  that  are  fast,  as  well.  All  by 

S — 


them  unique  is  that  they're  also  built  for 
speed.  And  the  tighter  your  publishing 
deadlines,  the  better  our  systems  look. 

How  IBM  is  rewriting 
performance  standards. 

In  every  desktop  publishing  system- 
information  is  passed  between  the  CPU 
and  the  printer.  And  for  most  systems, 

that's  where  the  publishing  process 

slows  down. 


The  lli\l  Personal  Publishing  S)  stem  /<•/>  von  design  and 
print  neartypeset  quality  documents. 

available  on  the  powerful  IBM  PS/2" 
Models  50. 60  and  HO.  in  addition  to  our 
economical  Model  30. 

Naturally,  our  systems  help  you  create 
captivating  documents.  But  what  makes 
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One  exception  is  the  IBM  Personal 
lishing  System.  Our  system  features  a 
rocessor  in  the  PC,  and  a  high-speed 
ter  interface.  That  arrangement,  along 
our  286  and  386  microprocessors, 
s  you  create  documents  fast 
What's  more,  IBM  makes  it  easy  to  get 
)f  the  starting  blocks. 
The  IBM  PS/2  Models  50, 60  or  80, 
!  the  Personal  Publishing  option,  and 
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the  IBM  SolutionPac™  Personal  Publishing 
System  (available  with  the  Model  30)  give 
you  everything  you  need  to  turn  drab 
documents  into  something  dramatic. 
The  system  includes  Microsoft's® 
Windows,  Aldus'  PageMaker®  and  Adobe 
Systems'  PostScript®  It  also  includes  the 
Personal  Pageprinter,  IBM's  laser  printer, 
and  a  complete  service  and  support  plan. 

The  system  that  saves  you  time 
can  now  save  you  $1,000. 

Right  now,  IBM  is  offering  a  $1,000 
rebate  on  the  IBM  PS/2  Model  80  with 
Personal  Publishing.  To  find  out  more 
about  our  $1,000  rebate,  and  The  Bigger 
Picture  in  personal  publishing  systems, 
call  your  participating  IBM  Authorized 
Advanced  Products  Dealer,  or  your  IBM 
Marketing  Representative  today. 

iHifi.  The  Bigger  Picture 

©IBM  1988.  IBM  is  a  registered  trademark.  SolutionPac  and  Personal  System/2  are 
trademarks,  of  IBM  Corporation.  PageMaker  is  a  registered  trademark  of  Aldus  Corporation 
Microsoft  is  a  registered  trademark  of  Microsoft  Corporation.  PostScript  is  a 
registered  trademark  of  Adobe  Systems  I  ncorporated  $  1.000 
rebate  offer  good  through  4/30/88- 


Numbers  Game 


A  client  threatens  to  have  its  Big  Eight 
auditor  arrested.  That's  how  heated  the 
controversy  over  accounting  for  new  fi- 
nancial instruments  has  become. 

L.A.  accounting 


By  Penelope  Wang 


IF  YOU  THINK  ACCOUNTANTS  Spend 
their  time  calmly  debating  the 
fine  points  of  accounting  princi- 
ples with  their  clients,  you  haven't 
followed  the  flap  between  Big  Eight 
accountant  Peat  Marwick  Main  &  Co. 
and  its  former  client,  Home  Owners 
Federal  Savings  &  Loan,  of  Boston.  So 
vicious  did  this  fight  become  that  the 
client  threatened  to  call  the  cops  on 
the  auditors. 

It  happened  like  this.  Home  Own- 
ers Federal,  the  largest  thrift  in  Massa- 
chusetts, has  been  using  federally  in- 
sured deposits  and  aggressive  ac- 
counting policies  to  help  it  grow  very 
rapidly.  In  1980  the  thrift  had  assets  of 
$314  million  and  earned  $800,000. 
Last  year  it  reported  assets  of  $3  bil- 
lion, earnings  of  $31.6  million. 

Home  Owners  management  didn't 
return  numerous  phone  calls  from 
Forbes.  But  according  to  documents 
recently  filed  at  the  Federal  Home 
Loan  Bank  Board,  the  thrift's  fight 
with  its  auditors  arose  over  the  sale  of 
mortgage-servicing  fees — the  income 
from  collecting  mortgage,  tax  and  in- 
surance payments.  Typically,  a 
thrift's  annual  profit  from  servicing  a 
mortgage  might  come  to  a  quarter  of 
1%  of  the  mortgage's  face  value. 
That's  $250,000  a  year  per  S100  mil- 
lion of  mortgages,  or  $2.5  million  over 
ten  years,  it  that's  the  lite  of  the  mort- 
gages in  the  pool 

The  sale  of  the  rights  to  service 
mortt,  □  in  the  industry. 

It's  a  nice  wa  je  upfront  money 

that  can  be  usci!  to  put  more  mort- 
gages on  the  book  -.  and  soon.  It's  also 
a  nice  way  to  bolstei  <.  mrem  reported 
earnings,  and  keep  the  stock  price  up. 
But  Home  Owners  •  u  up  with  a 
unique  twist,  selling  future  protits  on 
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its  mortgage-servicing  fees,  while  re- 
taining the  rights  to  the  underlying 
mortgages.  The  result,  a  new  financial 
instrument  and  a  new  financial  acro- 
nym: the  collateralized  indexed  annu- 
ity, or  CIA. 

There  are  a  couple  of  problems  with 
selling  that  future  stream  of  income. 
When  interest  rates  fall,  old  mort- 
gages are  frequently  prepaid.  So  the 
total  cash  flow  is  uncertain,  as  is  the 
value  of  the  underlying  securities. 
This  makes  the  servicing  income  dif- 
ficult to  sell. 


To  get  around  these  problems,  the 
thrift  indexed  its  CIA  cash  flow  as  a 
percentage  of  the  outstanding  balance 
ot  the  underlying  pool  of  loans.  The 
thntt  also  collateralized  the  underly- 
ing mortgages  with  U.S.  Treasurys 
and  other  liquid  securities.  This  gave 
an  appearance,  at  least,  of  stability 
and  continuity  to  Home  Owners' 
mortgage-servicing  profit  stream. 
Management  then  sold  the  future  ser- 
vicing income  stream  and  booked  the 
proceeds — $12.7  million — as  protit  in 
its  fourth  quarter,  ended  Sept.  30. 

Peat  Marwick  balked.  The  accoun- 


tants reasoned  that  beneath  all  the 
CIA's  bells  and  whistles,  Home 
Owners  still  bore  the  risks  of  default. 
Therefore,  the  proceeds  from  selling 
the  servicing  income  must  be  record 
ed  slowly.  They  must  be  deferred 
over  the  lives  of  the  underlying 
mortgages.  Home  Owners  could  not 
book  any  of  the  $12.7  million  of 
profits  in  its  fiscal  1987. 

Home  Owners  Chairman  Albert 
Holgerson  Jr.  was  appalled.  Without 
the  earnings  boost  from  CIA  sales, 
Home  Owners  posted  net  income  of 
only  $2.9  million  for  its  fourth  quar 
ter.  Annual  income  for  1987  increased 
over  1986,  but  was  below  manage- 
ment projections. 

In  its  filings  with  the  Federal  Home 
Loan  Bank  Board,  Home  Owners 
claims  that  Peat  Marwick  gave  verbal 
assurances  that  income  from  the  CIA 
sales  could  be  recognized  up  front, 
Peat  Marwick  categorically  denies 
that  claim.  "We  were  not  told  in  ad 
vance  about  the  CIA  transactions,' 
says  Robert  Happ,  managing  partner 
of  the  firm's  Boston  office,  "nor  did 
we  give  approval  for  them." 

Home  Owners  got  nasty.  When  the 
accounting  firm  notified  the  client 
that  the  CIA  income  would  have  to  be 
deferred,  Home  Owners  management 
threatened  to  arrest  a  Peat  Marwick 
partner  if  he  entered  the  thrift's  head 
quarters.  Peat  Marwick  replied  that, 
under  the  circumstances,  it  would 
have  to  qualify  Home  Owners'  1987 
results.  At  that,  the  thrift  quickly 
dropped  its  arrest  threat.  Says  Happ: 
"Obviously  it  was  an  emotional  re- 
sponse to  an  answer  they  didn't  like." 

Fifteen  minutes  after  Peat  Marwick 
signed  off  on  Home  Owners'  results, 
Holgerson  dismissed  the  firm. 

This  prickly  incident  is  part  of  a 
larger  issue — namely,  how  to  modem 
ize  accounting  rules  to  take  account 
of  all  the  new  and  complex  financial 
instruments  that  have  been  invented 
in  recent  years.  Rules  on  the  books 
have  often  produced  inconsistent  and 
misleading  results.  Think  of  Financial 
Corp.  of  America.  Think  of  Baldwin- 
United. 

Better  late  than  never,  help  is  on  the 
way.  Last  fall  the  Financial  Account- 
ing Standards  Board  issued  an  expo 
sure  draft  calling  for  footnote  disclo 
sure  of  comprehensive  information 
for   all   financial    instruments.    Says 
loan  Amble,  project  manager  at  FASB 
"We  need  to  let  investors  know  the* 
full  extent  of  a  company's  risk  and 
exposure,  and  find  a  uniform  way  to 
compare  them." 

The  FASB's  exposure  draft  has  out- 
raged many  in  the  banking  industry. 
Bankers  arc  especially  upset  over  the 
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i  difference  between  a 
lild  behind  the  wheel  of  a 

car  and  a  drunk  behind 
wheel  of  a  real  car  is  that 

one  of  them  is  funny, 
jeping  drunk  drivers  off 
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'  ilips  Petroleum  Company 

Performing  to  meet 
he  challenge  of  change. 
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IT'S  SOBERING  TO  THINK 

THAT  KIDS  TAKE  DRIVING  MORE  SERIOUSLY 

THAN  SOME  ADULTS 


rule  that  would  make  all 
financial  institutions  disclose  the 
market  value  of  their  assets  and  liabil- 
ities in  footnotes. 

Take  Citibank's  $4.5  billion  in  Bra- 
zilian loans.  Say  those  loans  are  worth 
only  $1.5  billion  or  so  in  the  secondary 
market  at  year's  end.  Under  the  FASB's 
proposed  rules,  Citibank  would  have  to 
record,  in  its  footnotes,  that  lower 
market  value  for  its  Brazilian  assets. 

Is  that  so  bad?  For  the  Brazilian 
loans,  perhaps  not.  But  the  issue  is 
more  complicated. 

Suppose,  for  example,  that  a  bank 


has  $1  billion  in  loans  outstanding  to 
small  businesses.  Should  banks  be 
forced  to  track  and  disclose  the  ups 
and  downs  of  small  business  loans  in 
their  portfolios,  as  the  FASB  would 
require?  Are  these  loans  different 
from  Brazilian  loans?  If  so,  how  so? 

Price  Waterhouse  partner  Barry  Rob- 
bins  says  that  market  valuing  isn't 
always  necessary.  "If  a  bank  holds  a 
loan  in  its  portfolio  until  maturity, "  he 
argues,  "the  market  value  of  those 
loans  is  of  no  particular  relevance." 
This  is  especially  true,  Robbins  adds, 
since  there  is  no  real  market,  and  so  no 


market  value,  for  many  loans. 

Still,  both  accountants  and  bankers 
realize  that  many  new  financial  prod 
ucts — from  interest  rate  swaps  to  col 
lateralized  indexed  annuities — are  so 
far  ahead  of  the  bookkeeping  rule 
that  no  one  really  knows  how  profit- 
able our  financial  institutions  are 
Worries  William  O'Halloran,  control 
ler  at  SunTrust  Bank  in  Atlanta:  "I'm 
not  sure  we  know  all  the  ways  there 
are  to  lose  money  on  some  of  thes< 
deals."  If  O'Halloran  is  confused, 
think  how  the  individual  investoi 
must  feel.  ■ 


What's  Dekalb  Corp.   stock  worth?  Stay 
tuned,  as  the  company  splits  into  three. 

Caution:  Financial 

alchemists 

at  work 


By  Steve  Weiner 


EVER  ACCOMMODATING,  the  71-1 
year-old  Dekalb  Corp.  has  all 
ways  tried  to  meet  the  needs  ol 
its  petroleum  and  agricultural  mar-lj 
kets.  When  its  hybrid  corn  seeda 
didn't  satisfy  farmers  back  in  thq 
1970s,  it  launched  a  decade-long] 
$170  million  research  program  thaJ 
brought  its  plants  up  to  snuff.  Wheii 
hog  producers  complained  that  Del 
kalb's  top  breeding  stock  was  tocj 
costly,  the  company  obliged  by  pro! 
ducing  a  slower-growing,  fatter,  econl 
omy-model  pig. 

Now  Dekalb  is  trying  to  solve  anl 
other  kind  of  marketing  problem— I 
stock  marketing.  Dekalb's  investl 
ment  bankers  are  convinced  that  thJ 
company's  over-the-counter  stock  il 
undervalued   by   as    much   as   35%1 


Dekalb's  Br\ 

Turning  a  mouthful  of  corporate  mush  into  bite-size  bits. 
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Inthe  old  cotton  fields  of  Alabama. 
\  lot  of  new  businesses  are  making  hay. 


Southlhjst  Bank  co-sponsored  this  ad  with  the  State  of  Alabama. 


Our  financial  institutions 
and  government  prepare 
fertile  ground  for  growth. 

The  following  comments  are 
y  Wallace  Malone,  Chief  Executive 
officer  ofSouthJrust  Corporation. 

"There  are  thriving  industrial  and 
;rvice  businesses  all  over  Alabama 
lat  were  brought  here  through  the 
ombined  assistance  of  Alabama 
nancial  institutions,  chambers  of 
ommerce,  cities,  counties  and  state 
overnment. 


"Executives  of  those  businesses 
that  have  relocated  or  expanded  here 
have  found  out  something  you  ought 
to  know  about:  No  state  will  do  more 
for  a  business  than  Alabama. 

"Our  financial  institutions  are 
very  generous  in  helping  to  capitalize 
a  new  industry  coming  into  the  state. 

"We  have  banks  in  Alabama  that 
can  make  large-scale  loans.  So  we 
have  some  heavy  financing  in  Ala- 
bama directly  through  our  financial 
institutions. 

"And  state  and  local  govern- 


ments offer  a  full  range  of  financing 
tools.  Industrial  Development  Bond 
issues  for  major  funding,  and  other 
programs  that  offer  grants  and  favor- 
able loans. 

"Wed  like  to  have  your  business 
here.  To  get  started,  just  call  us." 


AIJ\BAMA 

The  Great  Surprise. 


Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  Toll  Free  1-800-248-0033. 


largely  because  the  $367  million  (rev- 
enues) concern  doesn't  command  the 
attention  of  market  opinion  makers — 
analysts,  big  investors  and  the  press. 

Sure,  guys.  But  maybe  other  forces 
are  at  work.  One  of  them  is  that  virtu- 
ally all  (98%)  of  the  class  A  stock— 
the  only  class  that  has  a  vote — is  held 
by  descendants  of  the  founders,  thus 
eliminating  Dekalb  as  a  takeover  can- 
didate. Another  fact,  no  less  impor- 
tant: Dekalb  has  been  a  sorry  perform- 
er. Its  seed  business  lost  market  share 
steadily  for  12  years  until  1987.  Its  oil 
and  gas  businesses  have  until  recently 
been  little  better.  After  losing  $50.7 
million  in  1986,  the  company  finally 
turned  a  small  $16.9  million  profit 
last  year.  Average  return  on  equity 
since  1982  has  been  below  6%. 

Putting  a  value  on  the  De  Kalb,  111.- 
based  company,  then,  is  a  bit  like  try- 
ing to  assess  a  slightly  shabby  schizo- 
phrenic. Petroleum  experts  aren't 
likely  to  study  seed  germination  data 
to  determine  whether  Dekalb  may 
win  a  place  in  more  cornfield  furrows. 
And  food  analysts  are  rarely  keen  stu- 
dents of  OPEC's  policy. 

The  solution?  Turn  this  mouthful 
of  corporate  mush  into  bite-size  bits. 
Dekalb  plans  to  split  itself  into  three, 
maybe  even  four,  publicly  traded 
companies — one  producing  hybrid 
seeds,  pigs  and  chickens;  an  oil  well 
servicing  company;  an  oil  and  gas  ex- 
ploration and  development  company; 
and,  perhaps,  a  small  company  that 
makes  irrigation  gear.  Shareholders 
will  be  issued  stock  in  the  new  com- 
panies on  a  share-for-share  basis.  Un- 
der this  alchemic  theory,  Wall  Street 
thus  turns  a  company  made  of  base 
metals  into  three  of  pure  gold — well, 
"pure  plays"  in  any  case — that  are 
easy  to  understand  and  value. 

"It  ought  not  make  any  difference 
conceptually  whether  we  are  one 
company  or  two  in  terms  of  how  we 
are  valued,"  says  Bruce  Bickner,  De- 
kalb's chief  executive  officer  for  near- 
ly two  years.  "Unfortunately,  the  dif- 
ference is  so  substantial  that  we  are 
compelled  to  make  this  move." 

The  split  won't  happen  until  the 
end  of  August,  but  there's  already 
strong  evidence  that  the  market  ap- 
proves Dekalb  stock  traded  near  26 
before  the  October  crash,  then 
plunged  to  17.  In  late  October,  .lttcr 
the  company  announced  plans  to  re- 
structure, the  stock  surged  and  now 
trades  near  27  a  Ear  higher  rate  of 
gain  than  the  SixF  400  or  similar  inde- 
pendent oil  and  gas  companies. 

Dekalb's  aggregate  value  after  the 
spinoff?  Bickner  won't  officially 
guess,  but  he  distributes  independent 
research  that  suggests  $35  a  share  is 
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Dekalb's  price  surge 


Since  Oct.  29,  when  Dekalb  re- 
vealed its  plans,  its  stock  has 
surged  compared  with  petro- 
leum peers  and  the  market. 


Closing  stock  price  performance  index 
|  Dekalb  Corp.    □  S&P  400  D  Composite* 


160 
150 
140 
130 
120 
110 
100 
90 
80 


(Ian.  1987  =  100) 

> 

n> 

J 

A    A     I 

rv 

Nv 

V 

1 

3rd  quarter             4th  quarter 
1987 

1988t 

'Nine  independent  oil  and  gas  companies. 
tAs  of  2/19/88. 


easily  within  reach,  and  some  ana- 
lysts believe  $40  is  reasonable,  largely 
because  at  current  prices  Dekalb's  oil 
reserves  are  being  valued  at  25%  to 
50%  below  comparable  reserves  at 
other  companies.  It  won't  matter,  of 
course,  once  the  shareholders  find 
themselves  holding  three  decidedly 
different  bags  that  can  be  expected  to 
reflect  promptly  the  different  values 
of  their  contents.  Best  guessing  on  the 
initial  value  of  the  new  entities:  $7  or 
more  a  share  for  farm  products,  $4  to 
$6  for  oil  services,  and  $28  or  more  a 
share  for  oil  and  gas  exploration. 

Dekalb,  a  former  farm  cooperative, 
has  pondered  reformation  for  years 
but  was  always  stymied  by  the  abys- 
mal agricultural  and  oil  economies. 
When  its  prospects  improved  last 
May,  it  hired  three  investment  banks 
and  a  stock  trading  consultant  to 
study  the  situation.  Their  conclusion: 
Dekalb's  market  values  reflected  only 
the  worth  of  either  the  agricultural 
genetics  business  (one  of  every  three 
eggs  eaten  in  this  country  comes  from 
a  descendant  of  a  Dekalb-bred  chick- 
en) or  its  oil  and  gas  unit — not  both, 
and  not  at  all  the  value  of  Dekalb's  oil 
well  service  or  irrigation  businesses. 

Certainly  Dekalb  is  not  the  first  to 
try  this  divide-and-conqucr  gambit. 
AT&T  is  probably  the  biggest  exam- 
ple, though  it  would  not  have  split 
itself  up  without  a  federal  order.  Still, 
the  usual  procedure  is  to  retain  some- 
thing of  the  parent  company.  "It's  like 
playing  a  hand  of  cards;  the  invest- 


ment community  is  enamored  of  pure 
plays,"  says  Jim  McArthur,  investor 
relations  manager  at  First  Mississippi 
Corp.,  which  hopes  to  nearly  double 
its  $14  stock  by  selling  stakes  in  three 
businesses  to  the  public.  The  first, 
Melamine  Chemicals,  hit  the  street 
last  August,  and  the  other  two  are 
expected  this  year.  At  Freeport- 
McMoRan  Inc.,  annual  dividends 
have  grown  to  $3  a  share,  from  60 
cents,  since  1985,  when  the  company 
began  a  program  to  sell  small  public 
stakes  in  three  divisions. 

A  little  ironically,  Dekalb's  stock  is 
probably  now  headed  upward  anyway, 
because  each  of  its  businesses  has  im- 
proved markedly  since  1986,  when 
the  company  took  $104.8  million  in 
pretax  writedowns  for  its  seed,  oil 
well  servicing  and  oil  and  gas  busi- 
nesses. That  produced  the  $50.7  mil 
lion  1986  loss,  compared  with  earn- 
ings equal  to  $1.41  a  share  in  the  year 
ended  Aug.  31. 

Last  year  Dekalb  maintained  its 
seed  corn  market  share — now  9% 
compared  with  35%  at  its  larger  seec 
market  rival,  Pioneer  Hi-Bred  Interna 
tional.  Once  the  equal  of  Pioneer,  De 
kalb  in  the  late  1960s  fell  behind  ir 
hybrid  research.  Pioneer's  seed  pro 
duced  better  yields  and  lower-mois 
ture  corn  that  required  little  expen 
sive  drying.  Since  it  takes  as  long  a! 
14  years  to  develop  and  fully  market 
new  corn  strain,  Dekalb's  product* 
didn't  become  competitive  again  un 
til  a  few  years  ago. 

Dekalb's  oil  and  gas  reserves,  all 
North  America,  have  grown  for  eigh 
consecutive  years  and  should  ris( 
slightly  this  year.  Its  oil  well  servicinj 
company,  Pride,  now  breaks  even  af 
tcr  five  consecutive  years  of  losses 
Lindsay  Manufacturing,  maker  of  irri 
gation  equipment,  expects  pret 
profits  to  rise  by  nearly  50%,  to  per 
haps  $4  million,  now  that  its  plant  i! 
doing  contract  work  for  farm  imple 
ment  and  heavy  equipment  makers. 

Negative  factors:  The  seed  compa 
ny's  return  on  assets  is  below  11% 
compared  with  returns  of  well  abovt 
20%  for  the  small  Dekalb  operation; 
that  produce  hog  and  poultry  breedinf 
stock.  And  Dekalb  will  retain  dua 
classes  of  voting  and  nonvoting  stocl 
in  its  genetics  and  petroleum  compa 
nies,  meaning  the  founding  family': 
dominance  will  continue. 

Bickner,  who  will  run  both  compa, 
nies,  argues  that  most  investors  don' 
care  about  that.  "Over  time,"  he  says 
its  really  a  company's  financial  per 
formance  that  determines  the  attrac 
tiveness  of  its  stock."  And  if  tha 
doesn't  work,  maybe  he  could  try  put 
ting  them  all  back  together  again.  ■ 
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OMEBACKS  PUT  YOU  IN  THE  SPOTLIGHT." 


"The  light's  not  exactly  glamorous  in  a  come- 
iack.  but  it  is  bright.  So  you'd  better  know  what 
ou're  doing,  because  everybody's  watching. 

"Why  put  yourself  under  that  microscope? 
lecause  winners  have  to  win  again.  They  know 
hey  can  do  it.  They  come  back  to  show  the  world 
vhat  being  the  best  is  all  about. 

"So  you  fight.  You  fight  the  odds.  The  'experts.' 
he  clock.  And  yourselt  You  fight  all  day,  every 
ay.  That's  what  fighters  do. 


**?**  •  - 


"Let  me  tell  you,  my  comeback  was  the  hardest 
thing  I  hope  I'll  ever  have  to  do.  And  from  what  I've 
heard,  Frank  B.  Hall  is  no  stranger  to  the  kind  of 
effort  I'm  talking  about.  But  they're  getting  it  done. 

"Make  no  mistake,  Hall  is  on  the  comeback  trail. 
So  you're  going  to  see  some  long  faces  on  all  those 
'experts'  who  bet  long  odds  against  Frank  B.  Hall. 
You  see,  everybody  hits  the  ropes  now  and  then. 
But  a  real  champion  only  knows  one  thing. 
Winning." 
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International  leader  in  providing  insurance  and  reinsurance  brokerage, 
ployee  benefits  consulting,  and  risk  management  services. 

ank  B.  Hall  &  Co.  Inc. 

9  Pleasantville  Road  Briardiff  Manor.  NY  10510  (914)  769-9200 


Science  &  Technology 


Edited  by  Gary  Slutsker 

GE  once  lost  its  shirt  in  mainframes.  More 
recently  it  saw  its  time-sharing  business  go 
bad.  But  this  time  it  salvaged  a  very  profit- 
able networking  operation. 

Messenger 
of  the  gods 


Communicating  with  the  home  office  at  Joe  Rica  jap  Eagle  in  Detroit 

Think  of  it  as  a  kind  of  electronic  Federal  Express. 


By  Alyssa  A.  Lappen 


General  Electric  sold  off  its 
failing  computer  manufactur- 
ing line  in  1970.  It  seemed  to 
be  headed  for  another  computer  disas- 
ter in  1983,  when  its  time-sharing 
business  began  to  crash. 

GE's  Information  Services  division 
sold  $500  million  worth  of  computer 
time  in  1983.  Then,  when  computing 
powci  became  cheaper  to  own,  no- 
body rte  i  d  time-sharing.  "Our  reve- 
nue base  collapsed  "  recalls  Anthony 
Craig,  42,  a  BM  veteran  who 

now  is  president  of  GE  Information 
Services 

But  in  the  .irs  General 

Electric  has  turned  its  dying  time- 
sharing operation  high-tech 
messenger  service  c'.L  Infor- 
mation Services  shut  llions  of 
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electronic  messages  each  day  for  its 
customers  among  all  sorts  of  comput- 
ers that  speak  in  different  dialects. 

Think  of  it  as  a  kind  of  electronic 
Federal  Express.  GE's  network  is  a 
local  phone  call  away  from  customers 
in  70  countries  who  use  it  to  do  every- 
thing from  managing  corporate  cash 
and  sending  interoffice  memos  to 
tracking  railroad  boxcars  and  sending 
clothing  patterns  to  apparel  manufac- 
turers in  the  Far  East. 

Though  it  rated  only  a  few  para- 
graphs in  the  parent  company's  1986 
annual  report,  General  Electric's  com- 
puterized business  networking  opera- 
tion sold  about  S400  million  worth  of 
services  last  year,  and  earned  5.5% 
atter  taxes  (although  GE's  corporate 
tax  rate  is  only  34%).  This  business  is 
so  young  that  some  markets  in  which 
GE  participates  have  quadrupled  in 


the  space  of  a  year. 

The  proliferation  of  cheap  desktop 
computers  from  different  manufac 
turers  has  made  electronic  communi 
cation  among  them  impossibly  com 
plex,  even  for  many  head  offices  talk 
ing  to  their  own  branches.  Enter  GE 
with  its  intelligent  computer  net 
work.  Since  GE's  system  understand 
about  100  computer  languages  ancj 
protocols,  your  IBM  personal  comput 
er  can  talk  to  one  customer's  Hon 
eywell,  another's  DEC  and  a  sup 
plier's  Hewlett-Packard. 

Benetton,  the  sportswear  retailer 
hooks  90%  of  its  manufacturers  ano 
order  agents  around  the  world  into  ar 
order  entry  system  on  GE's  network 
Now  Benetton  gets  orders  from  the 
U.S.  within  hours  instead  of  the  three 
to  ten  days  it  used  to  take  when  order: 
were  sent  by  mail  or  telex. 
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E  Information  Services'  Tony  Craig 

hie  hundred  languages  and  protocols  spoken  here. 


Other  retailers  could  use  a  similar 
ookup  to  cut  their  inventory  sub- 
tantially.  Cutting  inventory  in  an  ap- 
arel  store  means  more  than  cutting 
nancing  costs.  It  also  means  less 
loney  lost  in  markdowns  at  the  end 
f  a  season,  and  not  getting  caught 
'ith  inadequate  stock.  If  all  apparel 
nailers  had  electronic  order  entry, 
ays  Kurt  Salmon  Associates  in  At- 
inta,  they  would  collectively  save  up 
)  $8  billion  a  year. 
General  Electric's  strategy  is  to  stay 
step  ahead  of  the  customer  with 
,;chnology.  That  means  developing 
etwork  software  to  solve  specific 
usiness  problems  for  all  kinds  of 
Dmpanies.  Take  Eurobond  trading, 
)r  example.  With  up  to  ten  brokers, 
anks  and  currency  traders  involved 
1  a  single  overseas  trade,  a  costly 
0%  of  international  securities  trans- 


actions fail  on  the  first  try. 

But  Euro-clear  System,  a  2,260- 
member  cooperative  clearinghouse, 
transmits  the  instructions  for  90%  of 
its  members'  $3  trillion  in  annual 
bond  trades  through  GE's  network. 
The  Euro-clear  link  replaces  mail  or 
telex  for  large  or  small  traders,  who 
punch  the  details  of  a  transaction  into 
Euro-clear's  network  and  get  an  auto- 
matic validation  within  seconds. 
Problem  trades  are  spit  back  for  cor- 
rections, virtually  eliminating  fail- 
ures. Euro-clear  may  soon  transfer 
funds  this  way  as  well. 

In  mid- 1986  Chrysler  Corp.  decided 
to  link  all  its  6,000  dealers  to  the 
home  office  on  GE's  network  using 
Quik-Comm,  an  electronic  mail  pro- 
gram. Now,  Detroit  Jeep/Eagle  dealer 
Joe  Ricci  uses  the  network  to  commu- 
nicate to  Chrysler  headquarters  about 


everything  from  sales  incentives  to 
financing  rates. 

GE's  competitors  in  the  interna- 
tional network  applications  business 
include  McDonnell  Douglas'  Tym- 
net, IBM,  and  British  Telecom's  Dial- 
corn.  But  none  offers  as  many  applica- 
tions as  General  Electric.  "I  stay 
awake  nights  wondering  who  else  has 
a  service-based  network  on  a  global 
scale  and  industry  expertise,  and  I 
come  up  dry,"  says  Craig.  "GE  is  the 
fullest  of  the  full-service  value-added 
networks,"  says  David  Taylor,  a  net- 
work market  analyst  at  Stamford, 
Conn.'s  Gartner  Group.  "And  people 
want  their  hands  held." 

General  Electric's  notion  of  service 
includes  its  aim  to  keep  the  network 
available  to  its  customers  99.85%  of 
the  time,  and  it  meets  this  goal  virtu- 
ally every  day  of  the  year.  It  does  this 
with  constant  attention  to  technical 
problems  at  Information  Services' 
Rockville,  Md.  headquarters  and  at 
the  three  computer  centers  in  Rock- 
ville, Cleveland  and  Amsterdam  in 
the  Netherlands. 

During  a  recent  daily  8:30  a.m.  net- 
work status  meeting,  the  mood  was 
glum  as  General  Electric's  top  net- 
work technicians  learned  that  a  fire  in 
a  Paris  electric  utility  the  previous 
night  had  cut  power  to  GE's  comput- 
ers, affecting  dozens  of  French  cus- 
tomers for  12  hours  and  slicing  the 
network's  availability  that  day  to 
only  99.54%. 

GE  uses  500  small  computers 
around  the  globe  to  route  traffic  to 
and  from  its  three  mainframe  com- 
puter centers  and  to  reroute  it  auto- 
matically when  lines  go  down.  Dur- 
ing traffic  lulls  the  system  sends  out 
test  messages  every  few  seconds,  so 
GE  often  knows  before  its  dozens  of 
telephone  and  satellite  carriers  do 
when  there  are  problems.  The  three 
computer  centers  also  have  two  inde- 
pendent sources  of  utility  power  as 
well  as  backup  batteries  and  diesel  or 
gas  turbine  generators.  Many  of  the 
500  trafficking  stations  also  have 
backup  power,  but  if  one  station  fails, 
customers  can  always  dial  up  else- 
where on  the  system. 

What's  next?  GE's  Craig  sees  his 
network  as  a  cheap,  more  efficient 
alternative  to  the  telephone  and  fac- 
simile machine.  At  Rockville  em- 
ployees communicate  with  col- 
leagues around  the  world  via  electron- 
ic mail.  "The  fact  that  electronic  mail 
is  50  cents  vs.  five  bucks  for  a  call  is 
not  important,"  Craig  says.  "What's 
important  is  that  the  answer  comes 
back  in  20  minutes  instead  of  a  return 
phone  call  the  next  day.  How  do  you 
put  a  value  on  that?"  ■ 
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Can  a  technology  company  segue  into 
consumer  marketing?  Britain 's  Racal  Elec- 
tronics doesn't  have  much  of  a  choice. 

"We  expect  to 
make  a  killing" 


By  Richard  C.  Morais 


T|he  Seventies  were  good  to  Ra- 
cal Electronics  Pic.  (1987  sales, 
$2.3  billion),  the  low-profile 
British  manufacturer  of  sophisticated 
military  radios  and  radars,  data  com- 
munications equipment  and  security 
devices.  From  1970  sales  of  $25  mil- 
lion (converting  the  pound  at  the  cur- 
rent rate),  Racal  grew  to  over  $1  bil- 
lion by  1982.  But  profits  have  since 
been  erratic,  and  in  fiscal  1986  earn- 
ings plunged  by  32%,  to  $159  million. 

With  military  spending  down  in 
many  of  its  export  markets  and  a  glut 
of  competing  products  in  data  com- 
munications, Racal  faces  little  near- 
term  hope  of  improvement  in  its  basic 
businesses.  Instead,  the  company  has 
staked  its  hopes  on  an  entirely  new 
business — setting  up  and  running  a 
cellular  telephone  system  throughout 
the  U.K.  By  1990  Racal  will  have  sunk 
$500  million  into  its  Vodafone  unit. 

In  January  1985  the  British  govern- 
ment awarded  two  25-year  licenses  to 
run  cellular  networks  that  will  cover 
90%  of  the  U.K.'s  population — one  to 
Racal,  the  other  to  Cellnet,  half 
owned  by  British  Telecom.  Racal  has 
captured  roughly  56%  of  the  250,000 
U.K.  subscribers. 

"We  took  a  big  risk,  and  now  we 
expect  to  make  a  killing,"  says  Chris- 
topher Gent  managing  director  of  Vo- 
dafone. Investors  in  Britain  and  the 
U.S.,  where  Racal's  American  Deposi- 
tary Receipts  are  traded,  are  hoping 
that  Gent's  expectations  are  well 
founded.  Racal  shares  on  the  London 
Stock  Exchang--  have  underperformed 
the  market  b)  9%  since  1983.  But 
some  analysts  think  Vodafone  could 
recharge  Racal's  earnings  growth  by 
contributing  a  third  of  the  record  op- 
erating profits  ,  million  they 
predict  the  firm  ivill  hinounce  for  fis- 


Christopher  Cormack  Impact 


Vodafone  switching  center  in  London 
A  logistical  nightmare. 

cal  1988,  ending  in  March. 

The  Vodafone  project  looked  like  a 
logistical  nightmare.  To  satisfy  the 
requirements  of  the  government's  li- 
cense and  cover  90%  of  Britain's  pop- 
ulation by  1990,  Racal  figured  it  had 
to  install  two  base  stations  a  week.  A 
Racal  car  phone  sends  its  message 
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Christopher  Gent  of  Racal  Electronics 

"We  took  a  big  risk." 


over  air  waves  to  the  closest  Vodafone 
base  station,  which  then  relays  the 
Call  by  microwave  or  cable  to  one  oi 
Vodafone's  five  digital  switching  sta- 
tions in  England  and  Scotland.  Fro: 
there  Vodafone's  Ericsson  digital 
switches  reroute  the  call  into  the  Brit 
ish  Telecom  network.  Today,  with 
322  base  stations  in  operation,  90% 
coverage  has  been  accomplished  two 
years  early. 

Despite  its  strength  in  electronics 
manufacturing,  Racal  isn't  designing 
or  manufacturing  mobile  phones.  It  is 
distributing  machines  made  by  more 
than  a  dozen  suppliers,  including  Mo- 
torola and  Matsushita,  through  a  sis] 
ter  firm  and  independent  phone  retail 
ers.  But  Racal  has  brought  out  an  en 
tire  line  of  Vodafone  accessories—^ 
from  pagers  and  car  answering  ma 
chines  to  computer  interfaces.  Fr« 
about  $1,200  Racal  will  install  a  mol 
dem  in  the  trunk  of  your  car  with  i 
computer  plug  in  the  dashboard:  Sim| 
ply  dial  the  number  on  your  car  phon« 
and  you  can  transmit  data  from  yout 
laptop.  Luxury  cars  at  Avis  and  othe 
rental  companies  in  the  U.K.  carrj 
Racal's  new  metered  phone. 

Meanwhile,  Racal  has  its  sights  se  i 
on  the  Continent,  where  it  has  jusl 
bought  a  4%  stake  in  a  new  cellulai 
radio  network,  Cofira,  which  will  op 
erate  throughout  France.  By  the  end  oj 
1991  a  Europe-wide  standard  will 
make  it  possible  for  a  German  to  usl 
his  phone  while  driving  in  Spain.  Thai 
capability  will  put  Europe  ahead  cl 
the  U.S.,  where  a  car  phone  is  difficul  I 
to  use  outside  the  operator's  local  rel 
gion.  To  cash  in  on  the  pan-Europeaij 
standard,  Racal  formed  a  joint  ventur  J 
with  Plessey,  the  U.K.  electronics  gi] 
ant,  to  develop  and  make  cellulaj 
phones;  the  total  market  for  sue] 
equipment  could  exceed  $1  billion 
year  in  the  next  decade. 

Saatchi  &  Saatchi  handled  the  mai 
keting  chores  for  Vodafone.  Just  be 
fore  the  phone  service  started  in  Janu 
ary  1985  there  was  a  two-month  blit 
introducing  Racal  as  the  "bigges 
company  you  never  heard  of."  Reco| 
nition  among  consumers  jumpe 
from  15%  to  68%.  That  was  followi 
up  with  ads  such  as  a  20-second  sp 
in  which  a  workman  playing  hool 
fishing  on  a  Scottish  loch  is  interrup 
ed  by  a  mobile  phone  ringing  in 
boat.  He  answers  as  if  he  were  in  th 
office:  "Pimlico  Damp  Proofing." 

Partly  as  a  result  of  good  adverti; 
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IF  THE  R EASON  YOU 

HJWEN'T  BOUGHT  A 
24- PM  PRMTER  IS 

PRIGE.YOUHE  LOST 
VOUR  REASON. 

You've  also  lost  your  last 
iason  for  buying  a  9-pin 
rinter.  Our  new  Pinwriter® 
2200  dot  matrix  printer  is 
le  first  24-pin  printer  that 
priced  lower  than  many  of 
day's  9-pin  printers. 

However,  we  didn't 
rip  the  price  by  doing  the 
nine  thing  to  features. 
I  fact,  we  gave  the  P2200 
ifew  features  you  won't  find  on  any  other  printers  at  any  price. 

Like  more  software  support  than  any  other  24- wire  printer  and  unrivaled  paper-handling  capa- 
cities. It  feeds  from  both  the  rear  and  the  front.  And  you  can  print  a  single  sheet  without  removing 
xir  continuous  paper.  You  can  also  produce  up  to  128  type  variations  within  a  single  document. 

We  also  didn't  get  the  price  down  at  the  expense  of  speed.  The  P2200 
prints  55  cps  in  LQ  mode  -  that's  faster  than  any  other  printer  in  its  price 
range.  And  in  draft  mode,  it  speeds 

alone  at  170  cos  NEC  PRINIERS.THEYONIY  STOP 

So  see  your  NEC  dealer     WHENYOUWAOTTOEMTO. 
today.  Anything  else  would  ^k    ^W"f^^% 

be  thoroughly  unreasonable.  ^^m  w^  (L 

NEC  Information  Systems,  Inc. 

For  more  information,  and  the  name  of  the  NECIS  dealer  nearest  you,  call  1-800-343-4418  (in  MA  617-264-8635). 
Or  write:  NEC  Information  Systems,  Dept.  1610, 1414  Massachusetts  Ave.,Boxborough,MA  01719. 
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ing,  partly  because  Brits  spend  so 
much  time  in  their  cars,  the  mobile 
phone  became  an  emblem  for  Marga- 


ret Thatcher's  productive  Britain.  The 
Peugeot-driving  small  businessman 
instantly  cottoned  to  the  mobile 
phone — unlike  his  counterparts  in  the 
U.S.,  where  car  phones  are  for  big 
spenders.  (According  to  Elaine  Baugh, 
editor  of  Cellular  Marketing,  51%  of 
U.S.  cellular  subscribers  earn  more 
than  $70,000  a  year.)  Helping  Voda- 


fone,  too,  was  the  fact  that  70%  of  all 
cars  in  the  U.K.  are  bought  by  compa- 
nies for  their  employees.  After  only 
three  years,  Racal  has  140,000  sub- 
scribers, while  the  entire  U.S.,  after j 
four  years,  has  1  million. 

You  have  to  hand  it  to  Racal.  Howl 
many  high-tech  companies  diversify! 
successfully  into  a  service  business?  I 
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Commentary  by  Esther  Dyson 
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What  if  progress  stopped?  Suppose 
the  computer  industry  took  a  cou- 
ple of  years  off  and  computers  didn't 
get  more  powerful,  data  storage 
didn't  get  more  capacious,  commu- 
nications didn't  get  faster,  software 
packages  didn't  get  new  functions. 
Pretty  terrible,  no? 

Not  really.  Is  your  office  totally 
automated?  Do  you  pay  your  bills 
by  computer  and  transfer  the  infor- 
mation directly  into  a  tax-paying 
program?  Do  you  set  up  appoint- 
ments over  an  electronic  mail  ser- 
vice and  get  daily  sales  reports  on- 
line? Well,  neither  do  1. 1  don't  even 
have  a  fax  machine,  let  alone  a  car 
phone.  All  these  things  are  available 
already,  but  people  aren't  using 
them.  The  truth  is,  progress  could 
stop  and  wc  could  all  spend  the  next 
couple  of  years  just  acquiring  and 
mastering  technology  that's  already 
been  developed. 

We  do  need  progress,  but  not  in 
building  new  stuff.  America's  of- 
fices and  warehouses  are  full  of  per- 
fectly adequate  computers  that 
don't  talk  to  each  other  and  perfect- 
ly adequate  software  that  no  one 
knows  how  to  use. 

What  is  needed  to  get  the  value 
out  of  this  investment?  Computer 
people  call  it  connectivity  and  in- 
terfaces. Right  now,  the  way  we 
solve  this  problem  is  mostly  by 
hand,  with  programmers  working  to 
build  links  between  computers,  and 
users  spending  long  hours  training 
themselves  to  use  computers.  (This 
I  M  aid  we  should  be  using  the 
computers  to  train  the  people!) 

Bui  there  arc  ways  to  solve  the 
problem  automatically,  with  what  I 
call  '  retrofit  technology."  Retrofit 
technology  is  the  extra  10%  that 

Bsttk  id  publisher  of  tlx' 
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enhances  the  value  of  your  technol- 
ogy by  100%  or  more.  It's  the  steer- 
ing wheel  that  makes  the  hunk  of 
iron  drivable,  the  automatic  dialing 
system  that  makes  the  long-dis- 
tance network  accessible  to  thou- 
sands of  people  simultaneously,  the 
teller  terminal  that  turns  the  bank 
into  a  24-hour  business. 

This  is  where  I  would  look  for 
winners  in  the  future:  not  in  new 
computer  models  but  in  computer 
networks;  not  in  Macintoshes  or 
PCs  but  in  products  that  let  them 
work  together.  There  is  a  lot  of  ret- 
rofit technology  showing  up:  Many 
companies  are  selling  products  that 
allow  you  to  load  mainframe  or 
minicomputer  data  into  programs 
on  PCs — Network  Innovations, 
DB/Access,  DCA,  Information 
Builders  (with  Focus). 

Other  companies  help  you  share 
data  between  IBM-style  personal 
computers  and  Apple  Macin- 
toshes— Dayna  Communications, 
Sun  TOPS,  3Com,  Excelan,  Novell. 
Odesta  and  Blyth  Software  let  Mac- 
intoshes and  DEC  equipment  work 
together,  in  the  spirit  of  Apple  and 
DEC's  recent  announcement  that 
they  would  jointly  develop  connec- 
tivity tools  to  join  their  two  product 
lines.  Orion  Network  Systems  sells 
IBM-style  communications  soft- 
ware to  other  hardware  vendors  so 
their  products  can  operate  in  an  IBM 
world.  Soft-Switch  lets  users  move 
documents  among  Wang,  DEC  and 
IBM  systems. 


As  for  the  other  issue,  human  in- 
terfaces, solutions  are  a  little  more 
complicated.  You  can't  just  buy  a 
new  box  (or  cards,  wire  or  software) 
to  put  between  or  on  the  boxes  you 
already  have.  By  and  large,  you  have 
to  wait  for  software  developers  to 
write  packages  that  are  easier  to  use. 

Right  now,  software  for  the  Mac- 
intosh generally  has  a  clear  lead, 
because  most  of  it  follows  the  con- 
ventions of  the  Macintosh  inter- 
face, which  was  designed  with  spe- 
cial attention  to  intelligibility.  Oth- 
er companies — Microsoft  with 
Windows,  IBM  with  Presentation 
Manager — are  starting  to  imitate  it. 

The  Macintosh  interface  has  been 
so  successful  not  just  because  it  is 
intrinsically  easier  to  understand, 
with  its  symbols  and  menus  of 
choices,  but  also  because  Apple  vig- 
orously encouraged  software  devel- 
opers to  make  their  packages  follow 
the  same  rules.  Once  you've  learned 
the  basics  of  one  Macintosh  pack- 
age, a  lot  of  actions  to  perform  spe- 
cific functions — such  as  storing 
data  or  changing  a  typeface — are  the 
same  from  program  to  program. 
(The  Mac  hardware  is  also  easier  to 
install  because,  again,  Apple  main- 
tained much  tighter  control  over  it 
and  virtually  ensured  that  every- 
thing would  work  together.  Plug- 
ging in  a  Macintosh  network  is  like 
plugging  in  a  stereo,  not  like  wiring 
a  building.)  So  now,  instead  of  "pro- 
gress" in  the  sense  of  true  novelty, 
many  vendors  are  rewriting  their 
software  to  conform  to  these  new 
interfaces,  hoping  to  share  some  of 
the  magic  of  the  Macintosh. 

In  short,  don't  be  misled  by  claims 
about  performance  or  capacity.  The 
next  time  you  buy  some  computer 
equipment  or  software,  don't  just 
ask  what  it  can  do.  Ask  what  it  can 
do  that  you  can  make  it  do.  ■ 
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1 1  pumps  more  water  than  Niagara. 
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IT  is  ITT  FLUID  TECHNOLOGY, 
a  growing  industry  leader  in  the  ITT 
Corporation. 

It  has  the  technology  to  pump,  lift, 
heat,  cool,  measure  and  control 
liquids  and  gases. 

It  is  a  leader  in  the  manufacture 
of  valves,  gauges  and  pumps  of  all 
types.  The  combined  flow  from  all 
these  pumps  is  even  greater  than  the 
millions  of  gallons  of  water  that  surge 
over  Niagara  Falls  each  day. 

With  sales  increasing  each  year, 
it  is  a  vital  resource  in  the  ITT  family, 
now  and  in  the  future. 


ITisIII 

BUILDING  BUSINESSES  INTO  LEADERS 
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Edited  by  Jeffrey  A.Trachtenberg 


Bewildered  by  those  stalks  on  your  cars  steering  column?  Do  you 
get  hot  water  from  the  hotel  shower  when  you  want  cold? 

How  do  we  confuse  thee? 
Let  us  count  the  ways 


.. 


i 


ONE  RECENT  MORNING,  as  she 
does  from  time  to  time,  Ford 
Motor  Co.  executive  secretary 
Dorothy  Calpin  reported  not  to  her 
desk  but  to  one  of  Ford's  design  stu- 
dios. There,  she  plopped  herself  into 
one  of  the  company's  car-seat  proto- 
types and  spent  nearly  an  hour  push- 
ing at  the  power  window   buttons, 


reaching  for  the  heater,  defroster  and 
radio  controls  and  peering  over  and 
around  the  steering  wheel  in  one  of 
Ford's  latest  front-seat  mock-ups. 

Why  Dorothy  Calpin?  Because  she 
weighs  just  105  pounds  and  stands  4 
feet  11.  A  few  years  back  Ford  de- 
signed its  car  seats  knowing  that  5% 
of  the  population  would  find  them 


uncomfortable.   Ford  just  figured  it 
couldn't  make  a  seat  to  fit  everybody. 
But  these  days,  with  competition  fori : 
customers  so  fierce,  the  company  hast .. 
decided  it  can't  afford  to  write  off  any-| :. 
one,  no  matter  how  thin  or  broad, 
short  or  tall.  Result:  Most  Ford  cus 
tomers  have  the  option  to  purchase 
six-way  adjustable  power  seats.  In- 


Eric  Nmiih  Gamma-Uai 


eed,  the  front  bucket  seat  on  the 
988  Lincoln  Mercury  Scorpio  adjusts 
lore  than  ten  ways.  It  goes  up  and 
own  as  well  as  backward  and  for- 
ward, and  it  also  tilts  backward  and 
Drward.  You  can  now  order  seats 
/ith  an  adjustable  lower  back  support 
s  well  as  bucket  seats  that  can  actu- 
lly  be  narrowed  or  widened  to  suit 
beir  occupant.  The  study  of  the  rela- 
ionship  between  Dorothy  and  her  car 
eat,  known  as  ergonomics,  or  "hu- 
lan  factors,"  is  what  makes  this  all 
ossible. 

Dozens  of  staffers  at  the  automo- 
ile  companies,  of  course,  and  at  Xe- 
ox,  Eastman  Kodak  and  Liberty  Mu- 
ual  among  many  other  major  compa- 
ies,  are  measuring  the  lengths  of  our 
rms,  our  legs,  the  curve  of  our  backs, 
"hey  also  study  our  behavior:  how  we 
sold  things,  drop  them,  twist  them 
nd  turn  them  on  and  off.  Human- 
actors  engineers  do  not  discover  how 

company  would  like  us  to  use  its 
roducts  or  how  it  thinks  we  use 
hem.  They  discover  how  we  actually 
ial  the  phone  and  change  the  paper  in 
be  photocopier  and  click  the  camera 
hutter  and  turn  on  the  car's  wind- 
hield  wipers — and  why  we  frequent- 
y  make  errors  doing  all  these  things. 

The  urgency  behind  these  studies 
esults,  of  course,  from  competitive 
ressure  from  design-conscious  Euro- 
ean  and  Japanese  manufacturers — 
iraun  appliances,  Sony  televisions, 
<Jikon  cameras. 

The  obstacles  impeding  better  de- 
ign may  include  the  mind-set  of  the 
esigners  themselves.  Explains  Rich- 
rd  Koffler,  an  engineer  trained  at 
HIT  and  the  University  of  California 
t  Berkeley,  who  now  runs  his  own 
uman-factors  consulting  company 
a  Santa  Monica,  Calif.:  "At  MIT  a  lot 
f  people  laughed  at  the  idea  of  mak- 
ng  things  easier  to  use.  The  mental- 
ly for  many  was,  'If  they  can't  use  my 
esign,  they  don't  deserve  it.'  " 

Perhaps  those  are  the  folks  who 
ave  given  us  videocassette  recorders 
mpossible  for  ordinary  folks  to  con- 
ect  and  maddeningly  tedious  for 
lost  to  program.  They  may  also  be 
he  ones  behind  those  Star  Wars 
hower-faucet  controls — featured  in 
very  hotel  and  motel  in  America,  it 

ow  seems — that  are  impossible  to 
ecipher  and  likely  to  scald  the  hands 
nd  heads  of  the  unsuspecting.  Per- 
;aps,  too,  these  same  designers  creat- 
d  that  forest  of  levers  protruding 
rom  the  steering-wheel  column  of 
lost  new  cars  that  results  in  your 
eaching  to  turn  on  the  headlights  at 
usk  and  activating  the  window 
/asher  instead. 

In  the  marketplace,  overly  ambi- 


Tfjomas  Lamb's  drawing  of  the  hand;  Alcas'  knives,  based  on  Lamb's  work 
Better  design,  in  this  case,  has  meant  increased  sales. 


tious  ergonomic  designs  can  misfire  as 
well.  Says  Mark  Sanders,  a  professor  at 
California  State  University/ 

Northridge,  "A  few  years  back  a  Japa- 
nese manufacturer  introduced  a  well- 
designed  talking  microwave  oven.  But 
it  turned  out  people  hate  being  talked 
to  by  machines. "  Says  William  Creitz, 
editor  of  the  newsletter  Voice  News: 
"Talking  dashboards  ordering  people 
to  'Fasten  your  seatbelt,  please' 
weren  't  popular.  Suppliers  learned  that 
the  most  important  feature  for  that 
option  was  the  off  switch." 

Nor  is  virtuous  design  always  re- 
warded. In  1948  designer/inventor 
Thomas  Lamb's  drawings  of  what  he 
called    the   Wedge-Lock   handle    for 


tools  and  knives  were  celebrated  in  a 
one-man  show  at  the  Museum  of 
Modern  Art.  His  handle,  Lamb  be- 
lieved, reflected  how  the  human  hand 
changes  shape  as  it  pushes  and  pulls. 
"It's  designed  such  that  it  fills  the 
palm  of  the  hand  almost  without  re- 
gard to  size  or  whether  the  hand  is 
masculine  or  feminine,"  says  Erick 
Laine,  president  of  Alcas  Cutlery 
Corp.,  which  has  marketed  a  line  of 
kitchen  knives  with  the  Lamb  handle 
since  the  early  1950s.  Although  Alcas 
Cutlery  sales  have  grown  steadily  at 
10%  annually  for  the  last  four  years, 
anyone  who  has  shopped  for  knives, 
or  looked  in  on  a  professional  kitchen, 
can  tell  that  Thomas  Lamb's  excel- 


We  redesigned  display  panel  on  a  Xerox  1090  copier 
Ergonomics  should  make  do-it-yourself  repairs  simpler. 
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A  computer  system 
that  gives  you  better 
information  on  your 
marketplace  and  your 
competition  increases 
your  odds  for  success. 

And  that's  where 
Unisys  makes  the 
difference. 

We  are  the  leader 
in  fourth-generation 
languages,  sophisticated 
software  that  lets  you 
anticipate  changes  in  the 


marketplace,  examine 
alternatives,  and  quickly 
plot  a  new  course. 

But  that's  not  the  only 
advantage  Unisys  offers. 

We  are  a  $10  billion 
information  systems 
company  doing  business 
in  over  100  countries,  so 
we  can  help  support  your 
new  product  wherever  it 
might  be  introduced. 

Our  complete  line  of 
integrated  hardware, 
software,  and  networking 
systems  can  be  tailored 
to  meet  your  company's 


needs  and  can  easily 
grow  to  keep  pace  as 
your  markets  expand. 

We  believe  that  better 
information  leads  to 
better  decisions. 

And  we  know  that  you 
need  both  to  survive  in 
today's  competitive 
marketplace. 
BETTER  INFORMATION. 
BETTER  DECISIONS. 
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lent  design  has  not  produced  the 
change  he  anticipated. 

Progress  is  being  made,  neverthe- 
less, in  new  and  unprecedented  ways. 
Consider  Xerox'  use  of  human-factor 
designs  to  make  it  easier  to  clear  pa- 
per jams  on  its  big  office  copying  ma- 
chines. When  a  photocopier  jams,  a 
user  typically  opens  the  door  panels 
and  is  confronted  with  a  confusing 
array  of  levers  and  knobs,  a  bewilder- 
ing mass  of  uninformative  metal.  Xe- 
rox has  solved  part  of  the  problem  by 
color-coding  the  handles,  shaping 
them  to  suggest  the  direction  in 
which  they  should  be  pushed  or 
pulled,  and  then  installing  them  so 
they  cannot  be  moved  in  the  wrong 
direction. 

"It's  not  effortless  to  clear  the  pa- 
per," admits  Xerox  ergonomics  re- 
searcher Austin  Henderson.  "But  the 
machine  will  help  you  get  back  on 
track  when  the  mistakes  are  made.  If 
you  grab  the  nice  green  handle  and  get 
it  wrong,  the  design  resists  you.  The 
machine  is  telling  you  it  is  not  right, 
and  that  notification  comes  sooner 
rather  than  later." 

No  dollar  figures  are  available,  but 
the  Department  of  Defense  is  certain- 
ly the  biggest  spender  on  ergonomics 
in  the  country.  Why?  Because,  among 
other  things,  it  uses  more  instrument 
controls  than  anyone  else.  Think  of 
the  cockpit  of  an  F-16  jet  fighter  as  a 
pilot's  home  office — one  that  features 
nearly  300  knobs,  toggles  and  switch- 
es, some  of  which  fire  lethal  weapons. 
One  possible  simplification?  The  hu- 
man engineering  division  at  Wright- 
Patterson  Air  Force  Base  in  Dayton  is 
developing  a  flight  helmet  that  pro- 
jects flight-path  and  even  weapons- 
targeting  information  on  the  pilot's 
visor.  The  concept:  A  picture  is  worth 
a  thousand  dials. 

In  its  search  for  the  perfect-htting 
face  mask  the  Air  Force  is  developing 
a  laser  system  capable  of  instantly 
scanning  the  human  body  and  gener- 
ating three-dimensional  data  within 
seconds  Take  those  data,  translate 
them  in  o  n  earns  and  waistlines 
and  then  feed  them  into  computer- 
controlled  sewing  machines,  and  the 
result  can  ali  three-piece  suits 

guaranteed  to  make  even  the  speedi- 
est Hong  Kong  tailor  envious.  "The 
clothing  indusm  is  very  interested," 
says  Mans  Vikmanis,  chief  of  the 
workload  and  tomics  branch  at 

Wright-Patterson     Air     Force     Base. 


Niels  Diffrient  in  Jefferson  dxiir  be  designed  for  SnnarHanserman 
An  ergonomic  superchairfor  $7,500. 


"You're  talking  about  custom-fitted 
clothing." 

Good  ergonomics  usually  accords 
with  common  sense.  In  April  East- 
man Kodak  will  offer  its  new  S900 
camera  for  a  $230  list  price.  It  is  a 
snappy  35mm  model  with  two  lenses, 
one  telephoto  and  one  closeup.  Kodak 
is  selling  more  than  convenience. 
Built  into  this  model  is  a  newly  re- 
structured grip  designed  to  reduce 
"camera  shake,"  which  produces  out- 
of-focus  pictures 

"One  factor  which  affects  camera 
shake  is  the  shutter  button,"  says 
Richard  Lucas,  who  is  in  charge  of 
ergonomics  in  Kodak's  consumer 
products  division.  "The  shutter  but- 
ton is  usually  on  the  upper  right  hand 
corner.  But  our  research  raised  a  num- 
ber of  questions.  Should  the  button  be 
pushed  straight  down?  Should  it  be 
moved  on  the  diagonal  toward  the 
chest?  What  shape  should  the  button 
be?  Should  there  be  a  lot  of  resistance 
at  the  end?  We  decided  on  an  oval- 
shaped  button  recessed  at  the  top 
right  corner.  The  grip,  right  below  it, 
lets  you  wrap  your  fingers  around  a 
big  portion  of  the  camera.  The  end 
result  is  a  camera  easy  to  hold,  which 
means,  we  hope,  fewer  out-of-focus 
pictures." 

Dozens  of  top  office  manufacturers 
today,  from  Steelease  to  Knoll,  make 
ergonomic  office  chairs  retailing  from 
$200  to  $800.  (An  ergonomic  chair  has 
five  leg  supports,  making  it  less  likely 
to  tip  over.  Ergonomic  chairs  also  fea- 
ture various  adiustments  such  as  re- 
clining tension,  seat  height,  and  lap 
angle.  Cost  is  a  major  factor  in  deter- 
mining the  degree  of  comfort.  Niels 
Diffrient,  for  example,  has  designed 


what  might  be  called  an  ergonomic 
superchair  for  SunarHauserman,  at 
office  furniture  manufacturer  based  ir 
Cleveland.  It  is  a  sleek,  sophisticatec 
lounge  chair  with  separate  control! 
for  the  headrest  and  for  the  back  anc 
arms.  It  retails  for  around  $7,500,  in 
eluding  a  small  computer  table  and ; 
ottoman. 

Does  it  make  good  business  sens< 
to  pay  attention  to  ergonomics?  IBM 
with  a  permanent  staff  of  250  human 
factors  specialists,  obviously  thinks 
so.  Its  Personal  System/2  computer 
brought  out  last  year,  tries  among  oth 
er  things  to  eliminate  a  primary  con 
sumer  frustration — the  tricky  busi 
ness  of  getting  the  machines  up  an< 
running  on  delivery.  IBM  designer 
simplified  the  PS/2  so  that  the  assem 
bly  directions  are  printed  on  one  page 
Key  connectors  are  easily  identifiei 
and  can  fit  together  only  the  ngh 
way.  More  than  that,  virtually  al 
PS/2  parts  that  screw  together  hav< 
screws  that  will  not  fall  out  (they  art 
designed  as  part  of  the  component) 
"We're  anticipating  what  the  use 
wants  and  making  it  easier  for  him  ti 
achieve  it,"  says  Walter  Baker,  IBM' 
corporate  program  director  of  humai 
factors. 

IBM,  of  course,  is  not  all  alone 
this  attitude.  Apple  Computer,  a  foij 
midable  competitor  in  personal-su 
machines,  has  long  stressed  how  easl 
it  is  to  assemble  and  use  its  products! 

Now  if  the  folks  who  threw  thfl 
stereo,  VCR,  compact  disk  player,  ra 
dlo  and  TV  receivers  into  one  massivl 
and  incomprehensible  "home  entea 
tainment  center"  would  come  anJ 
put  it  together  for  us,  we'd  be  rea| 
happy.  — J.A.T. 
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Who  rates  AMBAC 
insured  bonds. 


Moody's  rates  our  insured  bonds  "Aaa."  Standard 
&  Poors  rates  them  "AAA."  In  each  case,  AMBAC  bonds 
have  earned  the  highest  rating  possible.  Why?  Because  of 
the  security  and  strength  of  our  financial  guaranty. 
A  J  1  AMBAC,  founder 

Ana  why.  «***.«»»*& 

^S         bond  insurance 
industry,  is  backed  by  a  strong  investor  group  led  by  Citibank. 

AMBAC  Indemnity  Corporation  has  the  largest  capital 
base  of  any  municipal  bond  insurer. 

And  our  experienced  research  analysts,  solid  asset 
base  and  proven  claims-paying  ability  combine  to  provide 
the  triple  "A"  ratings  that  both  investors  and  issuers  know 
they  can  count  on. 
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First  in  Municipal  Bond  Insurance™ 
AMBAC  Indemnity  Corporation 
One  State  Street  Plaza 
New  York,  NY  10004  (212)  668-0340 


Portfolio  Management  and  the 
Deutsche  Bank  Group. 
Thoroughness  that  gets  the  job  done. 


It  requires  a  presence  in  mon- 
ey centers  worldwide.  It  means 
an  active  involvement  in  under- 
writing debt  and  equity  in  global 
capital  markets.  It  calls  for  eco- 
nomic forecasting,  primary  re- 
search and  up-to-the-minute 
market  data.  Finally,  it  demands 
the  thoroughness  to  pinpoint 
opportunity  within  the  frame- 
work of  a  long  term  plan. 

The  Deutsche  Bank  Group  is  a 
world  leader  in  portfolio  man- 
agement, because  day  in  and 
day  out,  we  employ  whatever 


resources  we  need  to  get  the  job 
done.  The  fact  is,  clients  world- 
wide have  come  to  trust  us  to 
handle  their  investment  needs, 
including  the  planning  and 
management  of  estates,  trusts 
and  pension  plans. 

For  portfolio  management  as 
well  as  other  commercial  and 
investment  banking  services, 
consider  the  thoroughness  of 
one  of  the  world's  leading  banks. 


Contact  the   Deutsche 
Group  office  nearest  you. 


Bank 


Deutsche  Bank 


Deutsche  Bank  AG 

(Commercial  Banking),  New  York  Branch 

9  West  57th  Street 

New  York.  NY  10019-2799 

Tel  :  (212)940-80  00 


Deutsche  Bank  Capital 
Corporation  (Investment  Banking) 
40  Wall  Street 
New  York.  NY  10005 
Tel.:  (212)612-06  00 


Capital  Management  International  GmbH 

of  Deutsche  Bank  (Pension  Fund  Management) 

Representative  Office 

9  West  57th  Street.  New  York.  NY  10019-2799 

Tel.:  (212)832-1630 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

John  Gardiner's  tennis  camps  have  a  sim- 
ple formula:  They  exhaust  you  on  the 
courts  all  day,  then  cosset  you  like  a  Master 
of  the  Universe  after  sunset. 

Labor 

racqueteering 


By  Anne  Matthews 


In  the  morning  there's  freshly 
squeezed  orange  juice  delivered  to 
your  cottage  door  by  golf  cart,  along 
with  the  daily  papers.  At  night  there's 
live  jazz.  And  in  between,  seven  tough 


hours  of  sophisticated,  relentless  ten- 
nis coaching  in  postcard  settings. 

"There's  only  one  Gardiner's,"  its 
tennis-loving  clients  like  to  say — and 
have  been  saying  for  31  years. 

Actually,  there  are  now  three  Gar- 
diner's resorts,  all  strongholds  of  seri- 


ous tennis.  In  1957  former  Pebbl 
Beach  tennis  pro  John  Gardiner  (still 
playing  today  at  70)  just  managed  the 
down  payment  on  a  Carmel  Valley 
apricot  orchard,  where  he  built 
courts  and  6  cottages.  Over  the  years 
it  has  grown  to  14  courts  with  accom- 
modations for  28  on  25  acres. 

Now  two  larger  Arizona  outposts 
augment  the  California  ranch.  John 
Gardiner's  Tennis  Ranch  On  Camel- 
back  has  41  two-bedroom  "casitas" 
(most  privately  owned,  but  often 
available).  Opened  in  1971,  it  occu- 
pies 56  acres  in  the  shadow  of  Scott* 
dale's  most  famous  mountain. 

Then  there's  the  newcomer,  John 
Gardiner's  Enchantment,  opened  in 
February  1987.  It  is  tucked  into  a  pri- 
vate red  rock  canyon  near  Sedona,  125 
miles  north  of  Phoenix,  and  has  56 
casitas. 

Describing  a  Gardiner  accommoda- 
tion as  a  room  is  like  calling  Bjom 
Borg  a  competent  tennis  player.  A1 
Gardiner  cottage  (or  casita  at  the  Ari 
zona  locales)  means  a  freestanding, 
six-room  sufte  large  enough  to  get  lost 
in,  equipped  with  Pullman  kitchen, 
wood-burning  fireplace,  private  deck 
or  terrace,  dressing  rooms  with  sky- 
lights, spacious  closets,  terryclotb 
robes — the  works. 

The  meticulous  landscaping,  wind 
ing,  tree-lined  paths  and  exotic  plants 


John  (hi  intment,  near  Sedona,  Ariz 

From  early  morning  to  dusk,  it's  tennis,  tennis,  tennis. 


FIkh.k  l)\  Jcfftvv  Muir  Hamilton 
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ie\^rld  of  Golden  Possibilities. 


spa* 

*l-#T 

■*. 

The  finer  things  in  life  are  all 
ossible  with  the  Gold  MasterCard." 
ike  a  substantially  higher  credit 
mit.  And  a  warm  welcome  in  over 
million  places  around  the  world. 


1986  MasterCard  International  Inc. 


/o&n  Gardiner's  On  Cametback,  m  Scottsdale,  Ariz. 
Alternatives  for  the  less  committed. 


1 


or 


give  the  illusion  of  private  estates. 
Gardiner  meals  are  lavish  and  inven- 
tive, yet  so  healthful  that  third  help- 
ings can  be  passed  off  as  prematch 
carb-loading.  In  Arizona  expect  prime 
rib,  dilled  salmon  or  rack  of  lamb. 
From  Carmel's  kitchens,  look  for  lo- 
cal specialties  like  avocado-lime 
soup,  calaman  and  petrale  sole. 

Occasional  arrivals  by  limo 
chopper  aside,  Gardiner  guests 
are  not  flashy.  The  long-stand- 
ing code  of  tennis  whites  on 
the  court  and  dressing  for  din- 
ner (jackets  and  ties  for  men, 
dresses  for  women)  is  cheerful- 
ly upheld.  By  1 1  p.m.  most 
guests  arc  in  bed.  Gardiner's 
is,  after  all,  a  sports  clinic, 
where  mo;t  quests  have  come 
to  sweat  ovei  their  tennis. 
Tennis  clinic  uollments  di- 
vide almost  equally  between 
men  and  half  are 

repeat'  i  axe    wel- 

come, as  li  i  the  children 

are  over  16. 

"I  don  t     ■  i   telling 

people  hov  tennis," 

says  John  (  !  believe 

in  their  pla-  i       it,  and  that 
means  plenty  rice.  Lis- 

tening to  lectu:  way  to 


spend  a  tennis  vacation." 

On  arrival,  all  clinic  members  are 
ranked  according  to  skill  level  and 
then  work  in  groups  of  four  players 
per  instructor. 

Computerized  ball  machines  and 
video  replay  equipment  supplement 
dozens  of  special  drills  and  strategy 
sessions  on  footwork,  court  tactics, 
forehand,  backhand,  volley,  overhead, 


Tennis  instructor  Perry  Eng 
Tennis  is  a  serious  business. 


service  and  service  return. 

But  some  Gardiner's  guests  never 
touch  a  racket,  passing  up  tennis  foil! 
such  things  as  riding,  croquet  or  ant 
afternoon's       gallery-browsing       irj- 
Scottsdale  or  Carmel.  The  tennis-fret 
approach,   in  fact,   can  prove  easiei 
both  on  legs  and  budget.  A  Gardiner's 
weekend  for  two  in  Sedona  (one-bed 
room  casita,  Friday  arrival  and  Sun 
day       departure,       breakfast 
lunch    and    dinner    included^ 
without  lessons  or  clinic  run.' 
$235  per  person,  including  tax- 
es and  service  charges.   Adc 
court    privileges,    plus    seven  "- 
hours  of  instruction  per  day 
and  the  same  weekend  jumps 
to  $700  per  person. 

The  Sunday-to-Sunday  ten 
nis  clinic  week  in  Scottsdalt 
costs  $  1,375  per  person  (doubk 
occupancy)  with  three  meals.' 
and  tennis,  and  only  $1,015  ill 
just  two  meals  and  accommo 
dations  are  requested. 

Each  of  the  three  resorts  has 
its  own  character.  The  Cahfor  - 
nia  tennis  ranch — serene  anc 
pretty  rather  than  breathtak 
ing — is  the  smallest  and  least 
formal.  It  lies  in  the  mild  euca 
lyptus  and  live-oak  hills  of  the  * 
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armel  Valley,  30  minutes  from  Sev- 
lteen  Mile  Drive's  beaches  and  the 
tops  and  galleries  of  Carmel  proper. 
Note:  The  Carmel  Valley  ranch  ac- 
>mmodates  only  28  guests  at  a  time, 
id  you  might  have  to  book  six 
onths  or  more  ahead  for  the  full 
nnis  clinic  weeks.  Three-day  tie- 
eaker  weekends  in  Scottsdale  are 
gularly  offered  October  through 
:bruary  and  April  to  May. 
Gardiner's  On  Camelback,  the  ten- 
s  ranch  in  Scottsdale,  is  the  most 
)smopolitan  of  the  three  resorts, 
wice  Carmel's  size,  it  flaunts  that 
ost  precious  of  commodities  in  des- 
t  country:  greenery.  Nestled  among 
ie  estates  along  McDonald  Drive, 
here  wealthy  Scottsdale  borders 
ealthier  Paradise  Valley,  On  Camel- 
ick  is  a  tropical  park  rising  along  the 
ountain's  rock-and-cactus  north 
ce  in  graceful  terraced  levels.  Or- 
lid  and  carob  trees  shade  the  parking 
t's  wall-to-wall  Jaguars. 
Like  Carmel,  the  Scottsdale  ranch 
>serves  a  strict  season — in  this  case 
id-October  through  mid-May — 
hen  the  flawless  desert  climate 
akes  possible  nearly  three  dozen 
ick-to-back  tennis  clinic  weeks. 
Two  and  a  half  hours  north  of  arid 
:ottsdale,  near  Sedona,  is  John  Gar- 
ner's Enchantment,  the  newest, 
ost  spectacularly  sited  and  least 
nnis-conscious  of  the  three  Gardi- 
n  resorts.  Nearby  are  dozens  of  gal- 
ries,  shops  and  restaurants,  plus 
)lf,  riding,  hiking  to  Indian  ruins  and 
ternational-match  croquet.  En- 
lantment  remains  open  throughout 
ie  year.  Even  in  February,  70-degree 
lys  are  fairly  common.  But  when 
ght  falls  in  canyon  country,  better 
indie  up.  At  Enchantment,  guests 
ave  the  journey  from  casita  to  club- 
Duse  dining  room  huddled  in  furs 
id  clutching  flashlights,  the  Milky 
'ay  blazing  overhead. 
No  matter  which  Gardiner's  you 
loose,  you'll  leave  with  impressions 
iat  won't  quickly  fade — waking  to 
rdsong  in  a  red  rock  canyon;  pihon- 
ood  fires;  raspberries  in  silver  bowls; 
ie  private  telescope  for  stargazing. 
And,  then,  of  course,  there's  the 
nnis. 

For  additional  information  and  res- 
vations:  John  Gardiner's  Tennis 
anch,  P.O.  Box  228,  Carmel  Valley, 
alif.  93924;  408-659-2207.  John  Gar- 
ner's Tennis  Ranch  On  Camelback, 
'00  East  McDonald  Drive,  Scotts- 
de,  Ariz.  85253;  602-948-2100  or 
X)-245-2051.  John  Gardiner's  En- 
lantment,  Boynton  Canyon,  P.O. 
)x  2549,  Sedona,  Ariz.  86336;  602- 
S2-2900  or  800-826-4180. 


X  rated  bonds 

It's  a  Sunday  afternoon  and  you're 
flipping  through  the  financial 
pages  of  your  newspaper.  Your  eye 
catches  a  report  of  a  default  on  a  local 
health  care  bond,  which  sounds  un- 
comfortably familiar.  Sure  enough, 
you  discover  you  own  a  $5,000  bond. 
Even  more  to  your  amazement,  and 
outrage,  you  haven't  received  so 
much  as  a  postcard  from  anyone 
about  it — not  your  broker,  not  the  is- 
suing agency,  not  the  trustee. 

Sound  unlikely?  It  happens  all  the 
time.  Your  broker  won't  call  you  be- 
cause he  has  better  things  to  do  than 
track  bonds  he  once  sold  you.  The 
issuing  agency  won't  contact  you  be- 
cause it  doesn't  have  to.  And  the 
trustee — usually  a  bank — well,  it  may 
just  take  its  sweet  time.  Federal  secu- 
rities laws  allow  corporate  bond  trust- 
ees to  wait  up  to  90  days  after  default 
before  notifying  bondholders.  And— 
get  this — trustees  of  municipal  issues 
don't  even  have  to  disclose  a  default 
at  all  in  most  cases.  You  would  not  be 
the  first  bondholder  to  discover  a  de- 
fault while  either  trying  to  cash  a  cou- 
pon or  selling  the  bond  itself. 

Mind  you,  bond  defaults  are  not 
once-in-a-lifetime  events.  Nearly  $15 
billion  in  corporate  and  municipal 
bonds,  bought  by  more  than  a  million 
investors,  have  gone  into  default 
since  1981.  Municipal  bond  defaults 
for  retirement  and  nursing  home  proj- 
ects alone  exceeded  $  1  billion  in  this 
period  (Forbes,  Jan.  25). 

Last  year  brought  more  than  $400 
million  in  U.S.  corporate  defaults  (ex- 
cluding Texaco's  $3.7  billion  bath), 
while  municipals  defaulted  to  the 
tune  of  $1  billion.  Now  a  flood  of 
marginal  health  care  and  other  muni- 
cipals issued  during  1985  and  1986  to 
beat  restrictions  in  the  new  tax  law 
are  on  the  verge  of  default  and  threat- 
en to  stick  unwary  investors  with 
millions  of  dollars  in  losses. 

Richard  Lehmann,  president  of  the 
Miami-based  Bond  Investors  Associa- 
tion, forecasts  that  municipal  bond 
defaults  will  reach  more  than  $2  bil- 
lion over  the  next  two  years.  Further 
compounding  the  problem,  he  says,  is 
the  emergence  of  "contrived  defaults" 
among  issuers  of  noncallable  munici- 
pals saddled  with  double-digit  inter- 
est rates.  You're  less  likely  to  get 
burned  here,  but  you  will  get  clipped. 

What  happens  in  the  typical  de- 
fault? Well,  in  the  case  of  municipals, 
many  bondholders  simply  take  their 
lumps,  quietly  and  quickly.  Investors 
typically  bail  out  within  six  months 
of  default  and  settle  for  around  15 


cents  to  30  cents  on  the  dollar.  But 
speculators  and  diehards  who  are 
willing  to  hang  on  until  settlement  is 
made — which  can  take  years — often 
get  from  50  cents  to  70  cents  on  the 
dollar. 

What  course  should  you  follow  in 
the  event  of  default?  First,  try  to  get  as 
much  information  as  possible.  In 
most  cases,  bondholders  can  request 
the  trustee  to  call  a  bondholders' 
meeting  to  bring  investors  up  to  date 
on  the  circumstances  surrounding  the 
default. 

Shareholder  rights  attorney  Richard 
Greenfield  suggests  writing  to  the 
trustee  requesting  it  to  turn  over  any 
material  facts  concerning  the  default. 
"This,"  he  says,  "puts  the  gun  to  the 
trustee's  head  and  reminds  them  of 
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Defaulted  Washington  power  bonds 
More  than  once  in  a  lifetime. 


their  fiduciary  responsibilities." 

In  addition,  the  trustee  is  usually 
obliged  to  allow  you, to  inspect  all 
financial  statements  relating  to  the 
default.  Ask  how  the  bonds  are  securi- 
tized.  If  real  property  exists,  chances 
are  an  appraisal  has  been  made.  An 
appraisal  will  give  you  a  ballpark  esti- 
mate on  the  bond's  liquidation  value 
and  help  you  decide  whether  to  cash 
in  now  or  hold  on  for  the  settlement. 
As  with  any  investment,  of  course, 
you  can  stay  out  of  harm's  way  simply 
by  monitoring  the  financial  health  of 
your  bonds  in  the  first  place.  Contact 
the  trustee  of  every  bond  you  own  to 
identify  yourself  as  a  bondholder  (es- 
pecially if  you're  holding  bearer 
bonds).  Request  that  you  be  apprised 
of  any  developments  relating  to  the 
security  or  safety  of  your  bonds. 

You  might  also  consider  joining  the 
Bond  Investors  Association  (800-852- 
0444).  Included  in  the  14,000-member 
nonprofit  group's  $25  annual  dues  are 
a  bimonthly  bond  investor  newsletter 
and  a  rating  and  called-bond  service. 
You'll  get  periodic  updates  on  the  fi- 
nancial health  of  up  to  ten  specific 
bonds  in  your  portfolio.  Additional 
bonds  can  be  tracked  for  a  dollar  a 
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'roup  also  publishes  the 
Defaulted  Bonds  Newsletter 
iar). 
.  association  is  also  working  to 
er  iniorm  investors  of  the  status 
of  defaulted  bonds  through  an  on-line 
database.  The  service,  which  is  ex- 
pected to  be  available  on  a  subscrip- 
tion basis  in  the  next  few  months, 
will  include  detailed  information  on 
an  initial  2,500  defaulted  bonds. 

The  rising  number  of  bond  defaults 
hasn't  been  ignored  in  Washington. 


Several  legislative  initiatives  are  now 
making  their  rounds  on  Capitol  Hill 
and  could  result  in  federal  legislation. 
In  January,  for  example,  the  Bond  In- 
vestors Association  began  circulating 
a  proposal  that  would  require  trustees 
to  provide  timely  notification  to  pre- 
sent and  potential  bondholders  of  late 
payments  by  the  issuer  that  could 
lead  to  a  bond's  eventual  default.  An- 
other proposal  under  consideration 
would  also  expand  trustee  powers  in 
recovering  bondholder  funds  in  the 


case  of  a  default. 

The  House  finance  subcommittee 
is  planning  to  hold  hearings  this 
spring  on  problems  in  the  municipal 
bond  industry.  It  is  expected  to  con- 
sider repealing  the  Tower  Amend- 
ment, which  restricts  the  Municipal 
Securities  Rulemaking  Board  from  re- 
quiring cities  to  disclose  information 
on  tax-exempt  bonds,  a  move  that  was 
urged  by  Securities  &.  Exchange  Com-|| 
mission  Chairman  David  Ruder  last 
October.  — Michael  Fritz 


If  you  plan  to  drive  in  Europe 


Europe  bound?  Renting  a  car  is  an 
obvious  way  to  stretch  your  dol- 
lars. Some  tips  to  keep  in  mind: 

•  Reserve  your  car  in  the  U.S.  be- 
fore you  leave.  You'll  not  only  save  on 
rates,  you'll  also  qualify  to  receive 
some  drivers'  aids  that  can  prove  ex- 
tremely valuable.  Avis,  for  example, 
which  is  the  largest  car  renter  in  Eu- 
rope, with  over  100,000  cars,  will  give 
you  a  free  guidebook  with  detailed 
maps  covering  your  travel  route.  And, 
in  case  of  emergency,  there  is  a  toll- 
free  number  you  can  call  at  any  time, 
day  or  night,  to  reach  an  English- 
speaking  Avis  representative.  This  is 
in  addition  to  the  company's  24-hour 
emergency  road  service. 

Hertz,  which  has  some  60,000  cars 
in  its  European  fleet,  will  furnish  a 
similar  detailed  travel  guide,  and  also 
has  round-the-clock  repair  service  ac- 
cessible through  a  toll-free  number. 
Other  maior  car  rental  firms  in  Europe 
that  give  special  deals  to  Americans 
who  rent  in  advance  on  this  side  of 
the  Atlantic  include  National  (allied 
with  Europcar  over  there)  and  Dollar 


(tied  in  with  interRent).  You  can  also 
arrange  advance  car  rental  through 
your  travel  agent  or  by  calling  the 
following  reservation  numbers:  Avis: 
800-331-1084;  Dollar:  800-421-6868; 
Hertz:  800-654-3001;  National:  800- 
CAR-EURO. 

Prices  vary,  of  course,  according  to 
the  size  of  the  car,  but  the  least  expen- 
sive car,  with  stick  shift,  will  run 
about  S200  a  week  in  the  U.K.,  about 
$275  in  France  and  under  S200  in  Ger- 
many. The  least  expensive  automatic 
shift  cars  will  run  from  $80  to  $225 
more  per  week.  Included  in  these  fees: 
unlimited  mileage,  no  dropoff  charge 
in  the  same  country  and  local  tax.  The 
collision  damage  waiver  and  personal 
insurance  are  extra. 

•  Renting  a  car  with  driver  gets  ex- 
pensive tast.  In  the  U.K.,  figure  $500 
and  up  per  day — for  a  Ford  Granada. 
To  hire  a  Rolls  and  driver  for  a  day 
will  run  you  $1,050  and  up.  Two  ma- 
ior firms  that  lease  such  cars  and  driv- 
ers in  Europe  are  Carey  International 
(800-336-46461  and  the  Kemwel 
Group  (800-678-0678). 


•  Make  sure  the  car  is  big  enough 
for  you,  your  traveling  companion 
and  your  luggage.  Two  thin  people 
might  fit  comfortably  into  a  Ford  Fies-| 
ta,  for  example,  but  four  sizable  pieo 
of  luggage  will  not  fit  into  the  car'sl 
small  trunk. 

•  Have  a  representative  check  you 
out  on  the  car  before  you  drive  off. 
The  controls  for  lights,  wipers,  horn, 
etc.,  probably  are  not  where  they  are 
on  your  own  car.  A  sudden  downpoui 
turned  a  blissful  spin  along  the  Cof^ 
del  Sol  into  a  nightmare  when  on 
American  driver,  newly  off  the  plani 
from   the   U.S.,   couldn't   locate  the] 
windshield  wiper  controls  and  coul 
not  stop  his  car  because  of  bumper-to^ 
bumper  truck  traffic. 

•  Check  for  deals  on  wheels  y 
air  carrier  may  be  offering.  Trave! 
on  British  Airways,  for  example, 
currently  rent  cars  in  Britain  fn 
Europcar  starting  at  $16  per  day.  Any^ 
one  paying  for  a  round-trip  ticket 
May  31,  1988  and  traveling  until  Oct 
31  in  the  U.K.  is  entitled  to  three  ii 
days  of  car  rental.  Other  air  carnei 
often  have  special  car-rental  arrange 
ments,  too. — W.G.F. 
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With  hundreds  of  hotels  around  the  world,  Trusthouse  For 
can  offer  you  a  choice  whenever  you  travel. 

But  each  hotel  jealously  preserves  the  individuality  which  has 
made  it  special. 

Whether  located  deep  in  English  countryside,  on  gra 
avenues  of  great  cities  or  overlooking  the  sea  in  beautiful  resorts, 
Trusthouse  Forte  hotels  have  one  great  virtue  in  common. 

Dedication  to  the  standards  of  personal  service  that  have 
made  them  famous. 
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Careers 


ma  Gioia  is  a  rising  businessman  and 
an  acclaimed  poet.  The  business  and  artis- 
tic worlds,  he  believes,  often  complement 
each  other  beautifully. 

Free  to  be 
creative 


By  Fleming  Meeks 


I^ulling  up  to  the  entrance  to 
"the  parking  lot  at  the  General 
Foods  building  in  Rye  Brook, 
N.Y.,  Dana  Gioia  rolls  down  the  win- 
dow of  his  1988  Mercury  Sable.  The 
guard  looks  in  and  says,  "Hi,  Dana," 
and  they  hold  a  short,  friendly  conver- 
sation. "He's  a  parking  guard  who 
reads  Dostoyevski,"  explains 
Gioia  (pronounced  jOY-a)  as  he 
drives  into  GF's  garage. 

In  Dana  Gioia,  the  guard  has 
a  kindred  spirit.  On  the  one 
hand,  Gioia  is  a  Stanford 
MB. A.  who  has  risen  to  man- 
ager of  new  product  develop- 
ment for  the  Meals  Division  of 
General  Foods,  USA.  At  the 
same  time,  he  is  also  a  nation- 
ally acclaimed  poet  and  essay- 
ist. Daily  Horoscope,  Gioia's 
first  complete  collection  of  po- 
etry, was  published  in  1986 
"Mr.  Gioia  is  a  refined  and  un- 
usually gifted  writer,''  report- 
ed the  New  York  Times  Book  Re- 
adding  that  his  work  car- 


iot  spent  eight  of  his  most  productive 
writing  years,  from  1917  to  1925,  at 
Lloyds  Bank  in  London.  Wallace  Ste- 
vens spent  much  of  his  adult  life  as  a 
vice  president  underwriting  surety 
bonds  at  the  Hartford  Accident  &  In- 
demnity Co.,  a  job  he  held  until  he 
died,  in  1955,  at  75.  Prior  to  the  publi- 
cation of  his  first  book,  which  led  to  a 
Guggenheim  fellowship,  James  Dick- 


ftntm  In  Una 


r~l 


ries  "a  remarkable  authority." 
His  essays  have  appeared  in 
<:ht.  \. ::  Yorker  and  the  Nation, 
and  a  coll  ■•  tion  of  his  essays, 
-  and  Poetry  (also  the  ti- 
tle of  a  1983  essay  for  the  Hud- 
son ■  .•!!■),  will  appear  early  next 
year.  Additional  credits  include  edit- 
ing a  collection  i  -  by  poet  Wel- 
don  Kees  and  toediting  the  anthology 
Poems  from  : 

Predicts  !  -  V  irgan,  founder 

and  coeditoi  i  Review:  "In 

15  or  20  year-,  ht  will  be  one  of 

our  leading  mi  n 

Other  poets  ha  .  .success- 

fully into  the  busi  '      IS.  El- 
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Poet  businessman  Dana  Gioia 

In  Wallace  Stevens' footsteps? 


ey  was  a  rising  star  at  McCann-Enk- 
son  and  other  ad  agencies. 

Gioia,  37  and  modest,  dismisses 
comparisons  with  Stevens,  Eliot, 
Dickey.  But  he  does  see  in  their  busi- 
ness careers,  as  in  his  own,  something 
more  important  to  the  creative  pro- 
cess than  merely  paying  the  rent. 
Gioia  says  that  for  Stevens,  as  for  him, 
i  he  daily  accomplishments  of  busi- 
ness life  must  have  been  helpful  in 


getting  through   the   problems   thi 
come  with  a  writer's  territory. 

"In  business,"  Gioia  explain 
"there  is  no  such  thing  as  writer 
block.  You  can  have  a  bad  day,  mayb 
even  a  bad  week.  But  if  you  have  a  ba 
quarter,  you're  in  trouble.  And  for  a 
artist,  that's  sort  of  a  liberating  ai 
sumption,  because  it  forces  you  to  gt 
things  done." 

Getting  things  done  seems  never  t 
have  been  a  problem  in  Gioia's  fan 
ily.  He  grew  up  in  what  he  calls 
Sicilian  "family  ghetto" — 15  relative 
lived  within  half  a  block — in  Haw 
thorne,  Calif.  His  father,  now  retiree 
worked  as  a  cabdriver  and  a  chauffeu 
and  later  owned  a  children's  sho 
store.  His  mother  still  works  aj 
information  operator  for  AT&T. 

Gioia's  parents  sent  him  and  hj 
younger  brother  Ted  to  Catholi 
schools.  From  there,  Gioia  won] 
scholarship  to  Stanford,  graduatir 
Phi  Beta  Kappa  in  English  in  197; 
(Brother  Ted,  now  30,  also  earned 
Stanford  M.B.A.  and  recently  left 
job  with  McKinsey  &  Co.  to  st 
Quartet  Records,  a  Palo  Alto,  Cah 
record  company  specializing  in  jazz. 
In  1975,  having  completed  th 
course  work  and  language  require 
ments  (German,  Italian,  French,  En 
glish  and  Latin)  for  a  Ph.D. 
comparative  literature  at  Hf 
vard,  Gioia  stunned  his  prdj 
sors  and  Cambridge  friends  b 
leaving  the  doctoral  progrj 
for  Stanford  Business  Schod 
He  and  classmate  Mar 
Hiecke  (they  would  marry 
1980)  collected  their  M.B.AJ 
in  1977,  and  both  went  t 
work  at  General  Foods.  She  ] 
now  a  manager  for  jell-o  Pm 
ding  Snacks. 

In  abandoning  the 
tower  for  business  school 
then  business,  Gioia  gave 
none  of  his  literary  aspir 
tions.  "I  realized  that  if  I  did 
do  my  poetry  first,  I  wou 
never  do  it."  At  the  end 
business  school  classes  eve 
day,  he  devoted  two  hours 
reading  and  writing  bef 
moving  on  to  his  homework' 
Every  two  weeks  he  woul< 
write  a  book  review  for  the  Staufon 
Daily  or  Bay  Area  magazines. 

Planning  for  a  career  in  internation 
al  banking,  where  he  thought  h> 
would  put  his  language  skills  to  use 
Gioia  concentrated  on  finance  a 
Stanford.  "But  the  more  I  met  bank 
ers,  and  the  more  bankers  met  me,  th' 
more  I  realized  the  chemistry  wasn' 
there."  Fortunately,  he  took  a  coupl ' 
of  marketing  classes,  "which  I  ncve| 
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took  seriously,  but  I  always 
did  very  well  at."  Well  enough 
that,  on  receiving  his  M.B.A. 
in  1977,  he  was  hired  as  an 
assistant  product  manager  for 
Country  Time  lemonade  at 
General  Foods. 

Keeping  the  literary  side  of 
his  life  under  wraps,  Gioia 
moved  very  quickly  up  GF's 
career  ladder.  "It  was  impor- 
tant to  me  psychologically  to 
keep  business  and  poetry  sep- 
arate, because  I  did  not  want 
to  be  perceived  at  General 
Foods  as  a  fuzzy-headed  cre- 
ative person,"  he  says.  "I 
wanted  to  be  judged  as  a  busi- 
nessman and  succeed  under 
the  company's  criteria,  rather 
than  asking  for  some  implied 
special  treatment." 

In  1983  Gioia  was  promoted 
to  group  product  manager  for 
Kool-Aid,  the  largest  single 
profitmaker  at  General  Foods. 

On  taking  over  Kool-Aid, 
Gioia  shifted  the  marketing 
focus  away  from  the  product's 
buyers,  parents,  and  toward 
the  actual  consumers,  their 
kids.  He  made  Kool-Aid  Man 
(a  pitcher  with  arms  and  legs) 
the  center  of  his  marketing 
campaign.  Several  hundred 
suits  were  made  up,  and  Kool- 
Aid  Man  invaded  supermar- 
kets around  the  country.  Over 
10  million  copies  of  a  Kool- 
Aid  Man  comic  book,  pub- 
lished by  Marvel  Comics, 
were  distributed,  and  75  li- 
censes for  the  Kool-Aid  Man 
name  were  signed,  for  every- 
thing from  toys  (Mattel 
brought  out  a  Kool-Aid  Man 
videogame)  to  children's 
clothing  and  accessories.  Re- 
calls Gioia:  "When  kids  had 
fun,  I  wanted  Kool-Aid  Man 
to  be  involved." 

Gioia  won  his  business  rec- 
ognition. Soon  after  he  took  over  the 
Kool-Aid  account  in  1983,  he  and  his 
team  pushed  sales  up  sharply,  above 
S400  million,  the  highest  ever.  GF,  he 
says,  earned  "huge,  huge  profits." 

During  this  time  Gioia's  other  life 
was  exposed.  In  December  1984  E& 
quire  published  the  "Esquire  Regis- 
ter,' 'Men  and  Women  Under 
Forty  Who  ^e  Changing  America." 
Gioia  was  among  them,  his  status  un- 
derscored by  i  comment  from  the  late 
Howard  Mi.  the  View  Yorker's  poetry 
editor,  comi  ring  (  ..  La  favorably  to 
Wallace  Stevens 

"When  the  Esquire  item  appeared,' 
Gioia  recalls,   "someone  came   into 


Dana  Gioia's  poems  are  often  rooted  in  the 
American  suburban  experience.  The  following 
is  from  his  latest  collection,  Daily  Horoscope 
(Graywolf  Press,  St.  Paul,  Minn.). 


INSOMNIA 

Now  you  hear  what  the  house  has  to  say. 
Pipes  clanking,  water  running  in  the  dark, 
the  mortgaged  walls  shifting  in  discomfort, 
and  voices  mounting  in  an  endless  drone 
of  small  complaints  like  the  sounds  of  a  family 
that  year  by  year  you've  learned  how  to  ignore. 

But  now  you  must  listen  to  the  things  you  own, 
all  that  you've  worked  for  these  past  years, 
the  murmur  of  property,  of  things  in  disrepair, 
the  moving  parts  about  to  come  undone, 
and  twisting  in  the  sheets  remember  all 
the  faces  you  could  not  bring  yourself  to  love. 

How  many  voices  have  escaped  you  until  now, 
the  venting  furnace,  the  floorboards  underfoot, 
the  steady  accusations  of  the  clock 
numbering  the  minutes  no  one  will  mark. 
The  terrible  clarity  this  moment  brings, 
the  useless  insight,  the  unbroken  dark. 

«  1986  by  Dana  Gioia 


my  office  and  said,  'Is  this  you?'  I  said, 
yeah — Dana  Gioia  is  not  that  com- 
mon a  name — and  the  guy  just  shook 
his  head.  He  couldn't  reconcile  the 
fact  that  I  was  a  poet." 

Similarly,  his  friends  outside  of 
business  frequently  have  trouble  un- 
derstanding what  he  does  at  General 
Foods.  "When  I  told  my  literary 
friends  I  ran  Kool-Aid,  they  would  just 
laugh  hysterically.  They  thought  it 
was  the  funniest  damn  thing  they  had 
ever  heard." 

Not  all  poets  have  such  good  senses 
of  humor.  Recently  making  the 
rounds  was  a  copy  of  an  unpublished 
essay  titled  "Dana  Gioia  and  the  Poet- 


ry of  Money."  In  it,  the  au- 
thor,  Greg  Kuzma,  a  poet  and' 
English  professor  at  the  Uni- 
versity of  Nebraska,  dismisses 
Gioia's  work  as  "the  poetry  ol 
leisure"  and  "the  poetry  oi 
privilege." 

"What  it  values  most  are 
material  things,"  sneers 
Kuzma,  "and  what  it  pro- 
motes is  an  esthetic  based  or 
what  one  can  afford." 

"Maybe  I  am  obsessed  with 
money,"  Gioia  replies,  adding 
that  writers  are  often  unaware 
of  the  recurring  themes  and 
images  in  their  work.  But  if  it 
is  true,  he  explains,  it  is  be- 
cause he  knows  from  his 
humble  upbringing  that  the 
lack  of  money  can  be  pretty 
miserable. 

In  1985  Gioia  joined  Gener- 
al Foods'  Corporate  Develop- 
ment group,  where  he  as- 
sessed acquisitions  and  new 
ventures.  When  the  corporate 
staff  was  pared  back  to  just  a 
handful  last  year,  as  part  of  a 
companywide  reorganization, 
Gioia  was  reassigned  to  the 
Meals  Division  of  General 
Foods,  USA  in  White  Plains, 
N.Y.  and  his  position  was  up- 
graded to  manager  of  new 
business  development. 

Gioia  is  currently  working 
on  projects  that  will  enable 
General  Foods  to  gain  an  early 
presence  in  fresh,  refrigerated 
convenience  foods,  which,  he 
says,  will  someday  rival  fro- 
zen foods  in  supermarkets. 

Just  as  he  trained  himself  tc 
do  in  business  school,  Giois 
still  puts  in  two  hours  on  his 
writing  nearly  every  day  aftei 
work,  and  three  or  four  hours 
a  day  on  weekends.  And  ever 
though  he  envies  academics 
their  long  vacations  and  sab 
baticals,  he  continues  to  be- 
lieve that  the  business  world  is  ac 
excellent  incubator  for  the  talents  ol 
many  artists. 

In  his  Hudson  Review  article  "Busi 
ness  and  Poetry,"  Gioia  looked  at  the 
long  and  productive  lives  of  T.S.  Eliot 
Wallace  Stevens  and  other  poets  whe 
have  spent  time  in  the  business 
world.  "Suicide,  alcoholism,  drug  ad 
diction,  poverty  and  madness  are  all 
too  often  fellow-travelers  of  poetry  ir 
this  country,  as  the  biographies  of  oui 
poets  clearly  demonstrate,"  writes 
Dana  Gioia. 

"Working  in  business  gave  the  po 
ets  I  have  discussed  a  healthy  perspec 
tive  on  their  lives  as  writers."  ■ 
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summary  of  your  stocks,  bonds  and  mutual  funds.  You  earn  high  current  yields  on  your  cash  and  enjoy 
easy  access  to  your  funds.  See  why  Fidelity  USA  is  the  asset  management  choice  of  some  of  America's 
most  demanding  investors. 


0  Premium  Service 

Look  what  Fidelity  USA  gives  you:  a 
dedicated  staff  of  registered  traders 
and  USA  specialists,  access  to  them  24 
hours  a  day  every  day  and  the  added 
advantage  of  only  one  phone  number 
to  remember  for  all  of  your  needs. 

0  Low  Cost  Brokerage 
Services 

Save  on  nearly  every  brokerage  trans- 
action with  our  discounted  commis- 
sions. There's  never  any  sales  pressure.  Plus  we  mail 
your  trade  confirmations  within  24  hours. 
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Stocks,  Bonds,  Options 

Fidelity  Growth  Funds 

Fidelity  Bond  Funds 

Fidelity  Federal  Tax  Free  Funds 

Fidelity  State  Tax  Free  Funds 

Margin 
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M  High  Current  Yields 

Your  money  earns  tax-free  or  taxable 
income  between  investments.  Cash 
dividends  and  sales  proceeds  are 
automatically  swept  into  your  core 
money  market  fund.  Plus  you  have 
easy  access  to  your  funds  through  free 
checking  and  optional  MasterCard® 
or  Visa®  cards. 


0  A  Single  Monthly  Statement 

All  of  your  Fidelity  USA  transactions- 
securities  trades,  mutual  fund  investments  and  check- 
ing are  summarized  on  one  monthly  statement. 


Call  the  24  hour  Fidelity  USA  Service  Center  today  at  1-800-FID-USA1.  A  dedicated  USA  Specialist  is  ready  to 
answer  any  of  your  questions.  Ask  for  a  free  Fidelity  USA  fact  kit. 


FIDELITY  USA.  Call  US  today  at  1-800-FID-USA1.  We'll  send  you  a  free  fact  kit 
which  describes  all  management  fees,  expenses  and  the  monthly  account  fee.  Please  read  it  carefully 
before  investing  or  sending  money.  Fidelity  Investments,  P.O.  Box  660603,  Dallas,  TX  75266-0603- 
□  Please  send  more  information  on  Fidelity  USA.     □  Please  have  a  Fidelity  USA  specialist  call  me  today. 

Name Address 


Citv. 


.State. 


.Zip. 


Phone  _L 


) 


.  Best  time  to  call . 


Call  toll-free  24  hours. 

1-800-FID-USA1 

(1-800-343-8721) 

Fidelity  Brokerage  Services,  Inc.  SIPC,  NYSE 
©  1987  Fidelity  Investments 


Fidelity  &-$  Investments 

CODE:  FORB/USA/032188 


1  >■<■  id  tui 


Edited  by  Jerry  Flint 


Agent  of  change 

I've  been  characterized  as  a  person 
who  communicates  with  all  the 
subtlety  of  a  Chicago  Bears  lineman," 
laughs  J.  Phillip  Samper,  53,  who  has 
more  than  a  passing  resemblance  to 
one.  As  Eastman  Kodak's  vice  chair- 
man, Samper  shares  day-to-day  oper- 
ating responsibility  with  President 
Kay  Whitmore. 

When  Kodak  was  reorganized  late 
in  1984,  Samper  took  charge  of  its  two 
principal  groups — Photographic  Prod- 
ucts and  Information  Systems,  in- 
cluding copiers — and  oversight  of 
worldwide  manufacturing  to  boot. 
The  two  core  businesses  have  under- 
gone a  remarkable  turnaround  that's 
been  somewhat  overlooked  in  all  the 
publicity  about  Kodak's  recent  woes. 

After  heavy  writeoffs  in  1986,  Ko- 
dak's 1987  earnings  more  than  tri- 
pled, to  $1.18  billion,  on  a  15%  in- 
crease in  sales,  to  $13.3  billion.  Sam- 
per's two  groups  accounted  for  under 
70%  of  the  sales  but  almost  90%  of 
the  pretax  operating  income. 

The  weak  dollar  undoubtedly 
helped — more  than  40%  of  Kodak 
sales  are  outside  the  U.S.  and  many 


Kodak's]  I'hil;,-    \. 
Impatient,  and  a  bad  loser. 


major  competitors  are  foreign — but  a 
lot  of  the  credit  goes  to  Samper.  A 
tough  marketing  executive  who  has 
spent  much  of  his  27-year  Kodak  ca- 
reer overseas,  he  was  not  awed  by 
tradition  at  Rochester  headquarters. 
"I  was  an  outsider  there  until  the  late 
1970s,  so  I  was  not  at  all  reluctant  to 
tread  where  previous  people  had  been 
afraid  to  go,"  he  says.  One  bugaboo 
was  the  snail's  pace  for  new  product 
introduction.  "I  saw  us  spending 
money  in  the  research  lab,  but  I  didn't 
see  that  much  return,"  he  says.  Under 
Samper  the  copier  division,  for  exam- 
ple, unveiled  more  products  the  last 
three  years  than  in  a  decade. 

"I'm  an  agent  of  change,"  he  says. 
"I'm  impatient,  and  I  don't  like  los- 
ing." That  drive,  and  his  success,  posi- 
tion him  to  become  only  the  second 
nontechnical  chief  executive  of  Ko- 
dak since  George  Eastman  himself. 
That  would  be  another  revolutionary 
change. — Subrata  N.  Chakravarty 


The  early  bird  gets  . . . 

I  will  import  anything  cheap  and 
good  from  any  country  for  Japanese 
consumers,"  says  Takuya  Okada, 
chairman  of  Jusco  Co.  Ltd.,  Japan's 
fourth-largest  retailer  (1987  sales,  $7 
billion).  In  another  country,  this 
could  be  any  opportunistic  merchant 
speaking;  in  ncomcrcantilist  Japan, 
such  talk  is  blasphemy. 

Since  the  yen  headed  north  in  1985, 
Okada,  a  youthful-looking  62,  has  ag- 
gressively imported  home  electric  ap- 
pliances from  Taiwan  and  Korea,  typi- 
cally pricing  them  30%  to  40%  below 
similar  Japanese-made  products.  Last 
\  t  ai  he  made  headlines  when  he  im- 
ported 2,500  VCRs  from  South  Korea 
for  sale  in  his  chain  of  superstores, 
which  are  combination  supermarket/ 
general  merchandise  stores.  "Young 
Japanese  often  visit  Korea  and  other 
Asian  countries  and  don't  have  the 
negative  image  of  these  countries  that 
older  Japanese  do,"  he  explains.  For- 
eign products  account  for  1 1%  of  Jus- 
co s  sales,  the  highest  ratio  among 
Japan's  major  retailers. 

Okada  inherited  a  190-year-old 
family  kimono  business  after  the  war, 


Japanese  retailer  Takuya  Okada 
Cheaper  is  better. 

converted  it  into  a  supermarket  and 
went  national  through  mergers  and 
acquisitions.  Now  he  is  going  global! 
opening  supermarkets  in  Hong  Kong! 
Malaysia  and  Thailand. 

His  boldness  is  applauded  on  thd 
Tokyo  Stock  Exchange.  Jusco's  shard 
price  has  climbed  53%  since  the  be 
ginning  of  the  year  (vs.  a  19%  rise  foi 
the  market),  thus  boosting  the  valu{ 
of  Okada's  6.2%  stake  to  about  $3C 
million. 

Okada  predicts  that  the  import  ra] 
tio  of  other  Japanese  retailers  will 
surge  because  of  the  yen  appreciation! 
lower  import  tariffs  and  the  liberalizal 
tion  of  agricultural  imports.  "Compej 
tition  in  selling  imported  product^ 
will  be  severe  in  the  future,  but 
started  much  earlier  than  my  compe| 
mors." — Hiroko  Katayama 


Rich  and  old-fashioned 

I  still  view  myself  as  a  country  bow 
going  down  the  road  scratching  ou 
a  living,"  says  William  I.  Koch,  47 
founder  and  president  of  ten  or  sc 
companies,  most  of  which  have  Ox 
bow  in  their  names  and  together  havi 
sales  adding  up  to  more  than  $1  bil 
lion  a  year. 

Bill  Koch,  obviously,  isn't  your  run 
of-the-mill  country  boy.  He  was  pari 
owner  of  the  petroleum  and  petro 
leum  products  business  founded  by ' 
his  father.  He  didn't  like  the  way  ar 
older  brother  was  running  it,  suec 
him,  and  then  was  bought  out  for  ar 
estimated  $550  million  five  years  ago 
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Quality  ?  Bf 

Innovation  ?  gf 

Ccaiipeativeness  ?  [Zf 

TANDY  ANSWERS 
LMERICA'S  CHALLENGE. 


design  and  quality  control ...  for  exceptional  reliability. 


Tandy  engineered  and  built . . .  another 
first  in  high-performance  audio/video. 
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America's  distribution  system  for  the 
products  of  technology. 


Bf  World-Class  Product 

Development  &  Manufacturing 

Competitiveness  . . .  inspires  the  winning  tradition,  achieved 
by  Tandy's  product  development  and  engineering  teams  in  cre- 
ating technological  breakthroughs  tor  broad-based  markets. 

Markets  that  have  felt  Tandy's  technological  impact  include: 
audio,  video,  telephony,  microcomputing,  magnetic  media  and 
more  .  .  .  markets  with  a  growing  demand  that  Tandy  has  met 
by  opening  one  or  more  new  manufacturing  facilities  each  year 
for  the  past  1 5  years.  (Recently,  Color  Computer®  production 
has  returned  to  America,  thanks  to  a  new  plant  in  Texas.  And, 
we've  opened  a  state-of-the-art  pc  board  plant  in  Utah.) 

Quality  .  . .  drives  the  tradition  at  26  of  Tandy's  USA  plants  in 
California,  Illinois,  Iowa,  Missouri,  New  Jersey,  North  Carolina, 
Texas,  Utah  .  .  .  and  spreads  worldwide  to  our  five  plants  in 
Korea,  Taiwan  and  mainland  China. 

\£  Price /Performance  Breakthroughs 

Innovation  . .  .  fuels  Tandy's  tradition  of  price/performance 
breakthroughs  .  . .  created  by  our  own  research  and  design 
and  through  strategic  joint  development  efforts. 

Tandy  breakthroughs  include  technological  firsts  in  personal 
computers,  digital  stereo,  weather  radios,  hand-held  VHF 
radios,  low-cost  cordless  phones  and  telephone  answerers. 

Our  tradition  of  price-breakthrough  technology  continues  in 
1987  with  the  hand-held  cellular  phone,  audio/video  receiver, 
universal  remote  control,  and  386-based  personal  computer. 

\£  Unparalleled  Distribution  &  Marketing 

Radio  Shack,  The  Technology  Store,  is  America's  largest 
chain  of  electronics  retail  stores,  dealers  and  computer  cen- 
ters . .  .  plus,  Tandy's  other  distribution  channels  include  lead- 
ing retailers,  manufacturers  and  businesses. 

After-sale  support  and  service  is  unequaled  and  cited  by  our 
customers  as  a  major  advantage  of  buying  Tandy  products. 

Whether  Tandy  is  supplying  the  automotive  industry  ...  the 
telecommunications  industry  ...  or  the  home  consumer . .  . 
America  can  depend  on  . . . 


Quality. . .  Innovation . . .  Competitiveness . 
Challenge.. .  it's  Tandy's  Tradition! 


it's  America's 
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William  Koch,  Oxbow  president 

"I  didn't  enjoy  spending  that  much  time  on  sailboats.' 


Faces 

Behind  the  Figures 


Koch,  who  has  a  Ph.D.  in  chemical 
engineering  from  MIT,  went  boat- 
happy  after  that  buyout,  buying  them, 
racing  them  and  even  buying  his  own 
marina  to  store  them.  "I  went  a  little 
gonzo,"  he  admits.  He  still  races  81- 
footers  four  weeks  a  year  but  has  sold 
most  of  his  boats.  "I  didn't  enjoy 
spending  that  much  time  on  sailboats 
and  eating  gourmet  food,"  he  ex- 
plains. Instead,  he  went  back  into 
business. 

Koch  has  no  truck  with  the  buy- 
'em-and-bust-'em-up  strategy  favored 
by  today's  better-known  tycoons.  "I 
like  to  build  and  grow  a  thing  rather 
than  just  go  out  and  buy  something 
that  already  exists  and  then  play  the 
corporate  bureaucrat." 

He  spends  his  time  creating  mostly 
energy-related  subsidiaries.  Come 
summer  his  Oxbow  Geothermal  Co. 
will  tart  to  >cll  electrical  power  gen- 
erated with  underground  steam  to 
Southern  California  Edison  and,  he 
profitable  from  day  one.  Oth- 
er Koch  companies  sell  energy  in  the 
form  of  anthra  ite  refuse  (culm),  coal 
andnatu..  id  market  crude  and 

its  products  S 1 1 1 1  others  import  lime- 
stone, produce  asphalt  and  make  plas- 
tic pipe.  "Wt  live  between  the 
cracks  of  the  majors,"  Koch  says,  ex- 
plaining his  "We  have  tried 
to  focus  on  i  :s,"  he  says, 


176 


"but  as  it  turned  out,  some  of  the 
areas  we  have  good  businesses  in  are 
really  shrinking  and  yet  they  are  per- 
fect market  niches  for  us." 

Koch  also  has  real  estate  invest- 
ments off  Cape  Cod  and  in  eastern 
Massachusetts.  But  with  an  estimated 
net  worth  exceeding  half  a  billion  dol- 
lars— half  used  for  the  businesses,  half 
put  away — why  not  live  off  T  bills  and 
look  at  the  sunsets?  Says  Bill  Koch:  "I 
would  probably  like  it  for  a  week,  and 
then  I  would  be  bored  out  of  my 
skull."— Stanley  W.  Angrist 


Lox  around  the  clock 

The  only  thing  wrong  with  owning 
an  estate  in  Scotland  and  strolling 
the  grounds  in  tweeds,  walking  stick 
in  hand,  is  the  cost.  Which  is  why  Ian 
Anderson  got  into  the  smoked  salmon 
business.  "If  not  make  money,  we 
wanted  to  cut  our  losses,"  says  Ander- 
son, 40,  the  aging  star  of  the  Jethro 
Tull  rock  group,  with  21  albums  to 
his  credit. 

Anderson  owns  Strathaird,  a 
15,000-acre  estate  in  his  native  Scot- 
land, and  his  sideline  in  smoked  fish 
has  the  makings  of  a  profitable  busi- 
ness. His  seven  fish-farming  sites  and 
the  processing  plant  in  nearby  Inver- 
ness  are  producing  200  tons  of 
smoked  salmon  a  year — and  expand- 
ing— under  the  Strathaird  Scottish 
Smoked  Salmon  label  and  throwing 
off  $4.3  million  in  revenues.  Ander- 
son says  he  will  plow  back  every  pen- 
ny into  expansion  until  sales  run  $16 
million  a  year  and  pretax  profits  are 
$1.8   million,   which  he  expects  by 


1990.  He  envisions  employing  1201 
cals  and  ranking  among  the  larger 
the  70  major  fish-farming  companies 
These  70  companies  produce  the  bid 
of  Scotland's  16,000  tons  of  fres 
salmon  a  year. 

Most  of  his  business  is  in  Franc 
and  Belgium,  but  he  has  begun  pusr 
ing  into  the  U.S.  market,  starting  wit 
New  York  City,  which  leads  the  m 
tion  in  smoked  fish  mavens.  In  Nei 
York  delis  you  can  find  all  manner  i 
smoked  salmon,  from  bright  orang 
belly  lox,  oily  and  salty,  at  $l(f 
pound,  to  paler,  lighter  Norwegia 
salmon  at  $20,  to  even  paler  and  moi 
subtle  Scottish  varieties  at  up  to  $2 
and  more.  Anderson's  sells  for  $21.! 
a  pound  in  Macy's. 

Anderson  at  the  moment  is  brool 
ing  about  the  Americans'  responsej_ 
his  packaging.  At  present,  like  othf 
offerings  from  Norway  and  Scotlani 
his  salmon  comes  artfully  sliced  an 
hygienically  sealed  in  plastic.  "Araei 
icans,"  he  says,  "have  this  hombl 
misconception  that  salmon  should  b 
hand-sliced  before  their  eyes  and  pr< 
sented  in  paper  to  smell  up  the  rest| 
their  shopping." 

Packaging  aside,  how  good  is  M 
derson's  smoked  salmon-  Members! 
an  impromptu  taste  panel  at  Forbi 
passionately  disagreed.  Some  foun 
its  color  and  smokier  taste  superiof 
the  Norwegian  variety.  Others,  nfl 
ing  these  qualities,  declared  it  inferi( 
to  the  best  Scottish  salmon.  Still  otl 
ers,  on  the  same  evidence,  pr( 
nounced  it  good,  but  lacking  the  hea 
to  keep  company  with  cream  chees 
and  toasted  bagels. — Dyan  Machan 


\X  ilium  L  rquhjn\C'est  HighUnd  Fred 
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SOME  PEOPLE 

BUILD  THEIR  CASTLES 

IN  THE  AIR... 


OMNI  MAGAZINE 
IS  THEIR  BLUEPRINT 

There  is  an  architecture  to  the  human  spirit. 

A  superstructure  deep  in  the  heart  ot  some  people  that  inspires 

and  encourages  them  on  to  greatness.  They  exact 

perfection.  Seek  invention.  And  they  find  it  in  the  pages  of  OMNI  Magazine. 

OMNI  reaaers  insist  on  the  best.  They  index  76%  higher  than  the 

national  average  in  reaching  professional/managerial  status,  and  67% 

higher  when  it  comes  to  purchasing  Luxury/Quality  items. 

They're  building  the  future  both  in  thoughts  and  in  deeds.  And 

you  can  reach  over  four  million  of  them  in 

the  pages  of  OMNI  Magazine. 


INGENUITY  BY  DESIGN 


Whi        )u  go  by  motorcycle  it  is  the 
ftp,  7  tot  the  destination,  that  counts. 


Uninsulated, 
unencumbered 


By  Art  Friedman 


TlHE  ROAD  GLIDES  BENEATH  YOU.  The  sky  flows 
|over  you.  The  wind  rushes  past,  bringing  new 
sounds  and  smells.  Uninsulated,  you  touch  the 
world  as  you  press  through  it  unencumbered  by  a 
cage.  Beneath  you,  the  machine  hums  and  throbs, 
almost  alive.  It  blends  with  you,  telling  you  of  the  road 
surface  and  responding  to  your  every  movement. 

There  is  a  world  waiting  out  there  along  America's 
highways,  but  you'll  never  touch  it  in  a  car,  encased  in 
steel  and  glass.  The  best  way  to  discover  it  is  from  the 
saddle  of  a  motorcycle,  where  you  can  feel,  hear  and  smell 
your  environment  from  a  seat  with  horizon-to-horizon 
visibility. 

The  best  motorcycle  touring  in  the  world  may  be  found 
in  the  American  West.  At  least,  that  is  the  informed 
opinion  of  Malcolm  S.  Forbes,  who  has  ridden  through 
dozens  of  countries  aboard  his  fleet  of  motorcycles.  Al- 
though his  annual  Friendship  Trips,  which  combine  busi- 
ness, diplomacy  and  the  pleasures  of  motorcycling  and 
ballooning  in  other  nations,  have  captured  the  world's 
attention,  Forbes  and  his  Capitalist  Tool  riding  compan- 
ions actually  have  more  pure  fun  and  have  covered  thou- 
sands more  miles  on  the  highways  of  North  America. 

Forbes'  western  headquarters  at  the  390-square-mile 
Forbes  Tnnchera  Ranch  in  southern  Colorado  is  ideally 
situated  tor  forays  through  the  Rockies,  the  red  rock  belt  of 
Utah  and  Arizona,  the  southwestern  deserts  and  the  West 
Coast.  For  his  11th  such  foray  in  as  many  years,  the 
destination  was  Sturgis,  S.D.,  where  50,000  to  60,000 
motorcyclists  congregate  each  year  to  socialize  and  ride 
through  the  Black  Hills.  However,  instead  of  setting  out 
north  ast  toward  the  hills,  the  Capitalist  Tools  head  west 
from  the  ranch. 

Although  many  rulers  find  happiness  touring  on  small 
motoic ,  des  with  engines  displacing  as  little  as  200cc,  the 
Capitalist  Tool  fleet  of  motorcycles  leaving  Forbes  Tnn- 
chera Ranch  are  all  big  full  dress"  touring  machines,  with 
smooth,  powerful  engines  displacing  between  1  lOOcc  and 
1400cc.  Windscreens  take  the  brunt  of  the  wind  pressure, 
saddlebags  and  trunks  for  riders'  gear,  stereo  sound  sys- 
tems, cruise  controls,  radar  detectors,  plush  saddles  and 

Art  Friedman  is  a  rut  the  edttot  c/ Motorcyclist  magazine 

He  lives  in  Los  AngeM  orsepower  per  capita  than 

anywhere  m  the  unh\ 
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wing  the  Grand  Tetons,  Yellowstone  looms  ahead 

'here's  a  world,  out  there  you'll  never  touch  in  a  car. 
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adjustable  suspension  sys- 
tems— in  short,  all  the 
amenities  except  air-con- 
ditioning and  isolation 
from  the  weather.  Howev- 
er, even  the  weather  is 
hardly  a  problem.  Modern 
helmets,  riding  and  rain 
suits,  gloves  and  electric 
vests  can  keep  you  cozy 
even  in  a  cloudburst. 

Only  scattered  clouds 
dot  the  sky  as  the  Capital- 
ist Tools'  road  show  falls 
into  line  behind  Forbes' 
Harley-Davidson  Tour 
Glide  on  the  way  through 
Fort  Garland,  Colo,  to- 
ward Durango.  Accompa- 
nying him  are  Tnnchera 
Ranch  manager  Errol  Ry- 
land;  Dr.  fan  Engzelius,  a 
Norwegian  who  has  ac- 
companied Forbes  on 
rides  all  over  the  world; 
photographer  Glen  Davis; 
motorcycle  maintenance  magician 
Brett  Broege;  23-year-old  David  Pater- 
son,  a  Scotsman  who  restored  and 
lives  in  the  house  where  Forbes'  fa- 
ther was  born;  Chnstophe  Adde,  mo- 
torcyclist working  for  Forbes  Interna- 
tional; and  myself. 

We  zip  quickly  past  cars,  trucks  and 
motor  homes  laboring  up  the  grade. 
The  brisk  morning  air  tugging  at 
leather  jackets  and  rushing  past  hel- 
mets invigorates  us  all. 

Soon  we  are  cascading  down  a  series 
of  switchbacks,  racing  the  water  from 


MONT. 


ster  Battlefield 
ational  Monument 


Sturgis 


Mount 
Rushmore 


\ 


From  Colorado  ranch  house 
to  Sturgis,  SI/).,  1JOO  miles 


melting  snow  down  intch: 
mountain  valleys  and  onf 
into  Durango,  which,  like; : 
many  of  Colorado's  for-jr 
mer  mining  towns,  ha$t 
become  a  tourist  mecca.t 
It's  tough  to  find  a  parking: 
space  even  for  motorcy  (L. 
cles  along  restaurant  row 
at  noon. 

After  lunch,  we  are  of! 
west  again  toward  Utah 
Ahead,  rain  clouds  builcV 
up.  Soon  a  thunderstorm^ 
is  beating  up  a  butte  off  tcC 
our  right.  I  can  hear  the 
thunder,    smell   the   rain 
and  feel  the  blasts  of  wine 
from  the  storm's  violence,)  - 
but  it  is  miles  before  the 
rain  actually  hits  us.  Hav- 
ing ridden  with  Capitalist 
Tool    Maximum    Leadei  ; 
before,  I  put  on  my  rain- 
suit     back     in     Durangc 
when  I  saw  the  clouds  or 
the  horizon.  As  a  result,  I  am  on 
only  two  who  are  fully  waterprooi 
when   we   finally   reach   the   storm 
Forbes  never  stops,  a  victim  of  his, 
own  positive  attitude. 

"I  keep  believing  it  will  stop  just 
ahead,"  he  explains.  "And  by  the  time 
I  realize  that  it's  not  going  to,  I'm 
already  as  wet  as  I'm  going  to  get." 

As  if  the  gods  of  weather  recogmii 
political  boundaries,  the  sky  clean 
immediately  as  we  ride  into  Utah 
Soon  we  are  in  our  motel  in  Monticel 
lo.  The  innkeeper  describes  both  ol 


Capitalist  ■  wgb  America  s  u  est  (I  to  r)  MSF,  Trinchera  matiager  F.rrol  Ryland,  photographer  Glen  Paris. 

Scotsman  ristopbe,  Norway's  l>r  Jan.  Brett  Broege,  Motorcyclist  editor  An  Friedman 
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Christophe  Adde 


|s  towns  restaurants  in 

wing  terms,  and  we  se- 

;t  the  more  luxurious 

1  e.  That  proves  to  be  a 

iStake.    The   service   is 

ocious  and  the  food 
)rse.  The  lone  server/ 
sser/cashier  is  not  on 
making  terms  with  the 
tchen  and  has  only 
ree  beers  in  stock, 
rime  rib"  turns  out  to 

pot  roast,  and  all  the 
Liners  are  served  with 
pie  pie  a  la  mode  on  the 
me  plate.  David  doesn't 
urn  that  his  order  is  not 
ailable  until  the  server 
ings  everybody  else's. 
1  this  culinary  adversity  makes  for 
uch  hilarity,  and  everyone  departs 
good  cheer. 

The  next  morning,  we  have  an  80- 
ile  ride  to  meet  photographer  Annie 
ibovitz,  who  is  photographing 
rbes  for  Vanity  Fair.  The  setting  is  a 
nyon  alongside  the  Colorado  River, 
th  Forbes  and  his  Harley  set  against 
e  red  rock  bluffs.  While  Chairman 
alcolm  roasts  in  his  leathers  be- 
ath  the  climbing  sun  and  Brett 
oege  attempts  to  repair  the  mac- 
ro's generator,  the  rest  of  us  watch 
e  truckloads  of  river  rafters  drive 
st  for  landing  upstream,  and  the 
ipty  trucks  come  back  looking  for 
em.  Eventually,  the  generator  is  re- 
ired,  the  image  captured  and  the 
ipitalist  Tools  set  loose  again  for  the 
le  to  Salt  Lake  City. 
We  are  traveling  on  U.S.  6,  which  is 
»t  an  interstate  highway,  so  the 
eed  limit  is  still  55.  However,  after 
e  morning's  delays,  we  are  all  pretty 
lpatient  and  soon  we  are  over 
imph,  swinging  around  the  slower 
iffic  on  a  20-mile  upgrade.  Utah's 
ate  troopers  have  a  repu- 
tion  for  diligence,  and 
ben  my  Passport  radar 
tector  beeps  for  just  an 
stant,  every  cop  sensor 
my  body  is  alert.  Forbes 
id  Broege  are  pulling 
iead  of  the  rest  of  us, 
ho  have  gotten  brief 
ectronic  warnings, 

lere  are  no  oncoming  ra- 
x  cars  or  roadside  speed 
aps,  and  everybody  is  be- 
nning  to  think  it's  a 
Ise  alarm  when  a  white 
arbo  Mustang  charges 
)  behind  us,  blasts  past, 
td  pulls  over  Forbes  and 
oege  at  the  crest.  The 
st  of  us  follow. 
What  results  is  a  traffic 
>p's  nightmare.  None  of 


En  route  in  Utah,  Vanity  Fair  picture  for  its  1987  Hall  of  Fame 


Christophe  Adde 


For  the  rest  of  the  day,  only  60mph,  even  in  65-mph  stretches 


the  licenses  are  from  Utah 
and    three    of    them    are 
from  out  of  the  country. 
All  eight  bikes  have  Colo- 
rado license  plates — with 
msf  and  a  single  digit — 
and      all      are      insured 
through      New      Jersey. 
Nonetheless,  the  consta- 
ble is  diligently  prepared 
to  write  up  the  whole  lot 
of  us,  despite  Forbes'  will- 
ingness  to   take   all   the 
blame.  ("They  are  all  on 
my  bikes  and  they  were 
following  me.")  Then  the 
officer's  captain  shows  up, 
tells  him  what  a  great  job 
he's  doing  and  that  we  all 
deserve  it.  That  seems  to  change  the 
officer's   attitude.   Only   Forbes   and 
Brett  get  tickets.  The  rest  of  us  get 
written  warnings,  which  are  just  as 
much  work  for  the  patrolman  but  far 
less  damaging  to  us.  The  rest  of  the 
ride  to  Salt  Lake  passes  at  no  more 
than  60mph,  even  when  we  get  on  the 
65-mph  interstate. 

At  breakfast  the  next  morning, 
Robert  H.  Woody,  business  editor  for 
the  Salt  Lake  Tribune,  interviews 
Forbes,  and  Woody  and  his  son  Tom 
join  us  for  the  day's  ride  to  Jackson, 
Wyo.  Also  joining  the  group  in  Salt 
Lake  for  the  rest  of  the  ride  is  my 
colleague  Nick  Ienatsch,  feature  edi- 
tor of  Motorcyclist  magazine,  who  will 
wear  the  colors  of  the  Capitalist  Tools 
all  the  way  to  South  Dakota.  Woody's 
story  in  the  next  morning's  paper  will 
report  that  we  "settle  into  the  saddles 
like  Teutonic  knights  mounting  their 
war  horses."  That's  a  pretty  dramatic 
description  for  a  bunch  of  guys  setting 
out  for  another  day  of  fun  and  fantas- 
tic scenery. 
Errol  Ryland  chose  most  of  the 
route  for  our  ride,  and  he 
had  selected  some  of  the 
best  roads  and  scenery  in 
the  country.  From  Salt 
Lake  we  turn  northeast, 
riding  up  through  the 
mountains  beyond  Logan 
and  emerging  at  an  over- 
look above  Bear  Lake.  We 
pull  into  a  scenic  turnout, 
already  filled  with  tour 
buses.  The  passengers  im- 
mediately lose  interest  in 
the  view  and  come  over  to 
look  at  the  motorcycles 
and  their  riders.  Within  a 
few  minutes,  some  of  the 
ladies  from  the  buses  are 
trying  to  persuade  the 
Capitalist  Tools  to  take 
on  passengers;  they  are 
unwilling  to  return  to  the 
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After  42  years,  old  friends  meet 


Cdo     Springs — 
lm   Forbes,    de- 
,   name   and  his 
money,  was  just  another 
er  during  World  War 
II.    He   made    certain    of 
that,  friends  say. 

"Fifteen  thousand  of  us 
in  the  infantry  wanted  to 
get  out.  He  was  the  only 
one  who  had  a  chance  to 
get  out,  and  he  wanted 
in,"  said  Charles  Hopper 
of  Paducah,  Ky.,  one  of 
Forbes'  fellow  sergeants. 

"We  didn't  find  out  who  he  was  by  him  trying  to 
impress  us,"  Hopper  said.  "We  saw  his  picture  in  the 
paper  one  day." 

Forbes  joined  his  fellow  soldiers  in  the  Springs  this 
week  for  the  annual  reunion  of  the  84th  Infantry  Divi- 
sion, known  as  the  Railsplitters. 

Forbes  was  just  one  of  them  but  he  was  also  the 
keynote  speaker  for  their  banquet  at  the  Clarion  Hotel 


Su^an  Biddle  Tile  Denver  Posl 


At  the  84th  Railsplitters'  42nd  reunion,  three  who  ma- 
chine-gunned togethei:  Boh  Buffaloe,  MSF,  Clxirley  Hopper 


in  Colorado  Springs.  The 
former  soldier,  who  was 
among  the  wounded  of 
that  war,  told  an  apprecia- 
tive audience  that  the 
U.S.  must  maintain  a 
strong  defense  and  that 
preparedness  is  the  cost  of 
freedom. 

Forbes,  67,  interrupted 
his  annual  summer  mo- 
torcycle trip  to  attend  the 
reunion. 

Forbes  stood  comfort- 
ably among  men  he  hadn't 
seen  in  more  than  40  years  and  happily  shook  hands  anci 
posed  for  photographs. 

The  last  time  William  Miller  of  Little  Rock,  Ark.  sa\ 
Forbes  was  as  their  unit  emerged  from  the  area  where  it 
had  spent  a  wartime  night. 

Later  that  day,  Forbes  was  injured,  and  Miller  didn't 
see  him  again  until  the  reunion. 

— Jay  Grelen,  reprinted  from  the  Denver  Pos 


buses  until  we  finally  ride  away. 

After  burgers  in  Montpelier,  Idaho, 
the  Capitalist  Tools  climb  over  Salt 
River  Pass  and  cruise  through  the 
warm  Wyoming  afternoon  to  Jackson. 
We  stop  in  Jackson  for  an  ice  cream 
break  and  to  give  our  European  and 
Eastern  Toolers  a  chance  to  load  up  on 
cowboy  boots  and  western  wear.  Wc 
ride  out  of  town  to  the  ranch  of 
Forbes'  ex-wife.  Mrs.  Forbes  feeds  us  a 
fabulous  leg-of-lamb  dinner.  The  new 
duds  get  pressed  into  service  when 
some  of  us  trade  in  our  two-wheeled 
steeds  for  the  four-legged  variety  and 
ride  along  the  Snake  River  before  din- 
ner. Then  wc  are  off  to  town  to  take  in 
a  screening  of  The  Living  Daylights, 
filmed  in  part  at  Forbes'  Palais  Men- 
doub  in  Morocco.  Riding  home  just 
before  midnight,  we  are  reminded  of 
the  unencumbered  nature  of  motorcy- 
cles. We  can  just  lift  our  eyes  and  see 
the  millions  of  stars  run- 
ning from  one  side  of  the 
valley  to  the  other.  De- 
spite the  cold,  it  is  hard  to 
drag  ourselves  inside. 

The  fourth  day's  leg 
brings  the  breathtaking 
vistas  of  Grand  Teton  and 
Yellowstone  national 
parks  [n  the  process,  we 
discos  t  i  that  it  is  easier  to 
a  motorcy- 
cle than  in  a  motor  home. 
Mot- 

cr  on  the  roads 

in  Yellowstone 
fcred  from  the  heavy  mo- 
tor home  traiti     and  are 
increasingly   rough     1  rat 


fie  is  heavy,  and  even  the  quick-pass- 
ing motorcycles  spend  a  lot  of  time 
behind  lumbering  trailers. 

Forbes  likes  to  keep  moving,  and 
the  congested  park  roads  and  sight- 
seeing drivers  eventually  prompt  him 
to  remark:  "The  most  beautiful  sight 
of  all  is  a  road  with  no  traffic  in  front 
of  you." 

The  rest  of  us  would  readily  debate 
that  when  we  arrive  at  the  evening's 
destination,  Forbes'  Mountain  House 
near  Gardiner,  Mont.  After  a  25-min- 
ute  Jeep  ride  up  a  dirt  access  road,  we 
find  ourselves  literally  on  top  of  the 
world.  From  this  house  hanging  on 
the  edge  of  a  mountain  top,  you  can 
see  perhaps  50  miles  up  the  Yellow- 
stone Valley,  and  there  is  no  doubt 
that  the  nearest  civilization  is  a  long 
way  away.  As  if  to  confirm  that,  Ry- 
land  warns  us  about  bears.  "There  are 
grizzlies  up  here.  If  you  see  a  bear, 


Mrs  Roberta  Forbes'  ranch  <u  the  Grand  Tetons 
ares  horses,  not  hyped  horsepower 


make  lots  of  noise  and  walk — don'i: 
run — in  the  opposite  direction."  Enrol: 
a  game  biologist  before  he  hired  on  td 
run  Forbes'  Trinchera  Ranch,  isn't) 
smiling  when  he  says  this. 

Errol  has  also  been  warning  us  foi. 
three  days  that  we  are  going  to  have  tci 
eat  his  cooking  this  evening  and  rei 
calling  how  everyone  got  sick  the  lad 
time  he  cooked.  After  all  that  build1 
up,  the  simple  meal  of  steaks  and  con. 
grilled  on  a  fire  and  accompanying 
salad  turns  out  to  be  excellent  and 
free  of  aftershocks. 

The  next  day  we  ride  down  the) 
mountainside  in  the  four-wheel-drivel 
vehicles  again.  The  motorcycles  werd 
not  ridden  up  because  stretches  of  tha 
road  become  slick  slides  if  it  had 
rained.  A  herd  of  antelope  watches 
our  passage  with  little  interest. 

Back  on  the  bikes,  we  dip  bad 
down  through  northern  Yellowstoni 
and  turn  east,  fightinj 
somewhat  lighter  traffie 
but  more  bison  on  oui 
way  through  the  pari 
Stopping  for  gas  am 
snacks,  we  meet  anoth 
group  of  Sturgis-bo 
motorcyclists,  who  are 
lighted  to  meet  the  Capi 
talist  Tools'  leader  and  ex 
press  eagerness  to  see  the 
huge  balloon  in  the  shape 
of  a  Harley-Davidson  bike, 
that  he  plans  to  take  alofl 
at  the  rally. 

The  day's  ride  to  Bill 
ings  is  a  short  one.  After  ? 
shower  and  change  o: 
duds,  Chairman  Malcolm 
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q   Davis,    Christophe 
ie  and  myself  climb  on 

Forbes  Boeing  727  for 

flight  to  Colorado 
jugs.  There  Forbes  ad- 
|;ses  a  reunion  of  his 
I  rid  War  II  outfit,  the 
j  i  "Railsplitters"  Divi- 
li,  with  which  he 
I'ed  as  a  sergeant  in  a 
vy-weapons  company. 

was  wounded  in  the 
j  ;h  by  a  German  patrol 
13  had  found  the  same 
!  in  the  American  lines 
t  Forbes  had  just  dis- 
ered. 

lorbes  talks  about  "a 
:  of  our  life  that  will 
ler  cease  to  be  conse- 
jntial  to  those  who  lived  it,"  about 
iig  in  your  sixties  in  the  1980s, 
ut  capitalism  as  freedom  and 
lut  how  the  world  has  changed  be- 
se  of  the  commitment  and  sacri- 
I  of  those  present  in  WWII.  "The 
be  of  freedom,"  MSF  tells  his  audi- 
[  e  of  about  800,  "is  the  capability  to 
fend  it.  We  must  be  capable  of  de- 
i  ting  force.  While  we  will  slow  the 
|mic  arms  race,  never  forget  that 
mic  weapons  are  the  Free  World's 
eld.  We  make  a  lot  of  mistakes,  but 

in  motivation.  Being  capable  of 
ending  ourselves  is  the  best  guar- 
lee  that  they  will  never  have  to 
ive  the  84th." 
Reflecting   on    the    shape   of   the 


An  Fnedman/.Wo/orQc/af 


world  four  and  a  half  decades  after 
they  landed  in  France,  Forbes  ob- 
serves: "Our  most  mortal  enemies  of 
World  War  II  are  now  our  allies.  The 
front  line  of  the  Free  World  is  Ger- 


.^-v'- 


At  the  mountain  cabin,  an  uns?niling 
warning  to  beware  of  the  bears 


many.  .  .  .  The  sole  reason 
that  the  Soviet  Union  is  a 
superpower  is  that  the  bulk 
of  its  resources  is  devoted 
to  military  projects.  The 
reason  that  the  Russians 
are  now  at  the  peace  table  is 
their  economy.  The  high- 
tech  age  has  improved  life 
in  the  West.  This  country's 
standard  of  living  has  never 
been  higher.  The  Soviet 
Union's  has  been  steadi- 
ly declining.  So  has  the 
average  Russian's  life 
span.  Communism 

doesn't  work.  They  can't 
afford  to  keep  pouring  all 
major  resources  into  the 
military." 
About  the  advancing  years  of  the 
group,  Forbes  comments,  "There  are 
so  many  illusions  about  old  age  by 
those  who  haven't  lived  long  enough 
yet  to  enjoy  it."  Then,  as  if  to  punc- 
tuate this  remark,  he  hops  on  his  jet 
to  return  to  Billings  and  his  motorcy- 
cle trip. 

From  Billings  we  head  southeast  on 
Interstate  90.  With  the  higher  speed 
limits,  riding  or  driving  on  the  super- 
highways has  become  much  more 
pleasant.  At  55mph,  it  was  tough  just 
staying  awake  between  cities,  and  ad- 
herence to  the  limit  was  rare.  After 
seeing  almost  universal  disregard  for 
the  55mph  limit,  I  am  somewhat  sur- 
prised that  so  many  people  are  com- 


7r  Frenchman  Christophe  50  miles  of  Yellowstone  Valley  isn  't  like  Normandy 
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plying  with  the  65mph 
limit  out  here  in  the  wide 
open  spaces.  On  a  big 
touring  motorcycle  like 
the  ones  we  are  riding,  the 
extra  lOmph  creates  a 
much  more  pleasant  pace; 
the  engines  are  working  at 
a  more  comfortable  speed, 
and  the  feel  of  the  wind 
and  rhythm  of  the  road 
give  the  impression  that 
you  actually  are  moving 
across  the  planet,  not  just 
dawdling. 

We  stop  at  the  Custer 
Battlefield  National  Mon- 
ument, which  is  still  a 
monument  primarily  to 
the  losers  of  the  engage- 
ment. The  Sioux  and  their  allies  still 
get  second  billing,  even  though  histo- 
ry takes  the  side  of  the  Indians  moral- 
ly and  strategically. 

During  the  afternoon,  we  trade 
mounts,  so  that  everyone  can  com- 
pare the  Harley  Tour  Glides,  Honda 
Gold  Wings,  Yamaha  Ventures  and 
Kawasaki  1300  Voyager.  Everybody 
has  a  favorite.  The  Yamahas  have  the 
best  ride  and  most  responsive  en- 
gines. The  Hondas  are  smooth  and 
superbly  detailed.  The  Harleys  are  the 
most  comfortable  and  have  a  special 


We  Sioux  still  get  second  billing 


I  charisma.  The  big  Kav  - 
saki,  with  the  only  s  u 
cylinder  engine  in  t 
group,  wins  no  fans.  E 
spite  a  comfortable  ridi 
position  and  smooth  ( 
gine,  it  is  too  heavy,  un 
sponsive  and  plagued  wi 
the  most  engine  heat. 

From  the  evening's  st 
in  Gillette,  we  ride  a  fi 
miles  east  to  meet  Raj 
City    Common    Coun 
President    Guy   Edwar 
Aboard  his  own  Harli 
Edwards  leads  us  on  sof 
of  the  most  scenic  ricj 
through  the  Black  Hil 
which  are  now  swarmi 
with   motorcyclists.   C 
first  stop  is  the  Crazy  Horse  Memo! 
al,    the  legacy  of  sculptor  Korczj 
Ziolkowski.  In  1948,  at  age  40. a] 
with  only  $  1 74  to  his  name,  the  scuj 
tor  began  a  work  that,  when  compl >\ 
ed,  will  rival  Mount  Rushmore  I 
size.  Operating  entirely  without  gd 
ernment  funds,  the  project  has  thl 
far  removed  over  8  million  tons 
rock    in    shaping    the    563-foot-hi* 
mountain  carving  in  the  round  of  C 
zy  Horse,  who  was  selected  by  loci 
Sioux  Indians  as  the  most  fitting  si] 
ject.  The  project  has  established  a  rrl 


lm  and  visitors'  center  on  the 
Hinds  and  plans  to  include  a  uni- 
rsity  and  medical  training  center  in 
;  future.  Ziolkowski's  wife  and 
ildren  have  overseen  the  project 
ice  his  death  in  1982.  Funds  are 
ficult  to  come  by,  and  progress 
pears  slow  because  the  memorial  is 
ge  and  weather  limits  the  work 
ison  to  about  seven  months  per 
ar.  We  heard  one  visitor  wonder  if 
would  ever  get  done,  but  the  same 
itiments  must  have  been  voiced 
out  nearby  Mount  Rushmore,  our 
xt  stop. 
Television  crews  await 

at  Mount  Rushmore. 
le  Sturgis  Motorcycle 
assic,  attracting  50,000 
60,000  motorcyclists,  is 

important  local  event, 
rbes'  arrival  and  the  bai- 
rn flight  are  to  be  the 
flights  of  the  rally, 
rbes  tells  the  television 
Dorters  about  the  "free- 
m  and  privacy"  of  mo- 
rcycling  and  the  close- 
ss  to  the  world  you  are 
ssing  through. 
"In  a  car,  you  might  as 
;11  be  mailing  yourself 
me  where,"  he  says, 
ill  the  senses  you  don't 
e  in  a  car  are  involved 
i  a  motorcycle.  It  really 
a  freedom  machine.  Cy- 
\i  critics  usually  speak 
!>m  ignorance.  They've 
|:ver  tried  it." 
Although  the  Rapid 
ty-Sturgis  area  was  our 
stination  and  the  site  of 
e  rally,  it  was  also  the 
sd  of  the  ride.  Thanks  to 
Iwards,  our  last  hour  or 

together  was  on  pretty, 
inding,  little-used  back 
ads  away  from  the 
owds  and  traffic.  The 
y  of  riding  and  the  spe- 
al  camaraderie  of  motor- 
clists  on  the  open  road 
as  behind  us  now.  When 
m  go  on  two  wheels,  it  is 
e  trip  and  not  the  desti- 
ition  that  counts. 
You  can  quickly  forget 
mr  arrival  blues  in  the 
owds  and  rumble  of  mo- 
rcycle  week  in  Sturgis. 
'ery  inch  of  main  street 
lined  with  motorcycles 
irked  handlebar  to  han- 
ebar  at  the  curb  and 
)wn  the  center  of  the 
reet.  Cars  are  banished, 
rots  and  black  leather 
:come    standard    dress, 


Glen  Davis 
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"I  could  be  jailed  for 
defacing  the  currency" 

"All  good  Moslems  go  to  Mecca  and  all 
good  cyclists  come  to  Sturgis" 


Gan  DaanefAlUson  Publishing 
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A  roar  of  approval  drowns  out  the  rumble  o 

(engines 

even  for  those  more  accustomed  to 
three-piece  suits.  T  shirts  and  pins 
proclaim  brand  loyalty  or  participa- 
tion in  rallies  from  coast  to  coast. 
Businesses  gear  up  to  sell  motorcycle 
apparel  and  parts  or  feed  the  hungry 
riders.  Motorcyclists  squat  at  the  curb 
next  to  shiny  Harleys  debating  the 
merits  of  this  wheel  design  or  that 
clutch  cover.  And  everywhere  is  the 
throb  of  big  motorcycle  engines, 
mostly  Harley-Davidsons,  as  rally-go- 
ers parade  their  customized  hardware. 
Riders  are  people  of  both  sexes  and 
"irM"pl"-,Addc  every  age  from  16  to  106. 
To  the  uninitiated, 
trained  by  late-night  B 
movies,  it  might  appear  to 
be  the  overture  to  some 
massive  riot,  but  the 
thousands  of  bikers  are 
enjoying  themselves  and 
the  scene.  Dozens  of  po- 
lice on  hand  are  relaxed, 
laughing  with  the  motor- 
cyclists. 

The  Capitalist  Tools 
stand  on  a  central  street 
corner  watching  the  end- 
less parade  of  people  and 
heavy  metal  and  answer- 
ing the  constant  questions 
about  when  the  balloon 
will  fly.  "When  the  wind 
dies,"  we  tell  them.  After 
a  couple  of  hours,  though, 
we  begin  to  wonder  if  it  is 
going  to  die.  The  huge 
Harley  balloon  is  nearly 
200  feet  long  and  simply 
isn't  manageable  in  a 
wind. 

By  8  p.m.  we  have  al- 
most decided  that  it  won't 
happen  tonight.  Then  20 
minutes  later,  one  of  the 
balloon  crew  arrives. 
They  have  found  a  suit- 
able launch  site  protected 
from  the  wind.  The  bal- 
loon is  inflated.  We  hop 
on  the  bikes  and  ride  to 
the  edge  of  town,  where 
the  huge  hot-air  balloon  is 
tethered.  Forbes  leaps  off 
one  Harley  and  into  the 
basket  of  another.  The 
balloon  rises  into  the  sun- 
set-painted sky  on  its  first 
free  flight  in  America.  A 
slight  breeze  catches  it, 
blowing  it  directly  over 
and  along  main  street.  Be- 
low, tens  of  thousands  of 
motorcyclists  raise  their 
voices  in  a  roar  of  approv- 
al that,  for  a  minute, 
drowns  out  the  rumble  of 
engines.  ■ 
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].  Peter  Grace 


Chairman  &  CEO,  WR.  Grace  &  Co.. 
Insight  reader 


\ 


:, 
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Among  Insight  readers,  uncommon g; 
people  are  commonplace. 

Some,  like  Peter  Grace,  run  multi-  P 
billion  dollar  corporations.  Others  jE 
influence  national  policy.  Thev  all  mal^ 
weighty  decisions  and  have  the  mean*: 
to  carry  them  out. 

According  to  a  Simmons  survey,  u 
Insight  reaches  the  highest  concentra-  - 
tion  of  affluent  readers  of  any  national  £ 
newsweekly. 

And  it  doesn't  get  lost  in  the  in-tx 
gets  read.  Circulation  is  over  a  million..' 
And  readership  is  nearly  four  times  tha  - 
high. 

Peter  Grace  says  this  about  Insight:  •- 

"The  news  is  hardhitting.  It's  truthful '" 
It's  not  baloney.  I  read  it  regularly  even£ 
time  it  comes  in,  right  off  the  bat." 

If  you  want  uncommon  results  from(_ 
your  advertising,  ask  your  agency  abotL 
Insight.  Or,  if  you're  with  an  agency,  L- 
call  us. 

In  New  York,  our  representative  is  Jan 
Mandable  at  212/599-1730.  In  ChicagA 
call  Dick  Weithas  at  312/346-8810.  Infc 
Detroit,  call  )on  Stitle  at  313/651-2770.1 
In  Los  Angeles,  call  Bill  Bauer  at 
213/820-1550.  And  in  Washington,  D.Cf 
call  Tim  Hutchens  at  202/636-8870. 


Talk  to  the  [ 
powers  that  be 


The  common  mar 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Wilshire  5000  equity  index1 

The  total  price  of  all  stocks  (or 
which  daily  quotations  are 
available,  weighted  by  market  value. 


Dow  Jones 
industrial  average 

The  total  price  of  30 
blue-chip  industrial  stocks,  - 
adjusted  to  reflect  splits. 
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jis  of  healing.  The  Dow  industrials  closed  over  the  2000 
jk  in  six  successive  sessions  during  the  two-week 
iod  covered  by  this  report.  And  they  ended  the  month 
February  at  a  new  high  since  the  crash.  As  of  Feb.  26, 
:  recovering  Dow  showed  a  loss  of  9.7%  for  the  previous 
weeks,  while  the  Nasdaq  was  off  14.5%  and  the  Amex 
6%.  During  the  last  four  weeks  secondary  issues  out- 
•formed  blue  chips.  For  the  same  period  the  Dow  was  up 
%  and  the  NYSE  2.5%,  while  the  Amex  gained  5.7% 


and  the  Nasdaq  5.4%.  The  yardsticks  below  show  that 
investors  were  taking  more  chances.  For  example,  over 
the  last  four  weeks  high-volatility  stocks  rose  7.1%,  while 
low-volatility  shares  gained  2.1%.  And  high-P/E  stocks 
increased  7.9%,  vs.  4.2%  for  low-P/E  issues. 

The  Wilshire  P/E  is  now  up  to  16.9,  matching  the 
postcrash  mark  reached  early  in  November.  The  precrash 
P/E  peaked  at  23  in  August.  Since  that  euphoric  point, 
earnings  are  up  slightly,  prices  down  considerably. 


Closeup  On  the  Equity  Markets 


Performance  of  six  leading  indexes 

ercent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

i  last  4  weeks 

2.9 

1.7 

3.3 

2.5 

5.7 

5.4 

l  last  52  weeks 

-9.7 

-8.7 

-9.0 

-8.8 

-11.6 

-14.5 

Stock  performance  based  on  six  key  investor  yardsticks 

ercent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

l  last  4  weeks 

4.3 

6.5 

7.1 

2.1 

7.9 

4.2 

2.3 

7.9 

7.8 

4.1 

5.7 

7.7 

a  last  52  weeks 

-5.8 

9.0 

11.4 

4.1 

-10.4 

-8.8 

-5.1 

18.1 

13.2 

-1.2 

-3.3 

9.1 

lshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was 
itock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.   A  quantitat 
*th  image,  determined  by  Wilshire  Associates. 

created.  JBased  on  sales, 
ve  evaluation  of  a  stock's 

■te:  All  data  for  periods  ending  2/26/88.  Prepared  by  Wilshire  , 
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Where  the  Action  Is 


Raw  materials  and  technology  led  the  market  over  the  last 
two  weeks  with  gains  in  excess  of  4% .  USG  Corp.,  which 
makes  gypsum  wallboard,  and  AFG  Industries,  a  flat-glass 
manufacturer,  rose  more  than  27%.  The  former  is  the 
subject  of  a  buyout  offer  from  Desert  Partners,  which  is 
controlled  by  Cyril  Wagner  Jr.  and  Jack  E.  Brown.  AFG  is 
the  subject  of  a  buyout  offer  from  its  chief  executive,  R.D. 


Hubbard,  who  once  worked  with  Wagner  and  Brown  on 
takeover  offer  for  Lear  Siegler. 

Advanced  Micro  Devices,  Measurex,  Sundstrand  an 
Tandem  Computers  led  technology  with  double-dig  } 
gains.  The  only  sector  to  lose  ground  was  utilities,  whiciic 
fell  0.7%.  Public  Service  Co.  of  New  Mexico  fell  16%  ;' 
the  company  reported  sharply  lower  fiscal  earnings. 


/\S  Percent  change  in  last  52  weeks   "O  -O-  Percent  change  in  last  2  weeks 
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What  the  Analysts  Think 


Third  thoughts.  Alter  the  crash,  security  analysts  slashed 
1988  earnings  estimates.  Now  the  experts  are  changing 
their  minds  again.  In  the  last  two  weeks  estimates  were 


raised  for  four  sectors.  Most  favored  is  raw  materials  wil 
International  Minerals  &.  Chemical,  Texas  Industries  ac 
Phelps  Dodge  showing  the  largest  estimate  increases. 


Forecasting  the  l 

Forbes  Sales  500 

Performance 
period 

Average 
earnings  per 

share          P/E 

'  mouths 

>        es 

$2.41          15.9 
3.54          10.8 
3.92          10.0 

Rank  based  on 
change  in  estimate               Sector 

Estimated  1988 
EPS             P/E 

%  change  in  1988  est* 
in  2  weeks       in  4  wee 

1                        Raw  materials 

$2.90 

11.4 

0.76% 

1.47* 

2                         Consumer  durables 

3.82 

12.7 

0.41 

0.51 

3                         Energy 

2.96 

12.7 

0.34 

-CM 

4                        Capital  goods 

2.55 

14.5 

0.25 

0.1S 

5                         Utilities 

3.04 

9.9 

-0.09 

-0.1S* 

6                         Consumer  nondurables 

2.56 

13.0 

-0.13 

-0.24 

Technology 

2.91 

11.7 

-0.28 

-1.02 

8                         Finance 

3.57 

7.6 

-1.00 

-1.41 

9                             Transportation 

2.49 

12.0 

-1.31 

-1.91 

Faming!  itj  m-wcighted  WTWIttmiM  wuiuio  (torn  over  2,000  security  analysis  Data  are  compiled  and  updated  continually  by  the  Institutional  Bl 

Bstimaa  Syt  f  I  nuh.  Inner,  ft  Rvan.  a  New  York-based  brokerage  firm 
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MERGERS 
AND  ACQUISITIONS 


>rbes'  Ongoing  Coverage  of 
&A  Activity  Continues  In  This 
jecial  Advertising  Section 

ue  Date:  May  30,  1988  •  Ad  Closing:  April  4,  1988 

fgers  and  Acquisitions  continued  at  a  brisk 
ce  for  the  first  1 0Vfe  months  of  1 987,  far 
passing  the  number  of  completed  merger 
nsactions  of  a  year  earlier.  It  was  turning  out  to 
another  excellent  year.  Then  came  the 
Drecedented  508  point  plunge  in  the  DJIA  on 
tober  19th  and  the  mergers  and  acquisitions 
rid  turned  topsy  turvy.  Forbes  will  examine  the 
nifications  the  new  M&A  market  in  a  special 
^/ertising  supplement  scheduled  for  May  30, 
38.  The  section,  which  will  be  written  by  Laurie 
ijsler,  author  of  five  previous  Forbes  M&A 
Dplements,  will  review: 


■  The  impact  of  the  recent  extreme  stock  market 
fluctuations  on  M&As. 

■  The  industries  that  are  playing  the  most  active 
roles. 

■  The  most  popular  defense  strategies. 

■  The  outlook  for  international  transactions. 

■  A  forecast  of  M&A  activity  for  the  rest  of  1 988. 

Advertisers  in  the  Forbes  Mergers  & 
Acquisitions  supplement  will  receive  valuable 
benefits  in  addition  to  surrounding  their 
messages  with  this  positive  and  supportive  text. 
Supplement  reprints  will  be  supplied  to  all 
advertisers  and  mailed  to  important  financial 
contacts.  Participants  will  also  be  listed  on  a 
reader  response  card  to  facilitate  inquiries. 

Promote  your  company's  M&A  pursuits  with 
Forbes'  Mergers  &  Acquisitions  special 
advertising  supplement.  For  reservations  and 
information,  contact  your  Forbes  representative  or 
call  Arnold  J.  Prives  at  (212)  620-2224. 


Forbes 

Capitalist  Tool 

■"■  Forbes  Magdzme-60  Fifth  Ave    N  Y .  N  Y  100ti 


The  Funds 


Jr 


Stir  in  Treasurysfor  nourishment,  junk  for 
spice  and  foreign  bonds  for  crunch.  Voild, 
the  latest  flavor  in  closed-end  funds.  But  it 
may  be  difficult  to  digest. 

Strawberry 

chocolate 
tutti  frutti 


By  Richard  Phalon 


It's  riskier,  but  hold  it  for  a  year 
and  you'll  get  12%— maybe  15% 
to  17%,  if  we 're  lucky " 

That's  a  Shearson  Lehman  Hutton 
broker  speaking,  trying  to  coax  a  cli- 
ent into  buying  Wall  Street's  latest 
flavor  in  closed-end  funds, 
the     high-income     triple 
bond  hybrid. 

The  pitch  is  straight  out 
of  an  old  Howard  Johnson 
merchandising  manual. 
U.S.  Treasury  bond  funds, 
international  bond  funds 
and  junk  bond  funds  have 
all  sold  well.  Why  not  up- 
grade the  plain  vanilla  of 
each  into  one  super-duper 
combination,  such  as  the 
Putnam  Premier  Income 
Trust  the  Shearson  broker 
is  talking  up? 

The  pitch  promises  far 
too  much  for  this  untried 
blend  of  U.S.,  foreign  gov- 
ernment and  junk  bond 
debt.  But  it  symbolizes 
the  marketing  effort  that 
has  helped  the  Boston- 
based  Putnam  Manage- 
ment Co.  in  less  than  16 
post  Black  Monday  weeks  I 
to  i:  no  $6.3  billion 

wor        I  shares  in  its  two 
drid^  icome  and 

nam  Ma  Trust. 

Thi  Icntial-Bache  in 

February  I  ion  of  a  simi- 

lar closed  -end  ippenheimer 

Management  has  ui  .  vith  the  SEC 
for  10  million  shares  of  a  seven-sector 
closed-end  bom      ind.  All  this  when 


open-end  fund  managers  are  contem- 
plating layoffs  for  want  of  new  cus- 
tomers. What's  going  on? 

The  driving  force  is  a  hunger  for 
yield  carrying  at  least  a  tincture  of 
safety — the  product  of  lingering  dis- 
trust in  stocks  and  declining  interest 
rates.  With  ten-year  Treasurys  bump- 


new  hy- 
the  Put- 


mg  along  at  about  8.5%  and  Ginnie 
Maes  at  around  9.5%,  the  11.5%  to 
12.5%  (and  more)  brokers  have  been 
holding  out  to  investors  in  the  hybrids 
proved  to  be  more  toothsome  than 
even  Putnam  anticipated. 

It's  quite  a  mix,  one  that  fund  veter- 
an Michael  Lipper  of  Lipper  Analyti- 
cal Services  says  he  has  never  seen 
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before.  The  thesis  is  that  all  three 
sectors — junk,  T  bonds  and  foreign— . 
move  somewhat  independently  of  one 
another.  Smart  management  can  con- 
vert those  moves  into  higher  yields  by 
responding  with  quick  changes  in  as- 
set mix. 

Astute  investors  may  perceive  that 
the  concept  of  asset  allocation  has 
been  borrowed  from  stock  funds.  Re- 
member Liberty  All-Star  Equitylili 
Fund,  a  closed-end  offering  of  a  little  . 
more  than  a  year  ago?  It  was  going  to 
combine  the  brilliance  of  five  well- 
known  stock  pickers.  They  have  been 
underperforming  the  market,  and  the 
fund  trades  at  a  19%  discount  to  its 
net  assets.  It's  off  32%  from  its  offer- 
ing price. 

Theory,  at  any  rate,  may  be  no 
match  for  a  real  world  bristling  with 
imponderables  that  are  not  always 
easy  to  capture  in  a  jar.  International 
bond  funds  looked  good  last  year  be- m 
cause  of  the  way  the  dollar  sanki\ 
against  other  major  currencies.  But 
will  the  trend  continue?  Junk  bond 
funds  have  so  far  managed  to  escape 
with  only  minor  damage  from  hap- 
johns^ai  penings  like  Public  Ser- 
vice Co.  of  New  Hamp- 
shire's collapse  into 
Chapter  11. 

Is  this  a  good  time  to  be 
buying  junk?  Drexel 
Burnham  Lambert,  the 
leading  marketmaker  in 
"high  yields,"  warasf- 
there  is  "no  assurance" 
that  prices  won't  be  hurt 
by  continuing  federal  in- 
vestigations of  its  activi- 
ties. The  current  crop  of 
junk  issuers,  moreover, 
hasn't  been  put  to  the  test 
in  a  recession. 

Yes,  yes,  there  are  risks, 
the  Shearson  broker  con- 
cedes, but  they  are  mini- 
mal in  terms  of  what  you 
get  back.  Diversification, 
hedging  and  general  man- 
agement smarts  will  carry 
the  day.  Maybe.  But  if  in- 
terest rates  climb,  it  is 
likely  that  prices  in  all 
three  sectors  will  fall.  And  in  a  period 
of  flat  or  falling  rates,  management 
will  have  to  work  smartly  indeed  to 
squeeze  high  returns  through  the 
costs  investors  are  facing. 

Both  Putnam  funds,  for  example, 
were  brought  out  with  underwriting 
fees  of  just  under  70  cents  on  a  $1C 
share.  This  meant  that  investors  paid 
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Birn  yroir  IRA  nest  egg 
into  choice  cuts. 

Cash  Reserves 

Money  market  yields,  preservation  of  capital. 

International 
Growth  Fund 

Growth.  Invests  in  carefully 
selected  foreign  equities. 


Ianaged  Bonds 

igh  income, 
'otection  of  capital. 


igh- Yield  Bonds 

igher  income,  greater  risk 


Stock  Fund 

Growth.  Focuses  on  stocks 
with  strong  growth  potential. 


Prime  Equities 

Growth.  Invests  in  large,  well  established  corporations. 


What,  carve  up  your  nest  egg?  Well,  it  could  be 
best  way  to  get  the  most  out  of  your  existing 
V  investments. 

Switching  your  IRA  to  one  or  more  SteinRoe 
tual  Funds  is  simple.  And  smart. 

We  can  help  you  tailor  an  IRA  plan  for  your 
cific  needs.  With  a  large  family  of  funds  to 
ose  from,  SteinRoe  can  help  develop  your  nest 
for  growth.  For  current  income.  Or  for  a 
ibination  of  both. 

Our  knowledgeable  SteinRoe  representatives 

I  explain  the  simple  IRA  forms.  And  of  course, 

II  handle  all  of  the  details  for  you.  Since  all 
mr  funds  are  100%  no-load,  there's  never  a 

;s  charge.  So  all  your  money  goes  to  work  for 
r  retirement. 

It's  the  kind  of  service  you  can  expect  from 
inRoe.  We've  been  managing  mutual  funds 
:e  1949.  With  $3  billion  in  mutual  funds  under 
aagement,  we  know  the  value  of  your  IRA  nest 
,  And  we  want  to  help  you  make  the  most  of  it. 


So  for  more  information  on  some  very  smart, 
very  easy  IRA  choices,  give  us  a  call  24  hours  a  day 
at  1-800-338-2550  or  send  in  this  coupon. 


r 


Please  send  me  more  complete  information  on  the  following 

funds  for  my  IRA,  including  management  fees  and 

expenses.  I  will  read  the  prospectus(es)  carefully  before 

I  invest  or  send  money. 

□  IRA  Transfer  Kit  □  IRA  Rollover  Kit 

□  Cash  Reserves  □  Prime  Equities 

□  Managed  Bonds  □  Stock  Fund 

□  High-Yield  Bonds  □  International  Growth  Fund 

Name 

Street 

City 

State 


1 


Zip. 


Daytime  Phone  (. 


-)- 


SteinRoe  Mutual  Funds  •  RO.  Box  1143 
Chicago,  IL  60690  •  1-800-338-2550 

S0S88067IRA 
L __J 

all  SteinRoe 
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is  and  prices  will  fluctuate  with  changing  interest  rate  levels,  portfolio 
ity  and  market  conditions. 


TUAL.      FUNDS 

1-800-338-2550 


7.5%  more  than  the  assets  they  were 
getting,  a  surcharge  that  will  proba- 
bly erase  more  than  half  of  the  first 
year's  $1.10  dividend  as  declared  on 
the  portfolio 

Management  fees  on  the  funds,  at 
%  of  assets  annually,  are  higher 
than  most.  With  portfolio  turnover 
expected  to  run  at  a  whacking  200%  to 
400%,  transaction  costs  (commissions 
and  bid-ask  spreads)  are  going  to  chew 
up  a  good  chunk  of  the  total  return. 
Prudential  estimates  costs  on  the  Stra- 
tegic Income  Fund  at  about  1.68%  of 
assets  annually — and  that  doesn't  even 
include  transaction  costs.  It  says  over- 
head will  be  higher  if  it  takes  a  big 
position  in  foreign  governments. 

There  is,  however,  no  need  to  pay  a 
surcharge  to  buy  into  closed-end  as- 


sets. "It's  like  walking  into  Tiffany's 
and  paying  the  retail  price  at  a  big 
markup  when  you  should  be  going 
into  a  discount  store  and  buying 
cheap,"  says  Thomas  Herzfeld,  a  Mi- 
ami investment  manager  who  special- 
izes in  closed-end  funds.  Herzfeld's 
point:  Most  closed-ends  go  to  a  dis- 
count within  months  of  the  under- 
writing date,  so  why  would  one  buy 
on  the  initial  offer? 

Investors  who  like  the  three-sector 
concept  can  cheaply  put  together  a 
portfolio  of  their  own  by  cherry-pick- 
ing older  funds  that  have  already  gone 
to  a  discount.  INA  Investment  Securi- 
ties, for  example,  was  at  last  report 
50%  in  corporate  and  foreign  bonds, 
34%  in  U.S.  governments  and  16%  in 
cash.   It's   trading  at  a   discount  of 


about  6% .  The  USLife  Income  Fund" 
heavily  in  junk,  is  at  a  discount  of' 
around  5%.  Prudential's  Global  Yielc' 
Fund,  97.4%  in  foreign  governments^ 
is  selling  at  a  4%  discount. 

The  discounts,  concedes  Herzfeld 
"are  not  great,"  but  they  certainly _' 
beat    paying    a    premium.    Anothe" 
knockoff  of  the  hybrids— possibly  bet 
ter  for  anyone  who  may  have  to  sel^ 
within  a  few  years — would  be  a  do-it  ^ 
yourself  mix  of  no-load  funds.  What  i:1* 
the  proper  mix?  Prudential's  Strategii1 
Income  is  talking  in  terms  of  a  35%  r 
45% -20%   blend  of  Treasurys,  junli 
and  foreign  governments,  plus  or  mi-7 
nus  1 0% .  There  is  clearly  enough  lati  ; 
tude  in  the  formula  for  private-labe  " 
investors  to  come  up  with  a  blend  0"" 
their  own.  ■ 


Statistical  Spotlight 


Thousands  of  stocks  continued  to  self-de- 
struct after  the  October  crash.  Here  are 
some  potential  salvage  cases. 

Searching 
the  wreckage 


By  Steve  Kichen 
and  Steven  Ramos 


any  an  investor  is  mourn- 
ing the  lost  opportunities 
that  came  and  went  the 
week  of  Oct.  19.  A  well-timed  pur- 
chase of  Stanadync,  American  Stan- 
dard or  E.F.  Hutton  would  have  result- 
ed in  a  double  by  now.  But  opportuni- 
ty is  still  knocking  on  some  other 
stocks  Notwithstanding  the  16%  re- 
covery in  the  Dow,  at  least  half  of  the 
listed  stocks  are  lower  than  they  were 
at  the  end  of  Meltdown  Monday.  In- 
deed some  have  fallen  more  since  the 
crash  than  in  it.  Among  them  are 
qua,  I  ir  which  the  decline  can- 

not be  h    tilu  d  by  an  expected  earn- 
ar. 
who  likes  what  he 
sees  is  Si  publisher  of  Jer- 

sey City-bas  d  Digest  "If  you 

have  a  stock  wh  ative  P/E  has 

gone  down.  can't  find  a 

reason  for  th<u    then     .1;  have  a  real 


buy,"  says  Leeb.  "I  wouldn't  call  it  a 
negative  just  because  the  stock  has 
lagged  the  market." 

Our  quest  for  interesting  losers 
took  us  to  the  database  at  Wilshire 
Associates.  We  screened  more  than 
5,000  issues  for  stocks  that  were  off 
10%  or  more  since  Oct.  19.  We  elimi- 
nated the  most  speculative  of  the 
group  by  setting  a  minimum  $25  mil- 


1 


( lus  H  Madcman 


lion  for  market  capitalization  and  $.'  h 
for    share    price.    Moneylosing    ant, 
high-P/E  stocks  were  also  discarded'' 
The  issues  sell  for  less  than  15  time.*- 
latest  12-month  earnings. 

Since  analyst  projections,  as  uncer 
tain   as    they   inevitably   are,    affec 
stock  prices,  we  also  looked  up  th< r 
consensus  1988  forecasts  for  our  lis  - 
of  companies.  These  estimates  comt,. 
courtesy  of  Lynch,    Jones   &   Ryan  h 
which  maintains  the  IBES  database  01 
more  than  3,000  domestic  corpora!" 
tions.  In  all,  18  of  the  following  stockf- 
sell  at  no  more  than  8  times  estimateti- 
1988  earnings,  or  slightly  less  thai;_ 
half  the  current  market  P/E. 

WTD  Industries,  for  example,  waiT 
recently  selling  for  9  times  latest  12|~ 
month  earnings  and  only  6  times  esti- 
mated 1988  profits.  Investors  nervoui  _ 
about  the  prospects  for  the  buildinj 
industry  have  driven  this  forest  prod'*1 
ucts  stock  down  57%  since  the  mar- 
ket peaked  on  Aug.  25. 

Our  list  has  six  retailers.  Here  Leel 
is  more  cautious:  "You're  looking  a 
the  hard,  cold  fact  that  retail  sale: 
have  been  flat  for  the  past  12  months"* 
yet  square  footage  has  been  increas  L 
ing."  Best  Buy,  ClothesTime  and  Pau 
Harris  Stores  sell  for  less  than  8  time: 
projected  1988  profits.  Several  appare 
firms  are  also  available  on  the  cheap 
Beeba's    Creations    has    a    projecteo . 
multiple  of  only  7.5.  Pannill  Knitting 
a  sweatshirt  company,  is  going  for  - 
times  the  $1.55  that  analysts  expec 
of  it  this  year.  One  reason  for  tht 
decline  in  the  stock  price  is  the  col 
lapse  of  a  leveraged  buyout  plan.  Jack . 
Pickler,  an  analyst  at  Wheat,  First  Se 
cunties  in  Richmond,   Va.,   reports 
"The  company  recently  announcet 
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y  expect  another  slow,  and  possi- 

unprofitable,  first  half."  Dirk  van 

k  of  IBES  reports  that  1988  esti- 

tes  have  been  trending  downward 

dy 

iargain  stocks  do  have  their  draw- 
ls. Oneok  is  off  53%  from  its  late 
rimer  price.  Potentially  heavy  li- 
lities  on  "take  or  pay"  contracts 
led  with  gas  well  owners  are  hurt- 
this  energy  company,  whose  main 
et  is  the  Oklahoma  Natural  Gas 
eline.  Oneok  agreed  to  purchase 


minimum  quantities  of  gas  at  a  set  fee 
and  to  pay  for  it  even  if  customers  at 
the  other  end  of  the  pipeline  didn't 
want  it.  The  potential  liability  is 
about  $20  a  share,  says  Value  Line, 
although  the  contracts  will  presum- 
ably be  settled  for  a  far  smaller  sum. 
First  Boston,  like  most  investment 
firms,  has  been  reeling  since  the 
crash.  Several  top  moneymakers  at 
this  firm  have  quit,  and  the  company 
recently  confessed  to  a  $50  million 
trading  loss  in  mortgage-backed  se- 


curities. No  great  surprise,  then,  that 
the  stock  sells  for  almost  half  what 
it  did  last  summer.  Analysts  expect 
little  improvement  over  First  Bos- 
ton's $3.12-a-share  1987  earnings. 
But  the  $24  share  price  is  slightly 
below  book  value. 

Another  interesting  situation  is 
Carter-Wallace,  off  62%  since  the 
crash.  This  New  York-based  company 
manufactures  Trojan  brand  condoms, 
which  have  more  than  a  50%  share  of 
a  growing  U.S.  market.  ■ 


At  the  bottom  of  the  charts 


The  crash  didn't  stop  on  Oct.  19  for  these  companies,    are  all  trading  well  below  their  August  prices  and  are 
Indeed,  some  of  them  are  still  hitting  new  lows.  They    fairly  cheap  in  relation  to  expected  1988  earnings. 


Market 


-Stock  price- 


:hange 

Company/business                                      1 

peak 

J/25/87 

Crash 
10/19/87 

recent 

— %  decline  from — 
mkt  peak       crash 

Latest  12  months 
EPS             P/E 

Estimated  1988 
EPS             P/E 

0 

ClothesTime/women's  apparel  stores 

19% 

8'/2 

57/8 

-70% 

-31% 

$0.56 

10.5 

$0.82 

7.2 

0 

Paul  Harris  Stores/women's  apparel  stores 

17% 

9M 

5% 

-68 

-38 

0.78 

7.4 

0.97 

5.9 

n 

Best  Buy/consumer  electronics  stores 

19'/8 

11 

7'/4 

-62 

-34 

0.60 

12.1 

1.06 

6.8 

n 

Carter-Wallace/ethical  drugs,  health  care 

96  Vi 

56 

36'/2 

-62 

-35 

2.45 

14.9 

2.88 

12.7 

0 

WTD  Inds/forest  prods 

26  Vi 

151/2 

1 1  '/2 

-57 

-26 

1.23 

9.3 

1.97 

5.8 

0 

Beeba's  Creations/women's  sportswear 

18'/4 

11% 

8i/s 

-55 

-31 

0.82 

9.9 

1.08 

7.5 

0 

Charming  Shoppes/women's  apparel  strs 

32'/i 

17'k 

14'/2 

-55 

-17 

0.98 

14.8 

1.09 

13.3 

0 

Reeves  Communications/Tv  programs 

13% 

8% 

6'/s 

-55 

-30 

0.41 

14.9 

1.15 

5.3 

n 

Pannill  Knitting/apparel 

13 

8% 

6 

-54 

-31 

1.12 

5.4 

1.55 

3.9 

0 

Deb  Shops/women's  apparel  stores 

19% 

12'/2 

9% 

-53 

-25 

0.83 

11.3 

0.96 

9.8 

n 

Oneok/natural  gas  distnb 

375/8 

25 

17'/2 

-53 

-30 

1.23 

14.2 

1.89 

9.3 

n 

Paine  Webber  Group/invest  bank  &  broker 

35 

21% 

16% 

-52 

-23 

2.68 

6.3 

1.51 

11.1 

0 

Adaptec/computer  products 

12% 

8% 

6'/4 

-51 

-29 

0.63 

9.9 

0.92 

6.8 

0 

Magna  International  A/auto  parts 

17 '/2 

107/8 

8'/8 

-51 

-21 

0.93 

9.2 

1.06 

8.1 

0 

MNX7  trucking 

18 

11  Vi 

8% 

-51 

-23 

0.92 

9.6 

1.26 

7.0 

n 

Std  Brands  Paint/retail  home  bldg  mtls 

30'/s 

17 1/2 

14% 

-51 

-16 

1.38 

10.7 

1.63 

9.0 

0 

Avantek/microwave  equip 

14% 

9% 

7Va 

-50 

-26 

0.62 

11.7 

0.52 

13.9 

0 

Cadmus  Communications/printing 

27 

17'/2 

13'/2 

-50 

-23 

1.05 

12.9 

1.03 

13.1 

0 

Highland  Superstores/electronics  strs 

15 

9% 

7'/2 

-50 

-23 

0.64 

11.7 

0.83 

9.0 

0 

Oshkosh  Truck  B/heavy-duty  trucks 

32 

21'/2 

16 

-50 

-26 

2.56 

6.3 

2.75 

5.8 

n 

Raymond  fames  Financial/sees  brokerage 

20 

14  W 

10 

-50 

-30 

1.22 

8.2 

0.95 

10.5 

n 

First  Boston/invest  banking  &  brokerage 

47  % 

33% 

24  % 

-49 

-28 

3.12 

7.8 

3.06 

7.9 

0 

V  Band/communication  equip 

36  Vi 

22 '/. 

18% 

-49 

-17 

1.40 

13.4 

2.00 

9.4 

a 

Western  Digital/computer  equip 

27% 

16'/8 

14'/. 

-49 

-12 

1.80 

7.9 

1.80 

7.9 

n 

Wickes  Cos/auto,  inds  &  home  prods 

20% 

12% 

10'A 

-A9 

-18 

2.60 

3.9 

1.27 

8.1 

n 

Monarch  Capital/insurance 

82 'A 

56% 

425/s 

-48 

-25 

5.23 

8.2 

6.04 

7.1 

n 

Jepson/consumer  &  indust  prods 

13 'A 

8% 

7 

-41 

-18 

1.03 

6.8 

1.15 

6.1 

0 

BancTec/document  processing  equip 

12% 

9 

6%' 

-46 

-24 

0.96 

7.2 

1.18 

5.8 

0 

Bonneville  Pacific/power  plant  operator 

13  Vis 

9'/4 

7V* 

-45 

-22 

1.12 

6.5 

1.20 

6.0 

0 

Cadnetix/ computer  equip 

14 

9% 

7% 

-45 

-21 

0.53 

14.6 

0.60 

12.9 

n 

Russ  Berrie/gift  items 

44'/. 

30% 

24  V* 

-45 

-21 

2.32 

10.5 

2.75 

8.8 

a 

American  Maize-Prods  A/food  processing 

25 '/2 

175/8 

14'/4 

-44 

-19 

2.17 

6.6 

3.33 

4.3 

0 

AST  Research/computer  equip 

16V8 

ll5/8 

9% 

-44 

-19 

0.72 

13.0 

0.62 

15.1 

a 

Atari/computer  equip 

12% 

8 

7 '/a 

^»4 

-11 

0.67 

10.6 

1.11 

6.4 

0 

Reynolds  &  Reynolds  A/business  forms 

37'/2 

24% 

21 

-44 

-14 

1.76 

11.9 

2.32 

9.1 

.:  Class  A  stock.    B:  Class  B  stock. 

Sources:  Wilsljire  Associates.  Institutional  Brokers  Estimate  System  (IBES), 
Sen  ice  of  Lynch,  Jones  &  Ryan  lia  Lotus  One  Source. 
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Get  straight 
to  the  point. 

It  makes  very  interesting  reading.  A  year 
in  the  life  of  an  international  company.   A 
story  of  success.  Of  famous  brands  and  busi- 
nesses. Of  acquisition  and  disposal.  A  story 
of  the  power  of  adding  value. 

Grand  Metropolitan  is  now  one  of  the 
I'K's  largest  international  companies.  Its 
strengths  are  Drinks,  Food,  Specialist 
Retailing,  and  Hotels.  By  building  on  these 
strengths  it  is  succeeding  in  more  countries 
and  with  more  customers. 

\nd  it  is  still  growing  rapidly. 

Which  isn't  surprising.  Its  philosophy  is, 
attei  all,  to  develop  and  add  value  to  all  its 
brands,  businesses  and  properties. 

get   to  the  point  and  send  off   the 
coupon. 

GRAND  METROPOLITAN 


Please  send  me  a  copy 
of  your  1 987  Annual  Report 


Name 


!mg  value 


Address 


To:  Rob  Mitchell  Grand  Metropolitan  Inc 

100  Paragon  Drive  Monrvale  NJ  0764f 


Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Worried  about  interest  rates  rising?  Wili- 
ng to  give  up  some  yield  for  insurance? 
You  might  want  to  buy  a  put  bond. 

FAIR-BET 
INVESTING 


bonds  were  in  the  15%  to  16% 
range,  still  held  to  the  opinion  as 
rates  dropped  below  12%  and  re- 
main bears  now  with  AA-rated  30- 
year  industrials  yielding  about  10% . 
I  am  not  in  this  camp,  but  I  know  a 
lot  of  readers  who  are. 

Put  bonds,  largely  issued  by  cor- 
porations, have  a  specified  maturity 
of  about  8  to  20  years.  The  key  fea- 
ture is  that  they  can  be  turned  back 
to  the  corporate  issuer  at  face  value 
(par)  at  some  specified  time,  say  four 
or  five  years.  Thus,  if  rates  rise,  the 
bond  issued  with  today's  lower 
yields  can  be  turned  into  cash  at  the 
put  option  date  for  reinvestment  at 
the  higher  prevailing  rate. 

Transamerica  Financial  has  just 
marketed  $100  million  of  A-rated 
subordinated  8%%  notes  due  Feb. 
15,  1998  at  a  price  of  999A6  to  yield 
8.48%  to  the  put  date  in  1993.  The 
issue  may  be  put  back  to  the  issuer 
in  five  years  at  100.  The  indenture 
also  states  that  these  bonds,  now 
classified  as  junior  subordinated 
notes,  will  be  upgraded  in  quality  of 
claim  to  senior  debt  after  Feb.  15, 
1993,  for  any  investor  who  decides 
to  hold. 

This  is  more  than  fair.  If  rates  go 
way  down,  Transamerica  does  not 
have  the  option  of  terminating  the 
deal  in  1993.  The  buyer,  however, 
does  sacrifice  a  bit  of  yield.  At  the 
time  of  issue,  the  yield  of  8.48% 
was  about  90  basis  points  higher 
than  the  yield  on  a  five-year  Trea- 
sury. If  the  same  bond  had  come  out 
as  a  straight  five-year  noncallable 
corporate,  the  spread  would  have 
been  115  to  120  basis  points.  The 
Transamerica  Financial  issue  was 
recently  trading  at  987/g,  to  yield 
8.65%  to  put  date. 

Please  note:  It  is,  for  obvious  rea- 


The  traditional  corporate  bond  is  a 
/ery  lopsided  contract.  The  corpo- 
rate borrower  is  protected  against  a 
lecline  in  interest  rates  that  would 
nake  the  coupon  on  the  bond  look 
ineconomic.  If  rates  go  down,  the 
ssuer  calls  the  bond  in  early.  But 
:he  investor  lending  the  money  is 
/ery  unprotected.  If  interest  rates  go 
ap,  he's  stuck  with  the  low  coupon 
'or  30  years. 

Investors  have  had  enough  of 
:hese  lopsided  bets,  and  for  once 
:hey  are  being  offered  more  attrac- 
:ive  terms.  You  could  call  the  new 
securities  fair-bet  bonds.  Fair-bet 
jonds  come  in  two  varieties.  For 
pears  there  are  so-called  put  bonds, 
which  allow  the  investor  to  get  out 
I if  interest  rates  go  up.  For  bulls 
:here  are  noncallable  bonds,  which 
arevent  the  issuer  from  getting  out 
i  rates  go  down. 

Bond  issuers,  to  be  sure,  aren't 
offering  fair  bets  out  of  any  sense  of 
altruism.  They  realize  that  by  offer- 
ing better  terms  they  can  shave  15 
to  20  basis  points  off  the  coupon. 

Put  bonds  are  for  that  large  crowd 
of  disbelievers — investors  who  re- 
main unconvinced  that  interest 
'rates  will  stabilize  or  decline.  They 
felt  that  way  when  yields  on  long 
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sons,  common  for  salesmen  to  talk 
of  spreads  over  Treasurys  by  look- 
ing at  Treasurys  due  on  the  put  date, 
not  the  final  maturity  date.  This 
makes  the  spread  look  more  gener- 
ous, since  longer  Treasurys  carry 
higher  yields. 

For  a  longer-term  put  bond,  con- 
sider the  ITT  Corp.  87/8%  deben- 
tures due  2008,  redeemable  at  the 
holder's  option  at  par  on  Feb.  1, 
1998.  The  conglomerate  raised  $100 
million  at  the  end  of  January  with 
this  issue,  priced  at  99  Vi  to  yield  9% 
to  put  date.  The  debenture  is  cur- 
rently trading  at  100  Vs. 

Now  for  fair-bet  bonds  for  the 
bulls.  Anyone  who  believes,  as  I  do, 
that  interest  rates  have  peaked  and 
will  fall  from  today's  seemingly  low 
levels  should  consider  taking  posi- 
tions in  some  of  the  new  noncall- 
able issues.  Dayton-Hudson  in  Feb- 
ruary sold  $100  million  of  AA-rated, 
95/s%  bonds  due  2008  at  99 '/2  to 
yield  9.68%  to  final  maturity.  This 
was  124  basis  points  more  than  20- 
year  Treasury  issues.  (Almost  all 
Treasurys,  incidentally,  are  noncall- 
able.) The  Dayton-Hudsons  were  re- 
cently trading  at  98  Vi. 

The  noncallable  Ford  Motor  AA- 
rated  87/ss  of  2006  are  trading  in  the 
secondary  market  at  97 Vi  to  yield 
9.15%.  This  yield  is  68  basis  points 
higher  than  the  return  on  20-year 
Treasurys.  A  similar  AA  issue  from 
Whirlpool,  due  2008,  has  an  identi- 
cal yield  to  maturity. 

A  closing  pitch  on  rates.  Yes,  the 
economy  is  a  bit  warm  of  late,  but 
the  speedup  is  export-related  to  a 
large  extent.  Domestically,  key  in- 
dustries like  housing  and  automo- 
biles are  in  a  slump.  Commodity 
prices,  particularly  metals  and  ener- 
gy, could  once  again  face  deflation- 
ary pressures. 

Money  market  forces  are  also 
working  to  hold  down  yields.  For- 
eign central  banks  are  happier  about 
the  outlook  for  the  dollar  and  are 
increasing  orders  for  U.S.  Treasury 
issues,  particularly  intermediate- 
term  issues  due  between  two  years 
and  ten  years.  At  the  same  time,  the 
Treasury's  cash  flow  is  at  the  best 
level  in  years.  Net  cash  require- 
ments between  now  and  the  July 
refunding  should  be  the  lowest  for 
the  period  in  the  past  five  years.  The 
major  risk  for  the  world,  and  this 
relates  to  the  U.S.'  improving  ex- 
ports, is  that  of  a  serious  global  eco- 
nomic slump. 

Those  8.5%  to  9.5%  yields  will 
look  good  for  a  long  time  ahead.  ■ 
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MONEY  &  INVESTMENTS 


The  financial  stars  of  1987's  brilliant 
market  show  deserve  awards,  too. 

THE  NOMINEES 


ARE . . . 


By  David  Dreman 


How  about  it?  There  are  awards — 
Oscars,  Emmys,  Pulitzers,  Clios 
and  so  on — for  outstanding  contri- 
butions in  virtually  every  field. 
Why  not  an  award  for  high  art  on 
Wall  Street?  I  propose  the  Dinny — a 
small  gold  dinosaur  to  be  given  each 
year  for  the  outstandingly  awful 
performance  by  a  financial  genius. 
Picking  finalists  for  1987  was  diffi- 
cult— a  plentitudc  of  talent  from 
which  to  choose — but  here  goes. 
The  nominees  arc: 

1 )  The  manager  of  a  giant  pension 
fund  who  sold  over  $1  billion  worth 
of  index  funds  on  Meltdown  Mon- 
day and  stated  that  he  made  a  pruht 
doing  so  (probably  buying  the  SiSl' 
500's  futures  at  a  discount).  Well  and 
good,  except  that  he  made  no  men- 
tion of  the  fact  that  selling  this  enor- 
mous amount  on  the  way  down- 
about  5%  of  the  day's  volume — ac- 
celerated the  tree-tall.  Since  the 
stocks  in  the  pension  plan  were 
worth  around  $30  billion,  the  20% 
drop  in  the  value  of  his  stock  portfo- 
lio probably  cost  his  fund  about  100 
s  the  profit  made  on  the  sale.  A 
first  rate  contender  tor  the  Dinny. 

2!  Next,  the  people  who  gave  us 
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portfolio  insurance,  which  both  the 
SEC  and  the  Brady  Commission  re- 
ports imply  was  only  slightly  less 
damaging  than  Pearl  Harbor.  Its  pro- 
ponents thought  portfolio  insurance 
was  foolproof.  Because  markets 
were  totally  liquid,  billions  of  dol- 
lars of  S&.P  futures  could  be  sold  by 
money  managers  in  the  blink  of  an 
eye  to  hedge  their  portfolios  if 
stocks  began  to  decline.  Managers 
gobbled  up  the  idea.  About  $70  bil- 
lion worth  was  in  play  on  Oct.  19. 

But  the  real  world,  as  that  Octo- 
ber day  made  plain,  didn't  behave  as 
the  professors  insisted  it  should.  As 
the  market  collapsed  and  volley  af- 
ter volley  of  futures  was  put  up  for 
sale,  there  were  almost  no  buyers. 
The  hordes  of  bargain-conscious 
buyers  who,  in  theory,  were  sup- 
posed to  come  out  of  the  woodwork 
to  support  prices  never  showed  up. 
Mercifully,  the  NYSE's  Super  DOT 
system  broke  down,  or  the  Dow 
might  have  dropped  to  1300.  All  in 
all,  the  theorists  behind  portfolio 
insurance  were  dazzling. 

3)  Serious  contenders,  too,  are  the 
investment  gurus  who,  when  the 
Dow  was  in  the  2600-2700  range, 
argued  that  stocks  could  only  go 
higher  because  the  market  was  li- 
quidity-driven. This  buzzword 
meant  that  the  world  was  awash  in 
cash,  and,  because  our  market  was 
so  cheap  and  the  dollar  so  low,  tor- 
rents of  foreign  money  would  pour 
in,  driving  the  Dow  to  the  3000- 
3500  level,  perhaps  higher.  Forget 
fundamentals.  Forget  value.  Just 
hang  in  and  enjoy,  as  the  market 
propelled  itself  ever  higher. 

4)  The  next  nominees  are  the 
market  regulators  and  the  com- 
modity exchange  officials  who,  af- 
ter  two   serious   warnings   of   the 


major  increase  in  volatility  brought 
on  by  futures  trading,  insisted 
things  were  just  fine.  Forget  the 
wild  swings  caused  by  trading  fi- 
nancial futures  on  minuscule  mar- 
gins. Forget  the  study  commis- 
sioned by  the  SEC  purporting  to 
show  that  markets  were  no  more 
volatile  because  of  futures  trading. 
"If  it  ain't  broke,  don't  fix  it"  was 
the  motto,  which  coincidentally 
fitted  in  well  with  this  group  of 
nominees'  own  best  interests. 

5)  A  fifth  major  contender:  scores 
of  brokers  who  told  clients  that  sell- 
ing "out  of  the  money"  puts  on  the 
S&P  100  option  was  an  easy  way  to 
make  a  bundle.  When  the  market 
cracked,  a  few  thousand  dollars 
made  selling  puts  sometimes 
turned  into  million-dollar  losses  for 
the  client.  Many  went  under,  and 
some  of  these  brokers  have  since 
found  more  stimulating  jobs  driving 
cabs  or  pushing  go-carts. 

6)  Another  group  deserving  con 
sideration:  the  handful  of  major  bro- 
kerage firms  that,  relying  on  their 
super  quant  computer  kiddies, 
made  megamillions  trading  index 
arbritrage,  portfolio  insurance  and 
scores  of  similarly  complex  but 
enormously  profitable  merchan- 
dise. So  high  were  the  rewards  that 
almost  everyone  ignored  the  fact 
that  these  strategies  could  interact 
and  blow  out  the  market.  A  classic 
case  of  being  penny-wise  and  pound- 
foolish.  The  result  was  the  disman-. 
tling  of  tens  of  thousands  of  broker- 
age jobs,  the  chopping  of  industry 
profits  to  a  fraction  of  what  they 
were  and  the  slaughtering  of  the 
publicly  traded  brokerage  stocks. 
The  carnage  caused  to  The  Street 
(not  to  mention  the  investment 
public)  is  exponentially  greater  than 
the  profit  made  by  the  index  arbs  in 
their  brief  moment  in  the  sun. 

7)  My  last  nominees  are  the  finan- 
cial academics.  For  them,  October 
changed  nothing.  They  still  view 
people  as  totally  rational  and  mar- 
kets as  relentlessly  logical.  Current- 
ly, they  are  developing  new  meth- 
ods that  they  believe  will  improve 
markets  even  more.  Their  theory  is 
one  of  the  major  clinkers  in  scientif- 
ic history,  one  of  the  chief  causes  of 
the  crash.  It's  as  if  believers  in  the 
Ptolemaic  system  were  still  trying 
to  show  that  the  planets  revolve 
around  the  earth. 

Yes,  1987  was  rich  in  splendid 
performances.  Our  best  and  bright- 
est shouldn't  be  overlooked.  The 
envelope,  please.  ■ 
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Stock  Trends 


MONEY  &  INVESTMENTS 


Crash  aftermath  or  no,  historical  prece- 
dent indicates  that  1988  should  be  a 
relatively  flat  year  for  the  stock  market. 

A  VOTE  FOR  1990 


By  Ann  C.  Brown 


Alexander  Haig  had  more  support- 
ers than  the  stock  market  would 
seem  to  have  now.  Investors  appear 
to  be  using  their  preoccupation 
with  things  political  (and  almost 
anything  else)  as  an  excuse  to  put 
some  wound-licking  distance  be- 
tween themselves  and  the  financial 
and  emotional  jarring/scarring  of 
October  1987.  The  unspoken  phi- 
losophy of  "get  even  and  get  out" 
dominates  the  thinking  of  those 
who  got  into  the  market  when  the 
getting  wasn't  good.  This  attitude 
could  persist  for  the  next  several 
months  and  keep  any  rally  from  be- 
coming a  meaningful  uptrend,  even 
if  the  fundamentals  are  more  bull- 
ish than  currently  anticipated. 

Furthermore,  crash  aftermath  or 
no,  history  indicates  that  1988 
should  be  a  flat  year  for  the  stock 
market.  One  look  at  a  chart  of  the 
Dow  from  Warren  Harding  on  shows 
that,  with  the  exception  of  1932,  the 
market  treads  water  in  presidential 
election  years.  Couple  this  with  the 
conventional  wisdom  that  the  first 
I  i  new  administration  is  often 
a  down  one  for  equities,  and  you 
have  investors  looking  into  the  be- 
;ung  of  the  next  decade  before 
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they  can  expect  widespread  stock 
price  appreciation.  Regardless  of 
what  happens  to  the  economy, 
which  doesn't  look  all  that  bad. 

One  reason  for  this  ever-so-slight- 
ly  rosy  outlook  is  that  over  the  past 
several  years  the  U.S.  has  had  a  se- 
ries of  "rolling  recessions."  Industry 
after  industry  has  fallen  on  hard 
times,  forcing  corporation  after  cor- 
poration to  retrench,  restructure 
and  reposition  itself  to  return  to  in- 
creased profitability.  The  realign- 
ment of  currency  values  (a.k.a.  the 
sharp  drop  in  the  dollar)  also  helped 
many  companies  by  stimulating  ex- 
ports and  renewing  local  interest  in 
made-in-the-U.S.A.  products. 

These  serial  industry  recessions 
may  prevent  the  One  Big  Recession 
many  forecasters  are  now  predict- 
ing. The  previous  drags  on  GNP 
growth — capital  goods  manufactur- 
ing and  agriculture — lately  have 
come  into  their  own,  and  their  new- 
found strength  is  helping  to  offset 
much  of  the  weakness  in  the  con- 
sumer-related sector. 

Another  factor  that  should  pre- 
clude a  recession  this  year,  and 
probably  next  year  as  well,  concerns 
the  actions  of  the  Fed.  This  theoreti- 
cally apolitical  group  is  likely  to  be 
apolitical  in  favor  of  the  Republi- 
cans this  year,  since  Mr.  Reagan  ap- 
pointed five  of  its  seven  members. 
This  means  that  there  should  be 
sufficient  monetary  accommoda- 
tion to  keep  down  both  the  unem- 
ployment and  interest  rates.  The 
Fed  may  have  to  do  little  to  achieve 
these  ends.  A  deceleration  in  busi- 
ness should  reduce  the  demand  for 
funds,  and  long  bond  rates  could  fall 
another  Vi%  or  so  in  the  absence  of 
any  Fed  fine,  or  not  so  fine,  tuning. 

An  additional  consideration  that 
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bodes  well  for  a  low-growth  scenar- 
io versus  recession  has  to  do  with 
the  changing  nature  of  American 
business  and  the  way  American 
business  is  doing  business.  First,  we 
have  become  a  more  service-orient- 
ed society,  and  services  cannot  be 
inventoried — business  slowdowns 
are  caused  by  inventory  fluctua- 
tions. Second,  domestic  industries 
that  are  product-oriented  now  have 
computers  and  allegedly  smarter 
managements  to  help  keep  inven- 
tories under  control.  Finally,  more 
and  more  of  the  product  inventories 
are  held  by  foreign  manufacturers 
whose  worry  they  now  are. 

Just  because  the  economy  in  gen- 
eral may  not  fall  into  recession  does 
not  mean  that  certain  industries 
won't  find  the  next  couple  of  years 
tough  going.  The  financial  services  . 
industry,  for  example,  is  already  | 
having  its  difficulties.  Brokerage 
firms  are  still  reeling  from  1987's 
last  quarter,  and  1988's  low  trading 
volume  and  sparse  underwritings 
are  doing  little  to  improve  the  situa- 
tion. In  addition,  banks  are  invading 
the  stock  business,  cutting  more 
pieces  from  the  currently  shrinking 
pie.  And  many  banks  have  their 
own  problems.  Demand  for  new 
loans  is  down,  and  losses  continue 
in  the  oil  patch  and  the  rust  belt,  as 
well  as  from  farmers  and  foreign 
governments.  Elsewhere,  invest- 
ment management  companies  are 
scrambling,  and  mortgage  financing 
is  not  a  pretty  picture. 

I  suggest  that  you  continue  pur- 
chasing— and  trading  for  moderate 
profit — stocks  that  tend  to  do  well 
in  trendless  times  and/or  stocks 
that  appear  undervalued  to  you 
(and,  maybe,  to  some  acquisition- 
hungry  corporation).  Some  stocks 
that  fit  the  first  description  are: 
Coca-Cola  (38),  PepsiCo  (36),  Philip 
Morris  (90)  and  RJR  Nabisco  (50).  Also 
included  among  these  good  ports  in 
most  storms  are  selected  health 
care/drug  stocks,  such  as  Johnson  & 
Johnson  (81 ),  Bristol-Myers  (44),  Syntex 
(36)  and  Pfizer  (52).  Pfizer  could  also 
appeal  to  a  bigger  buyer.  It  is  cash 
rich,  underleveraged,  with  an  excel- 
lent marketing  organization,  and 
cheap,  relative  to  the  drug  group. 

Two  other  takeover  hunches  are 
Hersbey  Foods  (27),  where  a  buyout 
rumor  last  year  shot  the  stock  price 
to  $37  per  share;  and  Pitney  Howes,' 
I  tic  (41),  which  could  be  a  great  buy 
for  a  computer  major  seeking  the 
biggest  and  best  office  equipment 
sales  force  in  the  business.  ■ 
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We  can  try  to  cure  the  pending  disaster  in 
he  thrifts  with  the  same  policies.  Or  we 
zan  go  back  to  caution  and  prudence. 

THE  TEXAS  S&L 
MASSACRE 


By  Ashby  Bladen 


The  shape  of  things  to  come  is  al- 
eady  visible  in  Texas,  where  many 
rears  of  imprudent  national  finan- 
:ial  policies  have  finally  created  a 
)ervasive  crisis  in  the  thrift  indus- 
ry.  We  can  try  to  cure  it  with  more 
>f  the  same  policies.  In  that  case,  it 
vill  spread  throughout  our  financial 
•ystem  and  create  the  same  compi- 
lation of  runaway  inflation  and 
linking  living  standards  that  much 
)f  the  Third  World  is  already  suffer- 
ng.  Or  we  can  go  back  to  relying  on 
he  personal  habits  of  caution  and 
)rudence  that  originally  supported 
)ur  financial  system — the  only 
iound  foundation  for  long-run  fi- 
lancial  stability.  But  in  that  case, 
>ve  will  suffer  many  unpleasant 
hings  in  the  short  run,  among  them 
i  considerable  deflation  of  real  es- 
:ate  values  and  house  prices. 

For  more  than  half  a  century,  our 
ederal  government  has  been  pro- 
:ecting  us  against  financial  loss  by 
guaranteeing  our  bank  and  thrift  de- 
Dosits.  And  for  more  than  a  quarter- 
;entury,  it  has  been  protecting  us 
igainst  the  risk  that  we  would  lose 
3ur  jobs  and  become  unable  to  pay 
3ur  debts.  It  has  done  that  by  bor- 
owing  and  spending  for  its  own  ac- 
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count,  and  by  making  it  easier  for 
the  rest  of  us  to  borrow  and  spend, 
in  order  to  abolish  recessions. 

These  well-intentioned  policies 
have  already  had  four  unforeseen, 
unintended  and  unhappy  conse- 
quences. First,  the  excessive  bor- 
rowing and  spending  that  was  sup- 
posed to  eliminate  recessions 
caused  a  decade  and  a  half  of  accel- 
erating inflation  and  rising  interest 
rates.  Second,  the  inflation  led  us  to 
borrow  more  in  order  to  bid  up  the 
prices  of  real  things — especially 
houses — as  inflation  hedges.  Third, 
the  Fed's  repeated  attempts  to  break 
the  inflation-hedging,  borrowing- 
and-spending  spree  by  means  of 
credit  crunches  caused  a  succession 
of  increasingly  severe  recessions. 
And  finally,  in  spite  of  the  fact  that 
our  country  is  still  generally  pros- 
perous, excessive  and  imprudent 
loans  are  no  longer  going  bad  by 
platoons.  They  are  now  going  bad  by 
battalions. 

Ever  since  the  last  depression,  our 
national  policies  have  subsidized 
borrowing  and  spending  at  the  ex- 
pense of  saving  and  lending — with 
the  unsurprising  result  that  we  have 
ceased  to  save  very  much  and  have 
become  a  nation  of  borrowers  and 
spenders.  The  thrift  industry  was  a 
major  beneficiary  of  those  policies. 
For  many  years  the  Federal  Re- 
serve's Regulation  Q  put  a  ceiling 
on  the  interest  rate  that  banks  and 
thrifts  could  pay  on  their  deposits, 
so  that  they  could  profitably  invest 
them  in  low  interest  rate  loans  and 
mortgages.  And  thrifts  were  al- 
lowed to  attract  deposits  by  paying 
one-quarter  of  1  %  more  than  banks 
did,  on  condition  that  they  invest 
the  bulk  of  their  deposits  in  mort- 
gage loans  on  housing. 


This  was  basically  an  unsound 
business,  investing  deposits,  which 
the  depositors  regard  as  liquid  sav- 
ings, in  illiquid  mortgages,  which 
the  borrowers  regard  as  long-term 
loans,  leaves  the  thrifts  exposed  to 
the  risk  that  the  depositors  will 
want  their  funds  back  before  the 
borrowers  are  ready  to  repay. 

Nevertheless,  the  thrift  industry 
has  grown  enormously  since  the 
Depression,  thanks  to  massive  gov- 
ernmental assistance.  And  as  long 
as  interest  rates  remained  moderate 
and  managements  stuck  to  the 
mortgage  business  that  they  under- 
stood, it  prospered  under  the  shelter 
of  Uncle  Sam's  umbrella.  But  when 
inflation  drove  up  market  rates  of 
interest  faster  than  the  slow  turn- 
over of  the  long-term  mortgages  in 
the  thrifts'  portfolios  permitted 
their  net  yield  to  rise,  the  umbrella 
sprang  a  leak.  Depositors  withdrew 
their  funds  to  reinvest  at  the  higher 
yields  available  in  the  market. 

The  Depository  Institutions  De- 
control Act  of  1982  was  passed  to 
help  the  thrifts'  income  accounts  by 
permitting  them  to  invest  in  real 
estate  development — just  as  the  no- 
tion that  oil  was  headed  for  $100  a 
barrel  touched  off  a  runaway  boom 
in  Texas.  The  worst  trouble  devel- 
oped at  the  thrifts  that  had  been 
bought  by  promoters  as  a  way  of 
financing  speculative  developments 
with  federally  insured  deposits. 

Now  the  damage  has  been  done, 
and  we  taxpayers  are  on  the  hook 
for  several  billion  dollars  to  repair 
it.  The  most  important  question  re- 
maining is  what  lesson  we  choose 
to  learn  from  the  fiasco. 

I  think  the  lesson  is  this:  Regula- 
tion as  the  way  to  ensure  prudent 
management  of  financial  institu- 
tions turned  out  to  be  no  substitute 
for  the  careful  scrutiny  that  prudent 
depositors  gave  when  they  knew 
very  well  that  their  own  money  was 
at  risk.  And  deposit  insurance  had 
the  unintended  result  of  allowing 
managers  to  become  obviously  irre- 
sponsible without  losing  deposits. 

Regulation  and  insurance  com- 
bined to  make  a  disastrous  mistake. 
Rectifying  it  at  this  late  date  will  be 
extremely  costly  and  painful,  but 
long  experience  in  life  insurance, 
which  is  the  most  heavily  regulated 
financial  industry  in  this  country, 
has  convinced  me  that  regulation 
cannot  be  made  to  work  satisfacto- 
rily. I  will  have  more  to  say  about 
that  when  the  next  disaster 
erupts.  ■ 
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You  can 

buy  your  waj 

into  The 
Forbes  500s 


r 


The  Forbes  500s  has  long  been  recognized  as 
the  most  comprehensive  and  authoritative 
ranking  of  America's  major  corporations. 
This  annual  is  the  reference  volume  kept  for 
a  full  year  everywhere  in  the  business, 
financial,  information  and  press  worlds.  It 
stays  alive  for  12  months  wherever  there's 
the  need  to  know 

It's  a  very  important  place  for  your 


company  to  be  and  we  can  guarantee  you  a 
place  in  it.  You're  "in"  of  course  if  your 
company  is  among  the  top  500  in  Sales.  Or 
Profits.  Or  Assets.  Or  Market  Value. 

And/or  you  can  be  certain  to  be  in  this; " 
Forbes  500s  issue  with  your  own  advertisin; 
message.  Saying  where  you're  coming  from, 
where  you're  at,  where  you're  going.  What  y 
do  or  what  you  make. 


♦t 


Business  Weeks  Top  1000:  "Downright  silly.' 
Fortune  500s:  "Obsolete.  A  relic  from  the  50« 

says  Forbes  Editor  James  Michaels.  I 


Put  your  mess 


i  lat  about 
^tune's  500s? 

j  ing  of  the  1987  issues,  Forbes  Editor  James 
aels  says: 

Whenever  people  use  the  expression  'Fortune 
ompanies,'  chances  are  99%  they're  thinking 
lir  number  of  large  businesses  that  aren't 
on  the  Fortune  500— such  as  Sears  or  Ameri- 
xpress  or  Citicorp. 

Among  information  companies,  Dow  (ones 
s  the  Fortune  500  but  the  much  bigger  Dun 

a&  Bradstreet  does  not.  Time 
Inc.,  a  broadcaster  and  maga- 
zine publisher,  makes  the  list 
but  CBS,  also  a  broadcaster 
and  magazine  publisher,  does 
not.  Cameron  Iron  Works,  a 
relatively  small  oil  services 
pany,  is  there  but  the  far  bigger  Halliburton  is 

The  inconsistencies  are  a  result  of  the  arbi- 
and  unrealistic  exclusion  of  'service'  com- 

;s.  But  in  the  information  age  the  line 

een  manufacturing  and  services  is  no  longer 
In  trying  to  draw  a  line,  Fortune  gets  pretty 

le.  How  many  angels  can  dance  on  the  head 

[  industrial  pin? 

'Fortune's  500  is  a  quaint  relic  from  the 

lis  but  not  a  serious  ranking  of  corporate  heft 

'importance." 


What  about  Business 
Week's  Top  1000? 

Says  Jim  Michaels: 

"It  is  amusing  that  the  magazine  that  a  few 
years  back  proclaimed  the  'death  of  equities'  now 
embraces  the  cult  of  equities,  using  stock  market 
valuation  as  the  sole  criterion  for  corporate  per- 
formance and  corporate  importance. 

"Business  Week  gets 
downnght  silly  by  picking 
up  a  lot  of  small  companies 
that  happen  to  be  stock 
market  hot  while  downgrad- 
ing many  whose  stocks  are 
out  of  favor.  For  example, 
Information  Resources,  revenues  $94  million, 
ranks  higher  than  Bethlehem  Steel,  revenues  $4.3 
billion.  The  Limited  ranks  ahead  of  Chrysler  in 
Business  Week's  view,  though  Chrysler's  profits  are 
six  times  greater  than  the  retailer's.  Loews,  a  big 
and  successful  investment  company,  is  high  on 
the  Business  Week  list,  but  Berkshire  Hathaway,  a 
big  and  successful  investment  company,  doesn't 
appear  on  the  list  at  all.  It  gets  so  ridiculous  that 
TCBY,  a  frozen  yogurt  outfit,  makes  Business 
Week's  list  even  though  its  revenues  were  only 
$40  million.  Basing  corporate  importance  on  stock 
prices  alone  leads  to  such  ludicrous  results. 

"Business  Week  gives  no  consideration  to 
profits,  cash  flow,  assets,  revenues,  or  employees. 
Market  value  is  the  most  ephemeral  of  all 
yardsticks— as  anyone  knows  who  has  invested. 
It  literally  changes  from  day  to  day." 


What  about 

The  Forbes  500s? 

Concludes  Michaels: 

"There  are  four  dimensions  of  corporate 
performance:  Revenues;  Profits;  Assets;  Market 
Value.  Until  you've  looked  at  all  four,  you  can't 
judge  which  companies  are  the  most  important. 
We  use  all  four  in  our  Directory  Issue.  In  trying 
to  simplify  to  a  single  yardstick— revenues  in 
Fortune's  case,  stock  price  in  Business  Week's— 
our  competitors  end  up  with  lists  that  ignore 
major  parts  of  business  reality." 
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Forbes  500s  issue  is  just  one  example  of 
Forbes  gives  those  in  the  business 
a  the  information  they  need  in  a  form 
can  use.  It's  why  Forbes  is  read  regularly 
lore  corporate  officers  in  the  country's 
:st  companies  than  any  other  business  or 
>  magazine.  And  why  among  the  three 
ng  business  magazines,  top  management 
;  Forbes  its  favorite. 

No  wonder  of  all  the  magazines  measured 
le  Publishers  Information  Bureau,  only 
-both  weeklies— carried  more  advertising 


in  1987  than  biweekly  Forbes.  If  you  want 
your  business  to  rise  in  the  ratings,  don't  waste 
your  advertising  dollars.  Buy  your  way  into 
the  most  cost  efficient  of  the  three  leading 
business  magazines  for  reaching  the  business 
elite.  Advertise  in  the  most  timely,  most 
comprehensive,  most  useful  measure  of 
American  businesses  today— The  Forbes  500s. 
The  issue  date  is  April  25th,  but  closing  is 
March  14th  for  partial  pages  and  March  21st 
for  full  pages. 
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Commodities 


MONEY  &  INVESTMENTS 


Do  you  know  the  first  day  you  could  get 
a  delivery  notice  on  your  long  bean  con- 
tracts? Frank  Taucher's  1988  Almanac 
will  tell  you  that — and  lots  more. 

READY  REFERENCE 


By  Stanley  W.  Angrist 


Commodity  traders  are  up  to  here 
with  stuff  that  offers  to  increase 
their  trading  prowess — trading  sys- 
tems, market  letters,  telephone  hot 
lines,  computer  programs — you 
name  it.  But  what  every  trader  must 
have  at  hand — and  surprisingly  of- 
ten does  not — is  a  ready  reference 
work  that  gives  contract  specifica- 
tions, first  notice  and  delivery  days, 
dates  of  crop  reports  and  the  like, 
facts  on  futures  that  you  must  know 
to  avoid  doing  something  stupid. 

Commodity  Trader's  Almanac  for 
1988  is  a  comprehensive  fact  book, 


Stanley  u    Angrist  «  a  commodity  specu 
tutor,  consultant  and  longtime  observer  of 

the  commodity  markets 


and  then  some.  Frank  Taucher,  the 
editor,  also  provides,  for  each  week 
in  the  year,  a  collection  of  trades — 
outrights  and  spreads — that  have 
proved  100%  reliable  over  the  last 
five  years.  The  Almanac  is  worth- 
while for  its  basic  information 
alone;  the  addition  of  the  seasonal 
trades  makes  it  a  best  buy.  The  aver- 
age profit  of  each  of  the  outright 
trades  has  been  $1,318.  On  each  of 
the  spreads,  it  has  been  $1,091. 

For  example,  the  Almanac  sug- 
gests buying  July  cotton  on  Mar.  7 
and  selling  it  on  May  23.  Over  the 
last  five  years  this  trade  has  pro- 
duced an  average  profit  of  $3,299, 
with  a  maximum  drawdown  of  only 
$500.  The  margin  is  $1,000. 

The  Almanac  also  suggests  a  num- 
ber of  interesting  spreads.  For  exam- 
ple, the  table  shows  one  that  calls 
for  buying  June  hogs  while  selling 
June  cattle  on  Mar.  31  and  closing 
on  May  23.  The  margin  is  $700. 

The  Almanac  can  be  ordered  for 
$75  by  calling  918-493-2897. 

There  probably  are  several  thou- 
sand technical  methods  (those  that 


depend  on  prices,  price  patterns  and 
the  like  rather  than  on  fundamen- 
tals) that  can  be  used  to  trade.  Perry 
G.  Kaufman,  a  longtime  trader  and 
writer  on  the  commodities  markets, 
has  recently  written  an  excellent 
book,  The  New  Commodity  Trading 
Systems  and  Methods  (John  Wiley  & 
Sons,  $39.95),  that  can  serve  as  a 
reference  for  technical  systems.  To 
get  the  most  good  from  it,  one 
should  understand  how  to  place  or- 
ders and  be  familiar  with  the  me- 
chanics of  trading  in  these  markets. 

The  book  is  designed  to  allow  the 
reader  to  develop  his  own  technical 
trading  system.  While  this  might 
sound  like  a  formidable  task — it 
certainly  isn't  an  easy  one — Kauf- 
man provides  you  with  all  the  tools 
necessary  to  carry  it  out.  A  reader 
with  a  good  background  in  high  || 
school  mathematics  can  follow 
nearly  the  entire  book. 

One  section  worth  particularly 
close  attention  is  ironically  titled 
"Just  Because  It  Doesn't  Work  in 
Practice  Doesn't  Mean  It  Won't 
Work  in  Theory."  There,  Kaufman 
lists  his  six  rules  of  system  develop- 
ment. He  cautions  that  many  trad- 
ers still  lose  money  even  after  they 
follow  the  given  rules.  Such  fail- 
ures, he  thinks,  probably  come  from 
cutting  corners  in  the  designing  and 
testing  of  the  system. 

Example:  Someone  examining 
test  results  might  notice  that  a  sys- 
tem fails  because  of  one  or  two  large ' 
losses.  He  may  then  be  tempted  to 
impose  a  filter  on  the  system  so  that 
these  losses  are  eliminated.  Wrong, 
wrong,  wrong!  Self-deluding  non- 
sense. That  is  nothing  more  than 
curve-fitting — making  the  system 
fit  the  past  perfectly,  but  at  the  cost 
of  false  confidence  in  the  future. 
Kaufman's  book  has  a  number  of 
such  sections  to  help  guide  you  to 
realistic  system  design.  ■ 


Hogs 

beat  cattle 

Frank  Taucher's  Commodity  Trader's  Almanac  sug-      May  23.  This  spread  has  provided  a  profit  in  each  of 
gests  that  June  hogs  be  bought  and  June  cattle  sold  as      the  last  five  years.  The  two  contracts  are  of  different 
a  spread  on  Mar.  31,  and  that  the  spread  be  closed  on      sizes  (30,000  pounds  for  hogs,  40,000  for  cattle). 

-Prices 

• 

(     nr  1. 

bought 

Spread 

entry 

value 

exit 

Profit 

Maximum 
drawdown 

Hog* 
bought 

sold 

sold 

19, 

52.10 

49.37 

69.62 

6667 

$-12,220 

$-11,858 

$362 

$-^t53 

57.62 

53.45 

69.32 

66  10 

-10,443 

-10,405 

38 

-163 

l»Si 

49  02 

48.30 

66.37 

63.15 

-11,843 

-10,770 

1,073 

-173 

IV,:, 

'  J.82 

48.30 

58.25 

55.15 

-10,153 

-7,570 

2,583 

0 

1987 

47.82 

57.10 

63.42 

67.42 

-11,02-? 

-9,840 

1,183 
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rorDes  MarKet/Uassitied 


INANCIAL  SERVICES 
[• 

IMMEDIATE  CASH 

FOR 

ACCOUNTS  RECEIVABLE 

EQUIPMENT  LEASE 
FINANCING 

INANCIAL  GUARANTEES 

AND 
ETTERS  OF  COMMITMENT 

UARANTEED  COLLECTION 
of 
PAST  DUE 
ACCOUNTS  RECEIVABLE 

LBO 

LEVERAGED  BUYOUT 

FUNDS  AVAILABLE 

st  Approval  •  Brokers  Protected 


BUSINESS  OPPORTUNITIES 


1  TFC  | 

TOWERS 

FINANCIAL 

CORPORATION 

ln<»T<  I  uniina; 

417  Fifth  Avenue 
New  York,  NY  10016 

212-696-0505 


^RD  TO  BORROW? 

juarantees  No  Loans 

[nMUM:  $100,000.  5-20  YEARS 
.IE  FINANCIAL  GUARANTY 
CORPORATION 
USA  (212)  486-2220 


1VESTOR  RELATIONS 

STOR  RELATIONS  serving  public 
anies  since  1967,  reaches  100,000 
orokers  and  investors.  Also  meet 
influential  market  players.  Prefer 
anies  with  depressed  stock.  Call  for 
x>py:    How  to  Make  Stockbrokers 

to  Buy  YOUR  Stock." 

tobert  Dresser  (800)  552-2855 

Inside  Calif.  (818)957-1414 


SlgZJ'_gLi  INSIGHT  ^ 

<,  bond,  metal  and  agricultural  futures\ 
ts  are  reviewed  in  this  10  page  newslet- 
s  published  every  other  week  and  mailed 
iass  to  insure  prompt  delivery.  Sample 
;  available.  Write  to  7751  Carondolet 
Suite  100.  St.  LOuis.  M0  63105  or  phone 
>6-7926  Yearly  subscription:  $155.00. 


:ellaneous  for  sale 
estment  gemstones! 

RANTEED  LIQUIDITY!!! 

'  &  sell  Diamonds  and  all  Precious 
mes.  Free  wholesale  catalog  since 
Member:  Jewelers  Board  of  Trade  & 
:r  of  Commerce. 
HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
OLL  FREE  1-800-626-8352 

INFORMATION  ON  FORBES 
OSSIFIED  WRITE  OR  CALL: 

LINDA  LOREN 
:ORBES  CLASSIFIED 

Wl  Avenue  New  York.  NT  10011 

(212)620-2440 


Build  Yxir 

FutureWith 

Lindal. 


Build  an  independent  business 
on  a  solid  foundation.  With 
Lindal  Cedar  Homes,  the  world's 
most  popular  custom  houses  for 
over  40  years. 

•  No  franchise  fees 

•  Internationally  recognized 
housing  giant 

•  Dealer  training  schools  and 
ongoing  regional  seminars 

•  National  advertising, 
marketing,  and  co-op 
support 

•  Best  planbooks  and  sales  aids 
in  the  industry 

•  Multiple  product  lines — 
cedar  homes,  log  homes, 
sunrooms,  and  hardwood 
flooring 

Right  now  we're  looking  for 
a  good  dealer  in  many  areas. 
For  more  information,  please 
call  800-221-6063. 

ALindal  Cedar  Homes 

P.O.  Box  24426,  Seattle,  WA  98124 
206-725-0900. 


EXCEPTIONAL  INDIVIDUAL  REQUIRED 
For  An  Extremely  High  Income 
Potential  Business  Opportunity 

...  If  you  have  a  sound,  successful 
business  background  with  high  past 
earnings,  can  easily  and  confidently 
communicate  with  business  leaders 
and  you're  in  a  position  to  call  your  own 
shots.  Utilize  your  talents  to  the  utmost 
in  a  fast  moving,  challenging,  profes- 
sional business.  We  are  seeking  only 
that  individual  who  can  relate  to  earning 
$250,000  and  more  per  year.  Complete 
training  and  continuous  support  pro- 
vided. We  are  a  17-year-old  international 
loan  finance  corporation  seeking  direc- 
tors. $9,800  refundable  deposit  will  be 
required.  Principals  only. 

Call  813-924-6415 


15,000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
nquines  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
loll  Free  800  327  9630 
t   in  Flo  coll  800  533  4663 


Business  Buyers  Network 


•  Thousands  of  businesses 
nationwide 

•  Many  with  Owner  financing 

•  No  commissions 

To  buy  or  list  call  toll  FREE 


WWL% 


1-800-223-3589 

In  NC  1-704-686-7354 


SELL  IN  JAPAN! 


List  your  property  using  our  Tokyo  office  to 
reach  500  +  Real  Estate  brokers  in  Japan . 

Free  translation.  NO  COMMISSION.  Your 

name  listed  as  contact  point.  Tear  sheet 
provided.  Only  $190  for  3  months  listing. 

CALL:  Hori  &  Bunker  Inc. 

1-800-USA-2111 


WINE  CELLARS  WINE  CELLARS 

WlNECELLARS-USA 

#1  Seller  •  Original  American  Handmade 

Retail  YourCost 

440  Bottle  (Pictured) $2495$1495 

7 00  Bottle  2  French  Doors 3495    1995 

880 BottleTwin  Unit   4495    2795 

220Bottle Vertical  1995    1 195 

296BottleCreden:a(2door) 2495     1495 

40  BottleGlassdoor  (not  handmade)  499 

Wood  Construction  •  Oak  Exterior  •  Redwtxid  RiiLko 
Modular  wine  racks  from  1  2  to  20,000  bottles.  Request  our  wines 
&  cellar  catalog.  Lifetime  guaranty  on  racks,  5  y  r  on  compressor. 

Olympic  Sales  Co.  since  iw 

839S.LaBreaAve.,       Los  Angeles, C A  90036       Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221     •     We  Ship  Anywhere. 

MERCHANDISE  CORPORATE  SPECIALTIES 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC®  —  the  heavy 
sweater's  answer  to 
costly  and  embarrass- 
ing underarm,  hand  or 
foot  sweat.  Short  treat- 
ment with  electronic 
Drlonlc  Keeps  these 
areas  dry  for  6  week 
periods.  Recommend- 
ed by  dermatologists 
everywhere.  Covered 
by  health  plans.  Send 
for  free  information. 
Clinical  studies  avail- 
able to  physicians. 

GENERAL  MEDICAL  CO. 

Dept.  FOB  12 

1935  Armacost  Ave. 

Los  Angeles,  CA  90025 


COMPUTERS 


Radio  /hack  -TANDY 


Our  10th  vear  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
r*         Toll  Free  800-231-3680 

Hfl   mRRYfTlflC  INDUSTRIESINC 
22511  Kaly  Fwy 
Katy  (Houston I  TX  77450 
1-713-392-0747  Telex:  774132 


FACSIMILE  MACHINES 


BIG  DISCOUNTS 


ON  THE  HOTTEST  SELLING 

FAX  MACHINES 

IN  THE  COUNTRY 

Roc  of  America 

1-80O-342-FAXX 

AMERICA  S  LOW  PRICE 
FAX  DISTRIBUTOR 


REAL  ESTATE 


RESORT  CON  DOS 

Priced  For  Bulk  Sale 
OCEAN-LAKE-SKI 

4  Locations/93  Units 

Call  or  Write  Owner 

MID-ATLANTIC 

RO.  Box  55T1 

Martinsville,  Va.  24T15 

800-638-5253  or  703-632-7101 


BUSINESS  OPPORTUNITIES 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise Over  700  others  have,  ask  them 
Call  today  for  free  information 


fVtntmg  Cmrtt&rm 

23I3I  VERDUGO  DRIVE 

LACUNA  HILLS.  CA  92653-I34"! 

CALL  I-800-854-332I 


Embroidered 
Caps 


•  Shirts 
•Jackets 


Call  for  FREE  Catalog 
ATT:  MR.  BEAR 

TOLL  FREE  (800)  792-2277 
In  Calif.  (800)  826-8585 

San  Francisco  Embroidery  Works 

3952  Point  Eden  Way  •  Hayward.  CA  94545 


YACHTS 


DONATE  YOUR  PROPERTY 
Boat  -  Airplane  -  Real  Estate 

Receive  large  cash  advance  plus 
substantial  tax  savings. 

Few  tax  shelters  left! 

AMERICAN  INSTITUTE 

800-826-6840 

FL:  305-772-5773 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 


Palo  Alio  CA  94304 


Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  '/B"  lor 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
701  Welch  Road  Ste   11196 
|4I5|  656-6262 


SALES/TRAINING 


Sales  Presentations 
Training  •  Meetings 


■■■■■■■■■■ 


CUSTOM  SLIDES/OVERHEADS 

VISUAL  HORIZONS 
180  MEtRO  PARK 
ROCHESTER  Nr    I46Z3 
COLOB  CATALOG    (7 16)424-5300 


FREE 


"WHAT  ...  ME  MOTIVATED?" 

A  59-minute  speech  to  KICK  OFF    .  . 

WIND  UP  ...  OR  OTHERWISE 

IMMORTALIZE  Your  Sales  Meeting. 

For  an  overview,  please  contact: 

SUPERIOR  SALES/MANAGEMENT 

TRAINING 

P.O.  Box  81  C,  Morristown,  N.J.  07961 

201-540-1366 


Motivate  Employees 


FREE  color  catalog  ot  slides,  overheads, 
posters  and  videos  covering  Sales, 
Safety  Customer  Service,  Orientation 
and  more ... 
■  Accent  Presentations,  Inc. 

990  Highland  Dr..  Suite  201 

Solana  Beoch,  CA  92075 

1-800-222-2592 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


Were  the  efficient-market  theorists  really 
proved  wrong  by  the  market's  crash? 

KEEP  AN  OPEN  MIND 


By  Mark  Hulbert 


You  hear  some  peculiar  arguments 
about  the  efficient-market  hypothe- 
sis— the  academic  orthodoxy  that 
stock  prices  reflect  information  so 
quickly  that  their  movements  can't 
be  anticipated  more  profitably  than 
with  a  buy-and-hold  strategy.  I 
don't  agree  with  my  fellow  colum- 
nist David  Dreman,  for  example, 
that  the  Oct.  19  crash  decisively 
refuted  EMH.  The  theory,  after  all, 
explicitly  allows  for  unpredictable 
fluctuations,  and  its  truth  can  be 
judged  only  over  the  long  term.  My 
monitoring  of  investment  letter 
portfolios  in  the  Hulbert  Financial 
Digest  has  convinced  me  that  the 
market  is  indeed  generally  efficient, 
and  that  beating  it,  although  possi- 
ble, is  very  tough. 

Right  now,  in  fact,  the  efficient- 
market  hypothesis  is  looking  rather 
better  than  usual.  The  reason:  A 
funny  thing  has  been  happening  to 
the  so-called  "popular  anomalies." 
These  are  the  handful  of  investing 
strategies,  such  as  buying  stocks 
with  low  P/E  ratios  or  with  low 
market  capitalizations,  that  have 
been  able  to  beat  the  market  consis- 
tently   ind  by  significant  margins 

i    Is  editor  of  the  Washington, 
en  Financial  Digest,  <oul 
h!  Hulben  Financial  Di- 
<d  by  Minerva  Books 


and  thus  have  earned  some  grudging 
academic  recognition  as  exceptions 
to  the  market's  efficiency.  Recent- 
ly, these  strategies  have  lagged. 

Which  is  not  to  say  that  the  mar- 
ket hasn't  been  beaten.  Despite  the 
crash  last  year,  no  fewer  than  88,  or 
43%,  of  the  203  separate  invest- 
ment portfolios  I  follow  finished 
ahead  of  the  S&P  500's  total  return. 

But  the  investment  newsletters 
that  specifically  focus  on  one  or 
more  of  these  anomalies  have 
lagged  discernibly.  A  prominent  ex- 
ample: Gerald  Perntt's  Investment 
Horizons,  which  focuses  on  stocks 
of  companies  with  small  capitaliza- 
tions. According  to  Perritt,  small 
stocks  in  1987  lost  10.5%,  as  com- 
pared with  a  5%  total  return  for  the 
S&P  500 — the  fourth  year  in  a  row 
in  which  small-cap  stocks  failed  to 
beat  the  market.  The  HID  reports 
that  Perritt's  particular  model  port- 
folios of  small-cap  stocks  did  better, 
but  still  lost  money  in  1987. 

The  Value  Line  Investment  Survey, 
published  by  Arnold  Bernhard  & 
Co.,  has  also  suffered  from  the 
anomalies'  absence.  The  survey's 
stock  selection  is  a  combination  of 
several  well-known  market  ineffi- 
ciencies, including  price  and  earn- 
ings momentum,  and  relative 
strength.  Its  approach  has  enjoyed 
widespread  academic  recognition. 
But  in  1987,  according  to  my  HID 
data,  the  stocks  that  Value  line  rated 
most  highly  underperformed  a  buy- 
and-hold  approach,  gaining  just 
1.1%.  Over  the  past  five  years,  fur- 
thermore, its  top-rated  stocks  have 
gained  93.2%,  as  compared  with  the 
S&P  500's  total  return  of  113.8%. 

Al  Frank's  Prudent  Speculator  se- 
lects stocks  according  to  a  number 
of  additional   tned-and-true  meth- 


ods, focusing  on  stocks  with  low 
ratios  of  price  to  earnings,  price  to 
sales  and  price  to  book  value.  Frank 
also  recommends  the  aggressive  use 
of  margin,  so  his  nearly  50%  loss 
last  year  is  not  solely  a  function  of 
those  stock  selection  methods.  But 
even  after  factoring  out  his  in- 
creased leverage,  I  estimate  that  his 
stock  picks  alone  lost  about  25%  in 
1987.  Over  the  last  five  years,  fur- 
thermore, Frank's  model  portfolio 
gained  43%,  as  compared  with  the 
S&P  500's  113.8%  total  return. 

Nor  is  Frank's  experience  with 
these  stock  selection  methods 
unique.  Margaret  Brill's  PSR  Prophet 
letter,  which  looks  solely  at  price/ 
sales  ratios  (and  which,  as  PSR  Stock- 
watch,  was  previously  run  by  Forbes 
columnist  Ken  Fisher),  also  found 
1987  rough  going.  Her  three  model 
portfolios  lost  between  8%  and  13% 
and  have  underperformed  the  mar- 
ket's total  return  over  the  past  three 
years  by  a  16%  to  64.3%  margin. 

Another  newsletter,  The  Insiders,* 
published  by  the  Institute  for 
Econometric  Research,  attempts  to 
capitalize  on  academic  studies 
showing  that  corporate  insiders' 
purchases  and  sales  can  be  the  basis 
of  a  strategy  that  beats  the  market. 
But,  as  with  the  others,  such  a  strat- 
egy has  not  worked  over  the  past 
several  years.  The  Insiders'  model 
portfolio  lost  8.2%  in  1987,  while 
gaining  just  17.4%  over  the  past 
three  years,  as  compared  with  the 
S&P  500's  total  return  of  64.3%. 

What  does  all  this  mean?  Possibly 
that  the  market  has  finally  dis- 
counted the  popular  anomalies 
away.  If  so,  investors  will  have  to 
find  new  market  inefficiencies, 
wherever  they  may  crop  up. 

But  it's  also  possible  that  the  re-' 
cent  past  may  itself  be  just  an  aber- 
ration— exactly  like  the  1972-74  pe- 
riod, when  the  popular  anomalies 
also  failed  temporarily,  also  at  the 
climactic  stage  of  a  major  market 
move.  In  that  case,  stocks  chosen  by 
these  methods  would  have  more  po- 
tential than  they  have  had  in  years. 

Indeed,  this  process  may  already 
be  under  way.  Most  of  these  stocks 
are  secondary  issues,  as  opposed  to 
blue  chips.  This  has  been  the  better 
sector  by  far  this  year.  The  Amex 
Market  Value  Index  and  the  Nasdaq 
O-T-C  Composite,  for  example, 
have  more  than  doubled  the  Dow 
Jones  industrial's  1988  gain.  The 
jury  is  still  out,  but  it  would  appear 
that  the  reports  of  these  anomalies' 
demise  may  be  premature.  ■ 
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[Tie  year's  most  exuberant  best- 
leller  is  sweeping  across  America! 


can't  remember  readers  or  reviewers  ever  having  a  better  time  with  a  book. 
Icolm  Forbes  succeeds  in  doing  something  that  is  altogether  rare  in  this  world.  He 
fun— and  in  Around  the  World  on  Hot  Air  and  Two  Wheels  we  share  it  to  the  hilt. 


|  book  overflowing  with 
kuberance  and  great 

)Od  humor.  Malcolm  Forbes, 
1  ner  and  editor  of  Forbes  magazine,  is 
i  ely  one  of  the  richest  of  men  and 
'  y  likely  the  busiest.  What  he  does 
lh  his  money  is  endlessly  fascinating 
i  in  a  way.  almost  endearing. .  Now 
,  has  put  together  a  handsome  book 
|2brating  his  exploits.  Around  the 
iir/d  on  Hot  Air  and  Two  Wheels  is 


priced  at  $24.95  and  it's  worth  every 
penny''  —Jeremiah  Tax,  Sports  Illustrated 

"So  overwhelmingly  a 
celebration  of  the  joys  of 

adventure,  as  well  as  an  affirma- 
tion of  the  'good  side'  of  life,  that  the 
reader  is  soon  buoyed  by  its  exuberant 
message:  'Don't  stay  put  when  you  can 
put  foot  into  any  part  of  this  still  whole, 
wide  and  mostly  wonderful  world."  " 
—Shirley  Horner,  The  New  York  Times 


"A  cross  between  Marco 
Polo  and  Jules  Verne. 

Who  else  in  the  second  half  of  the  20th 
century  would  fly  across  continents  and 
oceans  in  a  brightly-colored  balloon  or 
go  jolting  his  way  on  a  motorcycle 
through  countries  like  China,  Pakistan, 
and  across  North  Africa?  In  this  gor- 
geously illustrated  book  Forbes  tells  why 
and  how  he  did  it  and  why  he  will  pre- 
sumably go  on  doing  it  as  long  as  he  can. 

"A  book  for  the  eye  to 
admire  and  the  mind  to 
marvel  over!,-iohnBark/iam 

Heviews 


orbes 


60  Fifth  Avenue,  New  York,  New  York  1001 1 


Streetwalker 


Edited  by  Thomas  Jaffe 
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Regional  wallflower 

Big  Fleet/Norstar  Financial  Group 
seems  to  have  been  overlooked  in 
the  rush  to  buy  strong  regional  bank 
stocks.  Fleet  (assets,  $24  billion)  has 
already  taken  100%  reserves  against 
its  entire  Latin  debt  portfolio  of  $75 
million,  and  has  nothing  more  to  lose. 
Its  6.3%  common-equity-to-assets  ra- 
tio is  third  highest  among  the  25  larg- 
est U.S.  banks.  Its  return  on  assets  last 
year:  0.8%,  fourth  among  the  25  big 
banks.  In  nonperforming  assets 
(0.9%),  Fleet  is  lowest. 

Fleet/Norstar  is  the  product  of  a 
merger  two  months  ago  between  Fleet 
Financial,  a  Providence,  R.I.  banking 
company  that  has  been  paying  divi- 
dends since  1792,  and  Norstar  Ban- 
corp, an  Albany,  N.Y.  institution.  By 
casting  the  deal  as  a  "merger  of 
equals,"  J.  Terrence  Murray,  Fleet's 
chief  executive,  avoided  paying  a  pre- 
mium for  Norstar  stock  and  diluting 
his  shareholders'  stock.  Norstar  chief 
Peter  Kieman  will  retire  at  year's  end, 
and  Murray  will  fill  the  top  slot. 

This  isn't  a  takeover  story.  With  a 
market  value  of  $2.5  billion,  Fleet/ 
Norstar  is  already  about  as  big  as 
Chemical  New  York  and  Manufactur- 
ers Hanover  combined.  But  on  earn- 
ings alone,  the  bank  looks  cheap. 
Dean  Witter's  Nancy  Bush  thinks  the 
bank  could  earn  $3.20  a  share  this 
year,  up  from  last  year's  $1.82  (de- 
pressed by  the  Latin  writeoffs).  Re- 
cent stock  price:  24Va. — Ben  Weberman 


Copper  bull 

Last  year  copper  ran  from  around  60 
cents  a  pound  in  the  spring  to 
$1 .46  by  year-end.  In  January,  though, 
it  sank  to  $  1 .04,  perhaps  on  manipula- 
tion (Forbes,  Feb.  <S'|.  March  1989  con- 
tracts are  now  going  for  just  79 Vt 
cents  a  pound. 

S.G.  Warburg  analyst  Jordan  Estra  is 
telling  clients  that  there  is  consider 
abk  underlying  strength  in  copper  de- 
mand, and  in  his  favorite  copper  pro- 
ducer, $1.6  billion  (sales)  Phelps 
Dodge  Corp.  Estra  says  thanks  to 
worldwide  growth  in  capital  goods, 
copper  consumption  this  year  should 
rd  8.9  million  tons— 
rking  off  stockpiles. 

Phelps    Dodge's   shares 
die  the  low  20s  to  a  high  of 


56  before  Oct.  19.  They  are  now  idling 
in  the  mid-30s.  Estra  estimates  that 
low-cost  Phelps  can  produce  a  pound 
of  copper  for  50  cents.  So  if  the  copper 
price  averages  95  cents  this  year,  as 
Estra  thinks,  Phelps  stands  to  make 
$9  a  share. 

Why,  then,  is  the  stock  at  35?  Be- 
cause 1988  will  probably  be  the  peak 
year  in  the  current  copper  cycle.  Still, 
during  previous  peak  years  for  copper, 
the  market  discounted  Phelps'  stock 
to  5  or  6  times  earnings.  On  that  basis, 
the  stock  could  rise  into  the  mid-40s. 
Estra  agrees  that  the  stock  could  fall 
to  the  high  20s  by  the  end  of  the 
summer.  However,  he  says,  "that's 
not  bad  for  a  potential  25%  gain  in  the 
interim." — Eric  Schmuckler 


Perpetual  boredom 

No  one  doubts  that  William  Moog 
is  a  top-notch  engineer.  The  com- 
pany he  founded,  Moog  Inc.  of  East 
Aurora,  N.Y.,  near  Buffalo,  is  an  ac- 
knowledged leader  in  the  develop- 
ment of  flight  control  devices  for  air- 
craft and  missiles. 

Unfortunately,  Moog,  72,  is  a  better 
engineer  than  a  manager.  For  the  fis- 
cal year  ended  Sept.  30,  1987,  earnings 
from  continuing  operations  were  just 
$1.03  per  share,  well  below  the  record 
of  $1.29  a  share  set  in  1981.  This 
during  a  period  when  sales  doubled,  to 
$309  million,  and  when  Bill  Moog's 
compensation  jumped  nearly  50%,  to 
$851,830.  As  for  the  stock,  ever  since 
it  broke  30  in  1981  it  has  mostly 
slumbered  in  the  teens — until  the 
crash  drove  it  below  10. 

Suddenly,  however,  the  stock  is  ac- 
tive and  up.  Reason:  Bill  Moog  has 
quit  as  chairman  and  president  and 
has  sold  all  his  class  A  and  class  B 
shares — the  latter  carry  a  10-to-l  vot- 
ing advantage — back  to  the  company 
in  return  for  its  automotive  and  U.S. 
industrial  controls  divisions.  Since 
Feb.  1,  when  the  SI 7  million  deal  was 
announced,  the  A  shares  are  up  14%, 
to  12'/2,  and  the  more  thinly  traded  B 
shares  have  risen  33%,  to  15.  When 
the  dust  settles  there  will  be  6.3  mil- 
lion class  A  shares  and  1.7  million 
class  B  shares,  both  listed  on  the 
Amex.  Insiders  will  still  control  more 
than  40%  of  the  class  B. 

Bill  Moog  is  going  away  with  Moog 
Inc.'s  share  of  a  joint  venture  with  the 
U.K.'s  Group  Lotus  to  develop  an  ac- 


tive suspension  control  system  ft 
automobiles;  the  aim  is  to  replai 
springs  and  shock  absorbers.  Interes 
ing,  but  unlikely  to  make  any  monf 
until  the  mid-Nineties.  Bill  Moog  wi 
also  get  the  U.S.  business  in  industri|t 
controls,  less  than  10%  of  sales. 

What's  left  for  Moog  Inc.'s  publ 
shareholders  is  mainly  an  uninspi 
ing  aerospace  business.  Some  of  tl 


Moog-Lotus'  new  auto  suspension  s\]sten 
Is  Moog  a  buy  without  Bill  Moog? 

major  military  programs  supplied  b 
Moog,  including  the  F-15  jet  fight* 
and  the  Trident  missile,  are  quiv 
profitable.  But  the  new  managemer 
team  will  still  need  time  to  mak 
earnings  take  off.  For  nov 
Streetwalker's  advice:  Bill  Moog  a 
no,  steer  clear  of  Moog  Inc. 


Overreaction? 

John  N.   Simon  of  Los  Angele 
Seidler  Amdec  Securities  think 
he  has  a  defense  contractor  that  wi 
prosper  despite  the  budget  cutter 
$1.36  billion  (sales)  Sundstrand  Cor 
Based  in  Rockford,  111.,  Sundstrand 
the  West's  dominant  supplier  of  ele> 
trie  power-generating  systems  for  a> 
craft.  From  1982  through  last  yea 
military   aerospace   sales   drove   trj 
company.    Even    now,    Sundstrand 
military  backlogs  are  increasing. 

But  Simon  notes  a  still  more  impo 
tant     trend:     Commercial     aviatic 
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klogs  are  at  alltime  highs  indus- 
wide,  and  Sundstrand  will  ride  that 
wth.  Meanwhile,  the  outlook  for 
idstrand's  power  drives,  compres- 
[  s,  pumps  and  other  industrial  prod- 
[  s  (roughly  one-third  of  sales)  is  im- 
ving  for  the  first  time  since  1982. 
Vhat  of  that  big  reserve  Sundstrand 
up  two  years  ago  to  cover  a  portion 
DOtential  government  claims  in  an 
ounting  dispute  with  the  Defense 
partment?  Two  grand  juries  are  in- 
tigating  Sundstrand.  Simon  replies 
t  investors  have  overreacted, 
tfter  big  restructuring  writeoffs 
t  year,  Sundstrand  earned  a  dismal 
85  a  share  from  continuing  opera- 
ns.  But  this  year  Simon  looks  for  a 
irp  pickup,  to  $4.20  a  share,  and 
jects  the  recovery  to  carry  into 
i9.  Recently  at  52,  the  18.8  million 
rSE  shares  sell  for  12  times  antici- 
ed  1988  earnings.  There's  still 
le,  Simon  says,  to  catch  the  turn. 


p  van  Insilco 

nsilco  Corp.  is  the  new  name  for 
the  tired  old  International  Silver 
.  Earnings  have  been  pretty  much 
t  for  ten  years.  The  share  price  isn't 
ich  higher  today  than  it  was  seven 
irs  ago. 

-.F.  Rothschild  &.  Co.  analyst  Joel 
asner  thinks  Insilco  is  waking  up. 
>ed  in  Meriden,  Conn.,  Insilco  has 
continued  its  moneylosing  Miles 
imes  and  Nationwide  Homes.  That 
ulted  in  a  $47.8  million,  or  $2.25-a- 
ire,  net  writeoff. 

>ales  from  continuing  operations 
ne  to  around  $640  million  last 
ir.  More  than  half  those  revenues 
ne  from  a  hodgepodge  of  products: 
:cision  parts  for  mainframe  com- 
ter  drives,  coaxial  and  multicon- 
ctor  cable  for  the  telecommunica- 
ns  industry,  automobile  compo- 
nts,  stainless  steel  tubing  and 
>re.  Insilco's  specialty  consumer 
)ducts  group  consists  of  Red  Devil 
;cialty  paints,  Rolodex  office  prod- 
ts  and  Taylor  Publishing,  in  high 
lool  and  college  yearbooks. 
This  year  Krasner  expects  Insilco  to 
."n  $1.75  a  share  from  continuing 
erations,  vs.  $1.55  last  year. 
Krasner  says  that,  excluding  the 
-balance-sheet  real  estate  value, 
iilco  is  worth  $25  a  share  as  a 
blic  company.  He  thinks  that  as  a 
vate  buyout  it's  worth  $33.  Re- 
iit  NYSE  price:  193/s.  Insiders  own 
;s  than  4%,  but  the  company  is 
ying  back  up  to  1  million  of  its 
.2  million  fully  diluted  shares 
tstanding. 
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IN  PARADISE 

An  island  paradise  that  offers 
x\.  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,950 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 

For  information  please  write: 
Fiji  Manager  /Dept  C6 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
or  call  (719)  379-3263 


T.  Rowe  Price  International  Bond  Fund,  ranked  by  Upper  Analytical 
Services  as  the  #1  world  income  fund  for  1987,**  offers  high-income,  high- 
quality  bonds  and  the  benefits  of  worldwide  diversification.  Yield  and  price 
will  vary.  For  the  12  months  ending  I 
2/1/88,  the  high  price  was  $11.60, 
the  low  was  $9.77  $1,000  mini- 
mum investment  ($500  for  IRAs). 
No  front-end  load,  no  back-end 
load,  no  12b-l  annual  fees- 
No  sales  charges  at  all! 

Mail  coupon  for  a 
free  information  kit  or  call 

1-800-638-5660 


X  Rowe  Price,  100  E.  Pratt  St..  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete  information 
including  management  fees  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 

Name 


~l 


Address 


IBF000704 


City  State  Zip 


Invest  With  Confidence 

TRoweRiee 


*  Average  annualized  yield  for  the  30  days  ending  2/1/88  based  on  an  average  price  per  share  of  $11.00. 
Average  maturity  was  3.5  years.  * 'According  to  tipper  Analytical  Services,  Inc.,  which  monitors 
25  world  income  funds.  Return  may  be  subject  to  currency  fluctuations. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 

207 


Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


' 


ABC   211 

Advani  52,  188 

Affordable    :  are  Concepts 95 

AFG  Industn  .-,  188 

Airbus  I  39 

Albtrto-Culver  15 

AIcjii  \Iuminium  110 

Alcas  Cutlery  156 

Alitalia  39 

Allegis  (Hertz)  168 

Allegis  (United  Air  Lines| 39 

Allied  Products 37 

Aluminum  Co  of  America  48 

Amerco  (U-Haul)  68 

American  Express  68 

American  Standard  192 

Amoco  110 

AMR  (American  Airlines! 39 

Apple  Computer 58,   154,   156 

AT&T  146,   170 

Atlantic  Richfield  100,    110 

Audi  100 

Avis  152 

Avon  Products  38 

BAT  Industries  (Marshall  Field)  91 

Baldwin  United  144 

Bancorp  Hawaii  44 

Barrister  Equipment  Associates  130 

Baskin-Robbins  38 

Beeba's  Creations  192 

Beech-Nut 139 

Benetton  150 

Arnold  Bernhard  204 

Best  Buy  192 

BIF  Korea  54 

Biltmore  Partners  12 

Blyth  Software  154 

Boeing  39,   100 

Boston  Co  Economic  Advisors  29 

Braniff  100 

Bristol-Myers  198 

British  Airways  39,    168 

British  Petroleum  100,    110 

British  Telecom  150,    152 

Bumble  Bet-  58 

Burlington  Northern  68 

Carey  Intern.mon.il  168 

Carter-Wallace  192 

CBS  25.   211 

Ccllnet  152 

Cellular  Marketing    152 

Ch.implin  1  10 

Chemical  New  York  

Chevron  1 10 

Chips  is  Technologies  8 

Chryslei  150 

(  ie.ii. i  95 

Ill) 

Citicorp  44,   144 

Clothes  192 

Coastal  1 10 

34,    198 

152 


Colt  Industries  (Pratt  &  Whitney)  68 

Columbia  Pictures  Entertainment  34 

Consumer  Reports 58 

Continental  Airlines  71 

Control  Data  95 

Conus  Communications  12 

Crown  Central  Petroleum 110 

Crystal  Brands  (Izod)  91 

Cypress  Semiconductor  52 

Daily  Sens  (New  York)  19 

Daimaru 120 

Daimler-Benz  100 

Davis,  Arneil  37 

Dayna  Communications  154 

Dayton-Hudson  195 

DB/Access  154 

DCA  154 

Defaulted  Bonds  Newsletter  167 

Dekalb  146 

Delta  Air  Lines 39 

Dearer  Post  178 

Desert  Partners 188 

Digital  Equipment  150,   154 

Walt  Disney 36,   116 

Distillers  100 

Dollar  168 

Dow  Chemical  48 

Dow  | 'ones  (Wall  Street  Journal) 91 

Drexel  Burnham  Lambert 190 

Eastman  Kodak  156,   174 

Elf  Aquitaine  110 

Emerson  Electric  211 

Esprit  de  Corp 6,  91 

Esquire  170 

Europcar 168 

Excelan  154 

Exxon  110 

Fairchild  Camera  &  Instrument  52 

Farrar  Straus  Ciroux  19 

Federal  Express 150 

Federated  Department  Stores 

(Bloomingdale's)  91 

Fiat  Group  37 

Financial  Corp  of  America  144 

Finley,  Kumble  8 

First  Boston  12,    192 

First  Brands 48 

First  Mississippi  146 

Norstar  Financial  Group  206 

Focus  154 

lord  Motor    48,    156,    168,    195 

Freeport-McMoRan  146 

Fujisankei  Communications  12 

Funya  38 

Gaitnei  (..roup 150 

GE  ...  150 

General  American  Life  Insurance  95 

General  Foods 139,   170, 

General  Mills  58 

General  Motors  12 

Gerber  Products  34,  58,   139 

Gillette  (Braun)  .  L56 

(,/<</*•  limes  (Amarillo,  Tex.|  14 


Goldman,  Sachs  

Government  National  Mortgage 

Association  

Grand  Metropolitan  

Grant  Thornton 

Graywolf  Press  

Group  Lotus  

Guess  

Guinness 

Gulf  &  Western  (Paramount)  

Gulf  States  Paper 

Habitat  

Harley-Davidson  

Paul  Hams  Stores  

Hartford  Accident  &.  Indemnity  

HealthCare  Compare  

H. J.  Heinz  6,   58, 

Hershey  Foods  

Hesston  

Hewlett-Packard  

Home  Owners  Federal  Savings  &  Loan  

Honda  

Hondo  , 

Honeywell  

House  of  Fraser 

Howard  lohnson  

Hudson  Review 

Hughes  Aircraft  

Hulbert  Financial  Digest 

IRS.  Records  

IBM  8,  52,  98,    150,   154,    156, 

Ikano  Group  

Ikea  

INA  Investment  Securities 

Indicator  Digest 

Industrial  Bank  of  l.ip.in   

Information  Builders  

Insilco  

Institute  for  Econometric  Research  

Intel  

International  Dairy  Queen  

International  Minerals  &  Chemical  

interRent  

Investment  Horizons 

Ito-Yokado  

ITT  

IU  International  

lohnson  &.  Johnson  

|usco  

Kawasaki  

Kellogg  

Kemwel  Group  

Kimberly-Clark  

Kitcat  &  Aitken  

Calvin  Klein  

KLM  

Knoll  International  Holdings  

Kraft  

Fried  Krupp  

Kurt  Salmon  Associates 

Kyocera  

Laidlaw  

Laker  Airways  


19' 


13' 
19: 
.  3 

14 
17 
101 
151 
101 
19i 
17 
.3 

- 

21 
12 
12 
19i 
19 


20. 
5 

10' 
18: 
16. 


17 

5 
16 

6 
10 

..  9 
.  3' 


48, 


121 

6. 
10 


208 


FORBES,  MARCH  21,  1988 


am  &  Watkins  12 

h  Lauren  91 

Siegler  188 

I  ;way  Transportation  68 

I  ian  Brothers  12 

rty  All-Star  Equity  Fund  190 

:ty  Mutual  156 

er  Analytical  Services  190 

dsBank  170 

|  Ion  &  Rhodesia  Mining  &.  Land 100 

ho  100,   110 

vOgic  52 

:h,  lones  &  Ryan  192 

:h,  Jones  &  Ryan  (Institutional 

Dkers  Estimate  System  29 

Macy 176 

ufacturers  Hanover 206 

;  58 

iushita 152 

iushita  Electric 120 

:el  170 

^ann-Enkson  170 

)onald's  58,  95,   109 

tonnell  Douglas  39,   150 

linsey 170 

surex  188 

ia  General  15 

rniine  Chemicals 146 

ones 18 

rill  Lynch  12,  36 

a  Petroleum  14 

rosoft  154 

Inan  Miller  54 

oka  18 

mkoshi  120 

hi  48,  211 

itana  Resources 1 10 

>g  206 

gan  Stanley  38 

irctclisl  178 

orola  152 

own  Record 71 

ual  of  Omaha 95 

ual  Shares  100 

agama  &  Wallace  12 

-  Books  13 

on  170 

lonal 168 

ional  Amusement  116 

ional  Semiconductor  52 

: 211 

Z  8,  38 

work  Innovations 154 

i  World  Entertainment 

larvel  Comics)  170 

York  Times  18,  25,    170 

Yorker ' 170 

on 156 

pon  Avionics  38 

sholwai  100 

nura  Securities  38 

'ell 154 

idental  Petroleum  100 


Odesta  154 

Oklahoma  Natural  Gas  Pipeline 192 

Oneok  192 

Oppenheimer 48 

Oppenheimer  Management 190 

Orion  Network  Systems 154 

Orion  Pictures  116 

Oxbow  Geothermal  174 

Pan  American  39 

Panmll  Knitting  192 

Pauley  Petroleum  110 

Peat  Marwick  Main  100,    144 

Penguin  Group  (New  American  Library) 19 

People    18 

PepsiCo  68,   198 

Pfizer 198 

Pflueger  &  Baerwald  109 

Phelps  Dodge  188,  206 

Philip  Morris  198 

Phillips  Petroleum  110 

PUlsbury  (Burger  Kingl  109 

Pilkington  Bros.  (Libbey  Owens  Ford)  95 

Pioneer  Hi-Bred  International 146 

Pitney  Bowes  198 

Plessey  152 

Price  Waterhouse  144 

Prudent  Speculator 204 

Prudential  Group  8,  58,   120,   190 

PSR  Prophet  204 

Public  Service  Co  of  New  Hampshire  190 

Public  Service  Co  of  New  Mexico  188 

Putnam  Management  190 

Quartet  Records  170 

Racal  Electronics 152 

Ralston  Purina 58 

Reynolds  Metals 48 

Ricoh 120 

Rio-Tinto  Zinc  100 

RIR  Nabisco  198 

RLI  98 

Roberston,  Colman  &.  Stephens 95 

Rolls-Royce  100,   168 

Rooney,  Pace  8 

L.F.  Rothschild  207 

Royal  Dutch/Shell  100,   110 

Ryder  System  68 

Saatchi  &  Saatchi  152 

Salt  Lake  Tribune 178 

Seagram  34 

Seaman  Furniture 124 

Sears,  Roebuck  13 

Sears,  Roebuck  (Dean  Witter  Reynolds)  206 

Security  Pacific  44 

Seeq  Technology  8 

Seidler  Amdec  Securities 206 

Service  Resources 8 

Shaklee  '. 38 

Shearson  Lehman  Hutton 13,  36,  37 

116,   190,   192 

Shiseido  38 

Silver  Screen  36 

Skadden  Arps 12 

Soft-Switch  154 


Sony  120,   156 

Southern  California  Edison  174 

Southland  110 

Stanadyne  192 

Standard  Oil  68 

Stanford  Daify  170 

Robert  A.  Stanger  36 

Steelcase  54,   156 

St(»r 124 

Strathaird  Scottish  Smoked  Salmon  176 

Sun  110 

Sun  TOPS  ■. 154 

SunarHauserman 156 

Sundstrand 188,  206 

SunTrust  Bank  144 

Superior  Oil  21 1 

Swissair 39 

Sybron  14 

Syntex  198 

Tandem  Computers  188 

Tandy  8 

Templeton  funds 48 

Texaco  110,   167 

Texas  Air  39 

Texas  Industries  188 

Texas  Instruments  95 

3Com  154 

Time  Inc  18 

Time  Inc  (HBO)  36 

Transamerica 195 

Turner  Broadcasting  System  (MGM)  36 

U.S.  Bancorp  44 

Union  Bank  of  Switzerland  12 

United  Jersey  Banks  44 

Unocal  110 

I  5   18 

USG  188 

USLife  190 

Value  Line  192 

Vanity  Fair  178 

Viacom  116 

VLSI  Technology 52 

Voice  News  156 

Volkswagen  100 

Wang  Laboratories  8,   154 

E.M.  Warburg,  Pincus  116 

S.G.  Warburg  206 

Warner  Communications  116 

Warner-Lambert  139 

Wells  Fargo  44 

Wendy's  International  109 

Wesray  (Avis) 168 

West  Point-Pepperell  91 

Westinghouse  211 

Wheat,  First  Securities 192 

Whirlpool 195 

lohn  Wiley  &  Sons  202 

Wilshire  Associates 192 

Wm.  Wngley  [r 34 

WTD  Industries 192 

Xerox 68,   156 

Yamaha  178 

Yaohan  Department  Store  120 


IBES,  MARCH  21,  1988 


209 


4 


«#^9H 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  am 
mals  still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  G4 
Ft.  Garland,  CO  81133. 


i 

,  roperty 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
tems  from  past  issues  of  Forbes 

cty  years  ago  in  Forbes 

>m  the  issue  of  March  15,  1928) 

ich  year  brings  more  and  more 
men  into  lines  of  employment  for- 
rly  filled  by  men.  Few  of  the 
lghters  of  well-to-do  or  even  rich 
lilies  now  choose  to  lead  lives  of 
mess.  They  are  invading  the  pro- 
sions  and  business  in  increasing 
rnbers.  Also,  it  is  common  for 
ing  women  to  retain  their  employ- 
nt  after  marriage." 

tternational    Business    Machines, 

merly  known  as  the  Computing- 
bulating-Recording  Co.,  manufac- 
es  scales,  time  stamps,  cost-keep- 
;  records,  meat  and  coffee  grinders, 
le  clocks  and  similar  machines.  It 
nmenced  business  in  1911  and  has 
:n  conspicuously  profitable.  For  the 
t  ten  years  or  more  every  change  in 
idends  has  been  an  increase." 

fty  years  ago 

im  the  issue  of  March  15,  1938) 

ow  the  new  president  of  Westing- 
use  Electric  &  Manufacturing, 
orge  H.  Bucher,  overcame  the  hur- 
:  of  getting  a  toehold  is  interesting, 
ving  studied  electrical  engineering 
Pratt  Institute,  Brooklyn,  he  picked 
jstinghouse  as  his  employer.  But 
:stinghouse  wasn't  at  all  ready  to 
;k  him.  However,  he  persisted  and 
rsisted  until,  as  he  says,  'They  got 
ed  of  saying  no,  so  they  hired  me.' 
irting  pay,  18  cents  an  hour.  Next 
ar,  20  cents  an  hour." 

siness  was  lousy  in  1938,  but  U.S. 
rkers  still  drove  cars — witness  this 
'■king  lot  at  a  Westingbouse  plant 


A.    a 


y  £?a 


Coups  like  backing  My  Fair  Lady  made  CBS  the  top  network  in  the  early  1960s 


Twenty-five  years  ago 

(From  the  issue  of  March  15.  1963) 

"When  Columbia  Broadcasting  Sys- 
tem sold  off  its  electronic  production 
operations  two  years  ago  after  losing 
more  than  $7  million,  everyone  ex- 
pected a  more  profitable  picture  from 
CBS.  But  no  one  could  have  anticipat- 
ed what  actually  happened  last  year: 
1962  was  the  best  year  in  the  compa- 
ny's 36-year  history,  with  profits  up  a 
smart  32%  over  1961  (to  $3.27  a 
share)  on  a  7%  sales  increase  (to  $509 
million). 

"  'Improvement  in  television,  espe- 
cially in  daytime  network  program- 
ming, and  records  contributed  most 
to  our  upsurge  in  1962,'  says  Treasur- 
er Samuel  R.  Dean.  Thus,  CBS'  net- 
work billings,  for  example,  rose  over 
18%  last  year  vs.  NBC's  12%  and 
ABC's  8%.  It  is  the  75%  of  revenues 
and  profits  from  its  254  network  affili- 
ates and  its  five  wholly  owned  sta- 
tions that  make  CBS  the  world's  larg- 
est advertising  medium." 

"More  than  $100  million  worth  of 
Japanese  consumer  electronics  came 
into  the  U.S.  last  year,  largely  on  the 
strength  of  a  600%  jump  in  shipments 
of  television  sets.  But  Japan  firms  are 
now  running  into  price  competition  of 
their  own.  Manufacturers  in  Hong 
Kong  and  Okinawa  shipped  1  million 
transistor  radios  to  the  U.S.  (vs.  7.8 
million  from  Japan)  often  underselling 
Japanese  models  by  as  much  as  20% ." 

Ten  years  ago 

(From  the  issue  of  March  20,  1978) 

"Twenty  years  ago,  geologists  in  Tex- 
as were  driving  taxis;  now  they're  driv- 
ing Cadillacs.  With  the  U.S.  oil  and  gas 
hunt  in  full  cry,  exploration  compa- 
nies, big  and  small,  are  bidding  franti- 


cally for  expert  help,  especially  those 
skilled  in  handling  the  new  seismic 
methods  for  reading  underground 
structures.  (Geologists  now  read  more 
computer  printouts  than  rocks.)  The 
big  companies  have  lost  scores  in  the 
last  two  years,  and  Mobil  is  even  suing 
Superior  on  charges  that  the  latter  stole 
32  of  its  exploration  staff." 

"St.  Louis-based  Emerson  Electric  is  a 
truly  unusual  outfit.  It  remains  a 
growth  company  in  a  time  when  few 
large  companies  can  still  claim  the 
title.  Lay  a  ruler  on  a  chart  of  Emer- 
son's earnings  per  share  running  back 
to  1957:  a  few  peaks  but  no  outstand- 
ing dips,  and  by  and  large  the  line 
ascends  smoothly  at  an  almost  monot- 
onously steady  rate — not  only  year  by 
year  but  quarter  by  quarter.  Almost 
too  good  to  be  true,  only  it  is  true.  In 
the  fiscal  year  ended  last  September, 
Emerson  earned  $2.47  a  share  on  sales 
of  $1.8  billion.  That  was  a  gain  of  21% 
in  profits  and  19%  in  sales — for  Emer- 
son hardly  an  extraordinary  year." 

Emerson  Electrics  Chuck  Knight 
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Watch  out  for  the  fellow  who 
about  putting  things  in 
ing  things  in  order 
means  getting  other 
under  control. 
,    Diderot 


I  he  great  majority  of  men  are 
bundles  of  beginnings. 
Ralph  Waldo  Emerson 


Some  minds  seem  almost  to 
create  themselves,  springing  up 
under  every  disadvantage  and 
working  their  solitary  but 
irresistible  way  through 
a  thousand  obstacles. 
Washington  Irving 


Plans  will  get  you  into  things 
but  you  have  got  to  work 
your  way  out. 
Will  Rogers 


In  every  affair  consider  what 
precedes  and  follows,  and 
then  undertake  it. 
Epictetus 


Patience  is  the  art  of  hoping. 
Vauvenargues 


Some  folks  never  begin  to 
figure  till  there's 
nothing  to  add. 
Kin  Hubbard 


Timing,  degree  and  conviction 
are  the  three  wise  men 
in  this  life. 
R.I.  Fitzhenry 


Always  remember  that  if  you  work 
at  a  wrong  plan,  you  are  neglecting 
the  n;:ht  plan;  the  plan  that 
would  accomplish  resultv 
Ed  Howe 


is  □   »re  expensive 
*ha  irt 

U        i     H  NlETZSGHE 


Thoughts 

on  the  Business  of  Life 


If  you  want  to  build  up  a  strong, 
enduring  worthwhile  life,  you  must 
lay  the  right  kind  of  foundations. 
Massive,  noble,  vetterated  structures 
cannot  be  raised  on  fault)' 
foundations.  Shanties  can.  But  who 
would  elect  to  make  of  his  life  a 
putty,  miserable,  tumble-down  shanty 
if,  by  taking  proper  thought  and 
action,  he  could  erect  a  more  worthy 
monument?  All  success  has 
foundations— just  as  failure  has 
foundations,  of  different  character. 
B.C.  Forbes 


In  the  natural  order  as  in  the  social 
order,  one  must  not  hope  to  be 
more  than  one  can  be. 
Nicolas  Chamfort 


All  I  know  about  method  is 
that  when  I  am  not  working 
I  sometimes  think  I  know 
something,  but  when  I  am 
working,  it  is  quite  clear 
I  know  nothing. 
John  Cage 


Don't  lay  any  certain  plans 

for  the  future,  it  is  like  planting 

toads  and  expecting  to 

raise  toadstools. 

|osh  Billings 


We  don't  see  many  fat  men 
walking  on  stilts. 
Bud  Miller 

-)5^ 


More  than  6.000  "Thoughts,"  indexed  by 
authot  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ISIS. 50  per  vol 
umei)  purchased  separately).  Also  available, 
a  one  volume  edition  of  over  3.000 
/'Thoughts  "  Price  $18.50  send  check  and 
ilm  .('01  -ltth  Ave..  New  York, 
NY  10011  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Every  man  takes  the  limits  of 
his  own  field  of  vision  for 
the  limits  of  the  world. 
Arthur  Schopenhauer 


Innocence  being  the  perfect 
state,  perhaps  the  only  one, 
it  is  incomprehensible  that  a 
man  enjoying  it  should  seek  to 
leave  it.  Yet  history  from  its 
beginnings  down  to  ourselves 
is  only  that  and  nothing 
but  that. 
E.M.  Cioran 


Some  people  like  to  make  a 
little  garden  out  of  life 
and  walk  down  a  path. 
Jean  Anouilh 


The  virtue  of  the  soul  does 
not  consist  in  flying  high, 
but  in  walking  orderly. 
Michel  de  Montaigne 


One  shouldn't  learn  more 
than  what  one  absolutely 
needs  against  life. 
Karl  Kraus 


A  Text . . . 

Let  all  things  be  done 
decently  and  in  order. 
1  Corinthians  14:40 


Sent  in  by  Gary  Rudolph,  Philadelphia,  Pa. 
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To  want  to  know  invariably  and 
fixedly  what  is  only  vague,  and 
vaguely  what  is  fixed  and  solid, 
is  finally  to  know  neither 
one  nor  the  other. 
Joseph  Joubert 


Houses  are  built  to  live  in, 
and  not  to  look  on. 
Francis  Bacon 
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